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29,  1914 760 

Enterprise  Telephone  Co.  v.  Southwestern  Tel.  &  Tel.  Co.    Case 

No.  26S.    June  29,  1914 430 

Farmers'  and  Merchants'  Mutual  Telephone  Co.  r.  Missouri  and 

Kansas  Tel.  Co.    Case  No.  72.    July  28,  1914 1032 

Fnlbright,  0.  L.,  Manager  Mansfield  &  Ava  Telephone  Co.  v, 

Norwood  Mutual  Tel.  Co.  et  aL  Case  No.  389.  Aug.  3,  1914.  .1050 
Galloway,  A.  L.,  r.  T.  B'.  Yamall  and  George  Bayless.     Case 

No.  390.    Aug.  3,  1914 1068 

Hume  Telephone  Co.     In  re  Investigation  and  Suspension   of 

Rates.    Case  No.  270.    May  25,  1914 417 

Hume  Telephone  Co.  i\  E.  L.  Liggett.    Case  No.  277.    May  25, 

1914 422 

In  re  Free  and  Reduced  Rate  Service  under  Section  88  of  Public 

Service  Commission  Law.    Conference  Ruling  No.  12.    July  31, 

1914 776 

Liberty  Telephone  Co.    In  re  Reorganization  and  Stock  Issue. 

Case  No.  402.    June  29,  1914 767 

McGregor-Noe  Hardware  Co.  et  ah  v.  Springffield  Gas  &  Electric 

Co.  and  Springfield  Traction  Co.    Case  No.  15.    June  23, 1914.  932 
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Missouri  &  Kansas  Telephone  Co.    In  re  Closing  of  Grandview 

Exchange.    Case  No.  407.    June  11,  1914 426 

Queen  City  Mutual  Telephone  Co.    In  re  Purchase  of  Property 
of  Southwestern  Tel.  &  Tel.  Co.    Case  No.  16.    June  21,  1913.  427 

NEBRASKA. 

Ansley  Telephone  Co.     /»  re  Rates  for  Business  Telephone  on 

Farm  Line.    Application  No.  2089.    April  20,  1914 49 

Cambridge-Holbrook  Telephone  Co.    In  re  Rate  Increase.    Ap- 
plication No.  2099.    April  28,  1914 53 

Chester  Telephone  Co.    In  re  Establishing  Metallic  Farm  Line 

Service.    Application  No.  2090.    April  23,  1914 51 

Citizens'  Telephone  Co.  of  Malmo.    In  re  Increase  of  Residence 

Individual  Line  Rate.    Application  No.  2101.    April  29,  1914.     53 
Comstock    Independent    Telephone   Co.     In   re   Rate    Increase. 

Application  No.  2029.    June  18,  1914 782 

Lawrence   Telephone  Co.   r.   Lincoln   Tel.   &   Tel.    Co.     Formal 

Complaint  No.  236.    July  13,  1914 1063 

Lincoln  Telephone  &  Tel^raph  Co.: 

In    re   Establishing   Metallic   Circuit    Rates   at   Greenwood. 

Application  No.  2072.    April  17,  1914 48 

In   re  Installation   of  Ten-Party   Lines  into  TnnnbuU   and 

Doniphan.     Application  No.  2176.     July  23,  1914 1066 

In  re  Metallic  Circuit  Rates  at  Ashland.     Application  No. 

2136.     June  9,  1914 780 

In  re  Rates  at  Hastings.     Application  No.  2076.    May  28, 

1914 447 

In  re  Rates  for  Farm  Line  Service  at  Tamora.    Application 

No.  2137.    June  11,  1914 781 

In   re   Readjustment   of   Rates  at   York.     Application   No. 

1552.     April  10,  1914 44 

In  re  Reduction  of  Toll  Rate  beUeen  Ashland  and  Wahoo. 

Application  No.  2184.    July  29,  1914 1067 

Monroe  Independent  Telephone  Co.: 

In  re  Additional  Rate  for  Desk  Sets.    Application  No.  2110. 

May  19,  1914 437 

In  re  Rates  at  Newman  Grove  and  Genoa.    Application  No. 

2069.    April  10,  1914 47 

Nebraska  Telephone  Co.: 

In  re  Discontinuance  of  Grounded  Circuit  Rates  at  Spring- 
field.   Application  No.  2129.    June  2,  1914 779 

In  re  Note  Issue.    Application  No.  2071.    April  4,  1914. . .     41 
Pierce  Telephone  Exchange.    In  re  Increase  in  Switching  Rates. 

Application  No.  2087.    April  28,  1914 52 
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Platte  Vnlley  Telephone  Co.     In  re  Reduction  of  Toll  Rates. 

April  23,  1914 50 

Sodtown  Telephone  Ck).     In  re  Excessive  Charge  of  Farmers' 

Home  Tel.  Co.  Informal  Complaint  No.  3251.  May  15,  1914.  432 
Tri-County  Telephone  Co.    In  re  Increase  in  Switching  Rates. 

Application  No.  2173.    July  20,  1914. 1066 

Valley  Independent  'Phone  Line  v.  Crawford  Tel.  Co.     Formal 

Complaint  No.  224.    May  16,  1914 433 

Washington  &  Western  Telephone  Co.    In  re  Validation  of  Stock. 

Application  No.  1934.    May  22,  1914 438 

NEVADA. 

Railroad  Commission  of  Nevada  r.  Bell  Tel.  Co.    Mar.  24,  1914.    55 

NEW  HAMPSHIRE. 

Canaan  People's  Telephone  Co.  In  re  Permission  to  Operate 
Utility.    Order  No.  300.    April  23,  1914 470 

Canterbury  &  Boscawen  Telephone  Co.  In  re  Stock  Issue.  Order 
No.  304.    May  7,  1914 476 

Grafton  County  Electric  Light  &  Power  Co.  In  re  Stock  Issue 
and  Purchase  of  Lebanon  Electric  Light  &  Power  Co.  and 
Mascoma  Electric  Light  &  Gas  Co.  File  D-88,  89.  Mar.  25, 
1914 580 

In  re  Standards  of  Service  of  Electric  Utilities.  Order  No.  314. 
May   27,   1914 600 

Manchester  Traction,  Light  and  Power  Co.  In  re  Purchase  of 
Stock  of  Nashua  Light,  Heat  and  Power  Co.  D-179.  June  23, 
1914 1248 

New  England  Telephone  &  Telegraph  Co.  In  re  Extension  of 
Lines  into  Gilmanton.    Order  No.  258.     Jan.  8,  1914 460 

New  England  Telephone  &  Telegraph  Co.  v.  John  E.  Greenfield 
et  al    Order  No.  260.    Jan.  22,  1914 461 

Pillsbury,  Hobart,  et  al  v.  People's  Gas  Light  Co.  Order  315. 
June  10,  1914 608 

NEW  MEXICO. 

Mountain  States  Telephone  &  Telegraph  Co. : 

In  re  Physical  Connection  at  Aztec  and  Farmington.    In- 
formal Complaint  No.  301.    Aug.  11,  1914 1072 

In  re  Telephoning  Messages  from  Silver  City  to  Cooney. 
Informal  Complaint  No.  208.    Aug.  11,  1914 1068 
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Plainfield,  City  of,  i\  Public  Service  Electric  Co.    April  1, 1914. .  220 

Reincke,  Charles,  i\  Public  Service  Gas  Co.    April  20,  1914 228 

West  Jersey  Toll  Line  Co.  t\  Patrons'  Telephone  Co.,  Mar.  31, 
1914 63 

NEW  YORK. 

Bascom,  Wymaii  S.,  and  Firm  of  Newton  &  Hill  v.  New  York 

Tel.  Co.    Case  No.  4293.    July  2, 1914 794 

Bennett,  i\  II.   r.  New  York  Telephone  Co.     Case  No.  4028. 

July  2,  1914 790 

Dexter,  Residents  of  Village  of,  v.  Jefferson  County  Tel.  Co.  and 

New  York  Tel.  Co.    Case  No.  2205.    July  21,  1914 1074 

Federal  Telephone  &  Telegraph  Co.: 

In  re  Extension  of  Time  of  Previous  Authorization  to  Issue 

Bonds.    Case  No.  3586.    Aug.  5,  1914 1097 

In  re  Rates  in  Buffalo.    Aug.  4,  1914 1081 

In  re  Stock  Issue.    Case  No.  4270.    June  9,  1914 484 

In    re    Termination    by    Telephone    Corporations    of    Contracts 

Existing  Prior  to  Passage  of  Law.    Case  No.  4369.     June  16, 

1914    , 788 

Jordan,  Residents  near  Village  of,  v.  New  York  Tel.  Co.     Case 

No.  37;>4.    May  26, 1914. 479 

Lawrence  Park  Heat,  Light  &  Power  Co.    In  re  Wires  Crossing 

Road.    Case  No.  4240.    June  23,  1914 939 

Murray,   Dwiglit,  H.,   i\   New  York   Tel.   Co.     Case  No.  4205. 

May  26,  1914 .• 483 

Park   Central   Presbyterian    Society   of   Syracuse   v.  New   York 

Tel.  Co.     Case  No.  2798.    May  12,  1914 71 

Perceval,  C,  Incorporated  r.  New  York  Edison  Co.    Case  No. 

1729.     Mar.  3,  1914 231 

Taylor,  Mathew,  i\  South  Shore  Natural  Gas  &  Fuel  Co.    Case 

No.  4309.    July  21,  1914 940 

Webster  Grange  No.  430,  and  Business  Men's  Association   of 

Webster  v.  New  York  Tel.  Co.    Case  No.  2030.    June  24,  1914.  490 

OHIO. 

Bucyrus  Light  and  Power  Co.    In  re  Appeal  from  Ordinance 

Establishing  Rates.    P.  S.  C.  No.  590.    May  15,  1914 246 

Rehearing  Denied.     Sept.  8,  1914 1260 

Valuation  Made  Final.     June  23,  1914 717 

Carey  Farmers'  Telephone  Co.  v.  Central  Union  Tel.  Co.    No.  17. 

May  19,  1914 86 

Central   District  Telephone  Co.     In   re  Stock  Issue.     No.  80. 

Dec.  29,  1913 73 
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Chester  Telephone  Co.    In  re  Certificate  of  Public  Convenience 

and  Necessity.    No.  204.    June  12, 1914 495 

Curry,  F.  M.,  v.  Eastern  Telephone  Co.     P.   S.   C.  No.  583. 

April  28,  1914 78 

French,  A.  W.,  v,  Miami  Valley  Gas  &  Fuel  Co.    P.  S.  C.  No.  558. 

May  1,  1914 244 

In  re  Filing  of  Schedules  by  Telephone  Companies.    April  27, 

1914   75 

Union  Laundry  v.  Mansfield  Gas  Light  Co.    P.  S.  C.  No.  570. 

June  12,  1914 717 

OKLAHOMA. 

Condreay,  W.   E.,   et  cd.  v.  Independent   Tel.   Co.   of  Cestos. 

Order  No.  830.     July  1,  1914 797 

Roger  Mills  Telephone  Co.  v,  Hammon  Central  Telephone  Co. 

Order  No.  834.    July  13,  1914 1099 

OREGON. 

Home  Telephone  &  Telegraph  Co.  of  Southern  Oregon.    In  re 
Rate  Increase.    File  U-F-52,  53,  54.    June  3,  1914 800 

In  re  Standards  of  Maintenance  of  Underground  Conduits,  Man- 
holes etc.    No.  U-185.    April  23,  1914 87 

Newberg  Telephone   Co.    In   re  Rate   Increase.     No.   U-F-80. 
May  23,  1914 496 

Pass  Creek  Rural  Telephone  Co.  v.  Pacific  Tel.  &  Tel.  Co.    File 

U-F-81.    May  29,  1914 499 

Modification  of  Previous  Order  Denied.    June  20,  1914 502 

PBNKSTLVANIA. 

Bonner,  James  B.,  v.  Bell  Tel.  Co,  of  Pa.  No.  94.  May  6,  1914.  91 
Consolidated  Water  Co.     In  re  Construction  of  Water  Plant. 

Application  Docket  No.  11.    April  22,  1914 719 

Economy  Telephone  Stock  Co.    In  re  Discriminations.    June  3, 

1914 504 

Goerlich,  C.  S.,  and  J.  J.  Shonk  v.  Bethlehem  City  Water  Co. 

No.  123.    June  2,  1914 944 

In  re  Attachments  Placed  Upon  Instruments.     File  No.  204. 

June  20,  1914 813 

In  re  Published  Rates  and  Fares.    July  23,  1914 1103 

In  re  Regulation  of  Crossing  of  Facilities  of  Public  Service 

Companies.    General  Order  No.  11.    Aug.  5,  1914 1104 

Pennsylvania  Utilities  Co.   v,  Lehigh  Navigation   Electric   Co. 

Case  No.  200.    July  9, 1914 948 
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Schuylkill  Light,  Heat  &  Power  Co.  In  re  Approval  of  Ordi- 
nance of  the  Borough  of  Ashland.  Municipal  Docket  No.  1. 
April  9,  1914 260 

Spring  Brook  Lumber  Co.  v.  Bell  Tel.  Co.  of  Pa.  No.  1039. 
April  9,  1914 503 

SOUTH  CAROLINA. 

Southern  Bell  Telephone  &  Telegraph  Co.: 

In  re  Agreement  with  City  of  Darlington  as  to  Rates.    May 

7,  1914 505 

In  re  Agreement  with  City  of  Orangeburg  with  Reference 

to  Rate  Increase.    May  13,  1914 95 

In  re  Agreement  with  Town  of  Little  Rock  as  to  Rates. 

May  7,  1914 507 

SOUTH  DAKOTA. 

Cheyenne  Valley  Electric  Telephone  Co.  In  re  Rate  Investiga- 
tion.   Complaint  No.  1647.    July  7,  1914 819 

Dakota  Central  Telephone  Co.  In  re  Joint  Toll  Rates  with 
Farmers.'  Mutual  Tel.  Co.    Complaint  F-79.    May  23,  1914..  510 

Dell  Rapids  Telephone  Co.  In  re  Increase  in  Switching  Rates. 
Complaint  F-97.    June  13,  1914 514 

Elm  Springs  and  Wasta  Tel.  Co.  In  re  Rate  Investigation. 
Complaint  No.  1647.    July  11,  1914 822 

Homestead  Telephone  Co.  In  re  Rate  Investigation.  Complaint 
No.  1647.    July  7, 1914 814 

In  re  Additional  Directory  Listings.  Complaint  No.  1759.  April 
4,  1914 98 

In  re  Transfer  of  Messages  from  One  Line  to  Another.  May  3, 
1913 609 

In  re  Units  of  Value  to  be  Used  in  Physical  Valuation  of  Tele- 
phone Property.    No.  1805.    June  30,  1914 832 

King,  O.  P.,  V.  Hyde  County  Tel.  Co.  Complaint  No.  F-30  — 
F-33.    May  4,  1914 118 

Montrose  Telephone  Co.,  Canistota  Tel.  Co.,  Salem  Tel.  Co., 
Hartford  Tel.  Co.,  Hartman  Tel.  Co.,  Humbolt-Hartman- Well- 
ington Tel.  Co.  and  Farmers'  Rural  Tel.  Cos.  Nos.  1  and  2. 
In  re  Investigation  of  Rates.  Complaint  No.  1663.  April 
27,  1914 101 

Red  Owl  Telephone  &  Electric  Co.  In  re  Rate  Investigation. 
Complaint  No.  1647.    July  9,  1914 821 

VIRGINIA. 

In  re  Filing  Schedules  Showing  Rates  and  Charges.     Circular 

No.  12.    Aug.  1,  1914 1106 
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Badger  State  Telephone  &  Telegraph  Co.    In  re  Rate  Increase. 

April  29,  1914 ; .  139 

Caseade  Telephone  Co.  In  re  Rate  Increase.  Aug.  5,  1914. . ;  .1121 
Chippewa  County  Telephone  Co.     In  re  Extension  of  Lines  in 

Town  of  Anson.    U-314.    May  26,  1914 536 

Coloma  Telephone  Co.    In  re  Rate  Increase.    U-321.    June  20, 

1914 834 

Cornell  Telephone  Co.  In  re  Extension  of  Lines.  Aug.  7,  1914.  .1124 
Curtiss  &  Withee  Telephone  Co.  v.  Owen  Tel.  Co.     April  29, 

1914 164 

Eari  Telephone  Co.  v,  Trego  Tel.  Co.    May  8,  1914 523 

East  Valley  Telephone  Co.    In  re  Extension  of  Lines.    July  31, 

1914 1117 

Eleva  Farmers  Telephone  Co.     In  re  Rate  Increase.     U-319. 

June  21,  1914 838 

Ettrick  Telephone  Co.  In  re  Rate  Increase.  April  29,  1914. . .  153 
Gehl,  Michael  T.    In  re  Certificate  of  Public  Convenience  and 

Necessity  for  Construction.    July  21,  1914 1110 

Gilmanton  Mill  &  Electric  Plant.     In  re  Rate  Increase.     No. 

U-289.    Mar.  16,  1914 720 

Ghrange  Hall  Farmers*  Telephone  Co.    In  re  Extension  of  Lines 

in  Rock  Elm.    Aug.  13,  1914 1133 

Hawkins  Creek  Telephone  Co.  and  Westford  Tel.  Co.  r.  Badger 

Tel.  Co.    IT.324.    June  29,  1914 842 

In  re  Investigation  of  Standards  for  Telephone  Service.    Aug. 

13,  1914 1127 

Marquette  &  Adams  County  Telephone  Co.    In  re  Rate  Increase. 

July  16,  1914 864 

Mattoon  Telephone  Co.     In  re  Extension  of  Lines.     April  14, 

1914 520 

Mayville  Rural  Telephone  Co.     In  re  Extension  uf  Lines  in 

Theresa  and  Herman.    April  28,  1914 137 

McGowan,  E.  D.,  i\  Rock  County  Tel.  Co.  and  Wisconsin  Tel. 

Co.    June  2,  1914 176 

Mosinee  Telephone  Co.    In  re  Rate  Increase.    July  6,  1914 869 

People's  Telephone  Co.  and  Wisconsin  Tel.  Co.  at  Fall  River. 

In  re  Investigation  of  Service.    July  28,  1914 1114 

Prescott   Telephone  Exchange.     In  re  Rate   Increase.     U-328. 

June  30,  1914 858 

Random  Lake  Telephone  Co.    In  re  Proposed  Extension  of  Lines. 

July  20,  1914  1108 

Ripon  United  Telephone  Co.     In  re  Rate  Increase.     April  30, 

1914 164 
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Sevastopol  Farmers*  Telephone  Co.    In  re  Certificate  for  Public 

Convenience  and  Necessity.    U-315.    June  2, 1914 544 

Stevens  Point  Lighting  Co.    In  re  Investigation  of  Service  and 

Application  for  Rate  Increase.    U-301.    April  15,  1914 1261 

Trego  Telephone  Co.  v.  Earl  Tel.  Co.    May  16,  1914 528 

Western    Crawford   County    Farmers*    Mutual    Telephone   Co. 
In  re  Establishment  of  Checking  Station.     U-318.     June  9, 

1914 549 

Winter,  Frank,  v.  La  Crosse  Tel.  Co.  and  Wisconsin  Tel.  Co.    No. 

IJ.317.    Aug.  20,  1914 1140 

Wisconsin  Telephone  Co.: 

In  re  Extension  of  Lines  in  Town  of  Anson.    U-314.    May 

26,  1914 536 

In  re  Extension  of  Lines  in  Town  of  Rock.    April  23,  1914.  130 
In  re  Extension  of  Lines  in  Town  of  Rock,  Sections  7, 
17  and  18.    May  6,  1914 171 

INTEBSTATE  COlfMEBOE  COMMISSION. 

Conference  Rulings  Affecting  Telephone  and  Telegraph   Com- 
panies.   No.  410.    April  8,  1913;  No.  420.    June  3,  1913;  No. 

460.    April  13,  1914 1150 

Conference  Rulings: 

No.  412.    April  8,  1913;  No.  418.    May  12,  1913;  No.  426. 
June9,  1913;  No.  434.    July  23,  1913;  No.  435.    July  24, 
1913;  No.  446.    Nov.  4,  1913;  No.  452.    Jan.  6,  1914. . .  .1264 
Regulations  Governing  Recording  and  Reporting  of  Extensions 
and  Improvements.    Valuation  Order  No.  3.    June  25,  1914. .  554 

CANADA. 

Byron  Telephone  Co.,  Limited.    In  re  Interchange  of  Sen'ice  with 
Bell  Tel.  Co.  of  Canada.    File  No.  3839.9.    May  2,  1914 867 

NOVA  SCOTIA. 

Maritime  Telegraph  &  Telephone  Co.,  Ltd.    In  re  *^  Pony  Farm- 
ers ''  Line  Rate.    Dec.  5,  1913 192 

ONTARIO. 

Beeton  Telephone  Co.,  Limited.    In  re  Rate  Increase.    P.  F.  2299. 

May  20,  1914 873 

Laird  Municipal  Telephone  System.    In  re  Purchase  Price.    P.  F. 

1883.     Mar.  19,  1914 869 

Lanark  &  Carleton  Counties  Telephone  Co.,  Limited.    In  re  Rate 

Increase  for  Stockholders.    P.  F.  2300.    April  24,  1914 871 

South  Bruce  Rural  Telephone  Co.,  Limited.     In   re  "  Ontario 

Companies  Act. ''    P.  F.  2387.     May  30,  1914 875 
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Addison  &  Panton  Telephone  &  Telegraph  Co.  et  al.  In  re  Rates. 
Com.  Leaf.  No.  29,  p.  954 659 

Advance  Rate  Case,  20  I.  C.  C.  307 1198 

American  Telephone  &  Telegraph  Co.  et  dl.,  Hamilton  Home  Tel.  Co. 
V.    Com.  Leaf.  No.  9,  p.  51 86 
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C.  R .  18 652 

Antigo  Water  Co.,  Hill  et  al  v,    3  W.  R.  C.  R.  623 652 

Arizona  Corporation  Commission  r.  Mountain  States  Tel.  &  Tel.  Co. 
Com.  Leaf.  No.  30,  p.  1155 1 

Ashton  &  St.  Anthony  Power  Co.  In  re  Certificate  of  Public  Conven- 
ience and  Necessity.    Com.  Leaf.  No.  25,  p.  932 474 

Bayless,  George,  and  T.  B.  Yamall,  A.  L.  Galloway,  v.    Com.  Leaf. 

No.  34,  p.  1058 1056 

Bell  Telephone  Co.  v.  Rural  Tel.  Companies.  12  Can.  Ry.  Cases  319.1147 
Berend  r.  Wisconsin  Tel.  Co.    4  W.  R.  C.  R.  150;  I  Com.  Tel.  Cases 

41 1    705 

Berlin  Electric  Light  Co.    In  re  Sale  of  Pioperty.    3  N.  H.  P.  S.  C.  R. 
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Value  of  Sixty-Seven  Thousand  Two  Hundred 
Ninety-Nine  Dollars  and  Sixty  Cents.  Decision 
No.  1456.     Decided  April  25,  1914 11 
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Charges.  Decision  Xo.  14G4.  Decided  April  28, 
1014 12 

In  the  ^fatter  of  Flat  Rate  Business  Service  by 
The  Chesapeake  and  Potomac  Telephone  Com- 
pany. Formal  Case  Xo.  34.  Decided  May  4, 
1014 29 

In  the  Matter  of  Rates  or  Charges  Applicable  to 
Stockholders,  Directors  or  Officers  of  Public 
Utilities.  Conference  Ruling  Xo.  8.  Dated 
April  24,  1014 31 

Pike  County  Telephone  Company  v.  Chicago,  Bur- 
lington and  Quincy  Railroad  Company.  In  the 
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phone Company  ft)r  Permission  to  Cross  the 
Right  of  AVay  and  Tracks  of  the  Chicago,  Bur- 
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Canton,  Illinois.  No.  795.  Decided  April  24, 
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In  the  Matter  of  the  Application  of  the  Wellsville 
Co-operative  Telephone  Association  for  Permis- 
sion to  Publish  a  Rate  of  $1.25  per  Month  for 
D(»sk  Telephones.  Docket  Xo.  803.  Dated 
May  0,  1014 33 

In  the  Mntter  of  the  Ai)plication  of  the  United 
Telephone  Company  for  Authority  to  Issue  Its 
Stock  in  the  Amount  of  $65,000.  Docket 
No.  783.     Decided  May  15,  1014 34 

Northeast  Kansas  Telephone  Company  of  Hia- 
watha, Kansas,  v.  the  Hiawatha  Mutual  Tele- 
phone Company  of  Hiawatha,  Kansas,  the  Mor- 
rill Mutual  Telephone  Company  of  Morrill, 
Kansas,  and  the  Robinson  Mutual  Telephone 
Company  of  Robinson,  Kansas.  Docket  No.  728. 
Decided  May  21,  1014 35 

In  the  Matter  of  the  Application  of  the  Canton 
Telephone  Company  for  Permission  to  Make 
Certain  Changes  and  Adjustments  in  Its  Rates 
for  TeIej)hone  Service  at  Canton,  Kansas. 
Docket  No.  788.     Decided  May  21,  1014 3(1 
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Nebraska  In  the  Matter  of  the  Application  of  the  Nebraska 

Telephone  Company  for  Authority  to  Issue  and 
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Company  of  Nevada.      Decided  March  24,  1914.     55 

New  Jersey  In  re  Certain  Ordinances  Presented  for  Approval 
by  Patrons'  Telephone  Company:  Ordinance 
Township  of  Hope,  Ordinance  Township  of  Ox- 
ford, Ordinance  Township  of  Knowlton,  Ordi- 
nance Township  of  Blairstown;  and 
West  Jersey  Toll  Iiine  Company  v.  Patrons'  Tele- 
phone Company;  in  Opposition  to.  Approval  of 
Ordinances  Above.    Decided  March  31, 1914 63 

New  York  Park  Central  Presbyterian  Society  of  Syracuse  v. 
New  York  Telephone  Company.  Case  No.  2798. 
Decided  May  12,  1914 71 

Ohio  In  the  Matter  of  the  Application  of  The  Central 

District  Telephone  Company  for  Authority  to 
Issue  Two  Million  Dollars,  Par  Value,  Capital 
Stock.     No.  80.     Decided  December  29,  1913. .     73 

In  the  Matter  of  the  Filing  of  Schedules  by  Tele- 
phone Companies  under  the  Provisions  of  Sec- 
tions 614-16,  General  Code  of  Ohio.  Dated 
April  27,  1914 75 

F.  M.  Curry,  Minerva,  Ohio,  v.  The  Eastern  Tele- 
phone Company.  P.  S.  C.  No.  583.  Decided 
AprU  28,  1914 78 

The  Carey  Farmers'  Telephone  Company  v.  Cen- 
tral Union  Telephone  Company.  No.  17.  De- 
cided May  19,  1914 86 
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Investigation  on'  Commission's  Own  Motion). 
No.  U-185.     Dated  April  23, 1914 87 
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of  Pennsylvania.  No.  94.  Decided  May  6, 
1914 91 
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In  the  Matter  of  the  Application  of  the  Hyde 
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Increase  Rates.  Complaint  No.  F-30  — F-33. 
Decided  May  4, 1914 118 

Wisconsin  In  the  Matter  of  the  Proposed  Extension  of  the 

Lines  of  the  Wisconsin  Telephone  Company  in 
the   Town  of  Rock,  Rock   County,  Wisconsin. 

Decided  April  23,  1914 130 
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protection  against,  rules  governing  underground  systems. .       87-90 

ACCOUNTS: 

examined  before  note  issue 43 

ADDinOKAL  SEBVICE.     See  Service. 

ADDinOKS.     See  Extension :  lines. 

AIXEQUATE  SEBVICE.     See  Service. 

AIXVAirCE  PATMEKT: 

approved 10 

condition  precedent  to  service 102, 112 

discount,  approved 96-96 

farm  line  switching  rates 37 

rate  reduction  for  farm  lines 140, 152 

AOEEEMSKT: 

between  city  and  telephone  company,  approved  by  com- 
mission         95-97 

filed  with  commission 101, 104, 117 

free  service  to  municipality  not  deemed  a  discrimination . .  220-227 
See  also  Contracts. 

ALLOWANCES.     See  Valuation  of  Property. 

APPORTIONMENT: 

expense  of  making  physical  connection,  equally  between 

utilities •'177, 191 

toll  charge 163 

value  of  property  considered  in  fixing  switching  rates. . . .  161 

APPBAI8ALS: 

property,  considered  in  fixing  rates 248-253 

ABEAS: 

exchange,  establishment  of  arbitrary 192, 195-198 

extent  and  shape  of  exchange,  fixed  by  commission. . . .  192, 195-198 

overlapping 192, 197 

See  also  Radius  for  Service. 

ARMOBZES: 

service  at  residence  rates .*. . .  143 

A&RANOEMENTS: 

switching,  filed  with  commission 101, 104, 117 

ASSETS: 

considered  in  note  issue 42 
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rate  increase  after,  approved 95-97, 118-127, 164^171 

stock  issue  for 164, 166-167 

BILLS: 

non-payment : 

refusal  of  service  forbidden,  with  exceptions 10 

service  discontinued  for 37, 144 

disapproved  when  deposit  adequate 228-230 

toll  charges,  itemized 164 

BLANKET  GRANT: 

included  in  franchise  ordinance 65-67 

BONDS: 

issue  approved 11-12 

pledged  as  security  for  issue  of  collateral  trust  notes 218-219 

See  also  Capital  Stock;  Notes. 
BOOKS: 

examined  before  note  issue . . ; 43 

BREAKDOWN  SERVICE: 

rates  for 248 

utility  not  required  to  furnish  competitor  with . . .  232, 234r-239, 241 
BUCTRUS,  OmO: 

valuation  of  property  determined  by  commission 246-259 

BUSINESS  POUCIES: 

attitude  of  commission  in  criticising 257 

BUSINESS  RATES.     See  Rates. 

CAPITAL: 

stock : 
i^ue: 

acquisition  of  property  approved 34-35 

betterments 164, 166-167 

extension  of  lines  approved 34-35 

refunding  of  obligations 73-75 

validation  of  unauthorized 63, 70 

ownership,  condition  precedent  to  service,  disapproved.  102, 112 

sale  at  not  less  than  par 35, 73-74 

See  also  Bonds;  Notes, 
working : 

allowance  in  valuation  of  property 247, 252-253 

consiJiered  in  rate  fixing 12 

CAPITALIZATION: 

considered  in  valuation 256-257 

stock  issue  for,  increased 164 
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public  convenience  and  necessity: 

denied  when  territory  is  adequately  served 260-265 

exercise  rights  granted  by  franchise 2-9 

CHARGES.     See  Rates. 

CHARTTARLE  INSTITUTIOKS : 

service  at  residence  rates 143-144 

CHURCHES: 

service  at  residence  rates 143 

study  of  pastor,  residence  rate  approved. , 71-72 

CLASSIFICATION: 
exchanges : 

how  made 192-193, 196-196, 198-203 

to  determine  rates 198-203 

rates 244-246 

service,  basis  on  number  of  subscribers  to  fix  flat  rates.  193, 198-203 

CLEARANCE: 

wires  crossing  railway  rights  of  way 31-32 

CLERGYMEN: 

study  in  church  listed  at  residence  rates 71-72 

COLLATERAL  TRUST  NOTES: 

sale  at  price  fixed  by  commission 218-219 

COLLECTIONS: 

advance,  for  rentals  approved 10 

COMMISSIONS: 

retained  as  part  compensation  for  salaries 15-17, 19 

COMMON  BATTERT  SYSTEM: 

rate  increase  upon  installation 164-171 

COMPETING  COMPANIES: 

entrance  into  territory  adequately  served,  disapproved...  260-265 

physical  connection  compulsory 176-191 

public  utility  not-  required  to  furnish  breakdown  service 

to 232,234-239,241 

service  compared  in  determining  physical  connection 182-187 

COMPETITION: 

disadvantages 260, 264 

disapproved  when  service  by  one  utility  adequate ....  130, 133-134 

private  plants,  obligation  of  public  utility  toward 232-243 

undesirable   172, 175 

imeconomic,  prohibited  177, 188 

unprofitable    184 

CONDUITS: 

rules  governing  construction  and  maintenance 87-90 

CONSOLIDATION: 

exchanges,  new  schedules  approved 47 


Digitized  by 


v^oogle 


SUBJECT   INDEX. 

CONSTRUCTION:  faoe. 

cost,  considered  in  fixing  rates 20^-210 

extension  of  lines  across  rights  of  way  of  railway ;       31-32 

indiscriminate^  resulting  in  overloaded  lines 104 

toll  lines,  stock  issue  approved 34-35 

underground  system,  rules  governing 87-90 

C0NSUMEB8.    See  Subscribers. 
CONTINUOUS  SERVICE.     See  Service. 
CONTRACTS: 

between  municipality  and  public  utility,  approved  by  com- 
mission     ; 96-97 

valid  when  263 

exclusive,  disapproved    241 

existing,  filed  with  conunission 195, 217 

expired,  discrimination  disapproved 194, 215-217 

filed  with  commission 101, 104, 117 

free  service  to  municipality  not  deemed  a  discrimination..  220-227 
obsolete,  deemed  discriminatory  and  unlawful..  29-30,194,215-217 
rates  and  service: 

must  be  included  in  schedules  filed 77-79, 83-85 

no  other  electric  service  shall  be  used  over  equipment 

of  utiUty  under 231,234-236,242 

short  term,  rates 143 

special,  switching  service  disapproved 78-85 

termination,  consent  of  commission  unnecessary 70 

CORDS: 

length,  for  desk  sets 40 

COST: 

betterments,  considered  in  rate  increase 164, 167-168 

construction,  considered  in  fixing  rates 208-210 

development,  considered  in  valuation 255-256 

installation  of  equipment,  borne  by  utility. 56-62 

mileage,  proportion  borne  by  subscribers  and  utility 193, 205 

physical  connection  apix>rtioned  equally  between  utilities. .  177,191 
reproduction,  new: 

considered  in  rate  fixing 12, 20 

increase 118-119,  123,  140,145-148 

switching 161 

valuation  based  upon 246, 249-251 

service : 

additional    charge    for   physical   connection   must   be 

reasonable  177,187-188 

considered  in  rate  fixing 12, 19-20, 194, 208-210 

rates  insufficient  to  cover 248 
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service  —  continued : 

Bubecriber  reimbursed  when  service  refused 78-80,83,85 

switching,  considered  in  fbdng  rates 164, 157 

DEFINmOKS: 

electrical  corporations 241 

DEPOSITS: 

condition  precedent  to  service 144 

disapproved 12, 25, 28 

guaranty  of  payment,  reasonable  requirement 229-230 

renewal,  conditions  precedent  to 230 

sufficient  to  cover  outstanding  charges,  service  discontinued 

disapproved 228-230 

DEPBEOIATION: 

allowance  for 167, 194, 208, 251-252 

considered  in  rate  fixing 12, 20-22, 24 

increase  140, 148 

rate: 

S%  to  10%  allowance  for 194,209 

5V2%  reasonable 22, 24 

4%  deemed  fair 21 

7%  aflowance  for 118-119, 123-126, 148, 162, 165, 168 

6y2%  allowance  for 148, 170 

30%  fair,  when  betterments  ordered. 124 

See  also  Valuation  of  Property. 
DESK  TELEPHONES: 

rates,  ai^roved 33 

DEVELOPMENT: 

cost,  considered  in  valuation 255-256 

DIREOTOBIES: 

charge  for  additional  listings: 

approved 142 

disapproved   9^101 

study  of  pastor  in  church  listed  at  residence  rates 71-72 

DIBECTOBS: 

rates  uniform  for  all  subscribers 31 

resolutions  of,  approved  by  commission 11-12 

DISCONTINUED  SEBVICE.     See  Service. 
DISCOUNT: 

payment  in  advance  approved 95-96 

prompt  payment 153-154 

DISCOXJBTESiBfii : 

prohibited  122-123 
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existing  through  irregular  contract,  disapproved 194,215-217 

free  service  to  municipality  not  deemed 220-227 

prevented  by  filing  of  rate  schedules 76-78 

rates : 

eliminated  by  revised  schedule 1 

obsolete  contracts  unlawful 29-30 

reduced  to  stockholders 79,83,101-103,110-111,115 

stockholders  and  non-stockholders,  eliminated 153-154 

refusal  of  service  at  scheduled  rate 78-80, 83-^5 

DIVIDENDS: 

existing  rates  insufficient  to  provide  for 141 

DUPLICATION: 

facilities  disapproved 63,65,68-70,130-139,171-176,260-264 

prohibited  177, 188 

EARNXNGS: 

considered  in  fixing  rate  increase 140, 148-150 

ELECTRIC  LIGHT  AND  POWER  COMPANIES: 

free  service  to  municipality 220-227 

sale  of  collateral  trust  notes 218-219 

second  company  denied  admission  into  territory  adequately 

served    260-265 

service,  refused  to  consumer  receiving  current  from  private 

plant    231-243 

valuation  of  property,  ascertained  by  commission 246-259 

ELECTRICAL  CORPORATIONS: 

defined 241 

service,  obligation  to  furnish,  to  private  competing  plant. .  231-243 
EMERGENCIES: 

free  service,  approved 51 

temporary  connection  by  competing  company  during -h  136-137 

EMPLOYEES: 

provided  with  rules  governing  underground  systems 87-90 

ENGINEERING: 

allowance  in  valuation : 247, 249, 253 

EQUIPMENT: 

disadvantages  of  privately  owned 55-61 

duplication  disapproved 63,  66, 68-70, 130-139, 171-176, 260-264 

installation : 

cost,  borne  by  utility 56-62 

refusal  to  subscriber  desiring  connection  with  foreign 

central  office 91-9-1 

no  other  electric  service  shall  be  used  over,  of  utility...  231,234- 

236,242 

reasonable  care,  condition  precedent  to  service 102, 112 
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EQUIPMENT  — continued:  page. 

segr^ation  of^  for  different  sources  of  supply  disapproved.  243 

switching  rates  for  privately  owned 78-85 

EXCHAKGE  EABIUS : 

establishment  of  arbitrary 192, 195-198 

extent  and  shape,  fixed  by  commission 192, 195-198 

EXOHAKGES: 

discrimination  eliminated 1 

flat  rate  for  service  between 44  46 

local,  communication  between  two,  considered  toll  service . .  102, 110 

new  schedule  of  rates,  approved 47-43 

rate  increase  for,  approved 53 

EXPENSES: 

incurred    in    furnishing    equipment,    reimbursed    to    sub- 
scriber   78-80, 83, 85 

operating : 

considered  in  rate  fixing 13, 15, 18, 22-23 

increase 119, 123-126, 140, 148-149 

switching 162 

rates  insufficient  to  cover,  increase  approved 12-28,165, 

168-170 
EXTENSION: 
lines: 

construction  across  rights  of  way  of  railway 31-32 

occupied  territory,  duplication  disapproved 63-70 

public  convenience  and  necessity  do  not  require 130-139, 

171-176 

stock  issue  for,  approved 34-35 

unoccupied  territory,  approved 139, 171, 174 

telephones : 

additional  rental  approved 102,109,114-115,117 

reasonableness  of  charge  for  installation 55-62 

FACILrnES: 

dupUcation  disapproved. ...  63, 65, 68-70, 130-139, 171-176, 260-264 
FAIR  BETXJBN.     See  Return  upon  Investment. 
FARM  LINES: 

metallic  service,  establishment  approved 51 

rates: 

business,  approved  49 

fixed  by  commission 151 

message  and  flat  discontinued  upon  increase 165-168, 170 

reduction  for  payment  in  advance 140, 152 

special,  approved  205-215 
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rates  —  eontinued : 
switching : 

fixed  by  commission 101, 107-109, 114, 11^117 

increase  for  52 

payment  in  advance 37 

toll  messages  routed  over,  disapproved 113, 116 

not  to  be  considered  precedent  in  other  cases 118 

value  of  physical  connection 186-188 

See  also  Switching  Service. 
FEES: 

switching  fixed  by  commission 101,105,107-109,114,116-117, 

154r-164 
FINAKCINa: 

considered  in  valuation 256 

FINES: 

closing  of  telegraph  office 39 

FIRMS: 

business,  charge  for  extra  names: 

approved 142 

disapproved   98-101 

FIXED  CHARGES: 

rate  increase  to  cover 165, 169 

FLAT  RATES.    See  Rates. 
FORFEITURES: 

fninchiseSy  ordinance  does  not  provide  for 5, 7 

FORMS: 

rate  schedules,  prescribed  by  commission 76 

FRANCHISES: 

approval  of  commission  necessary  before  exercise 63-70 

certificate  of  public  convenience  and  necessity  granted  to 

exercise  rights 2-9 

ordinance  granting  approval  withheld 63-70 

privilege,  return  for,  by  free  service,  not  deemed  a  discrim- 
ination    221-227 

transfer,  advantages  aoeruing  to  municipal  corporation ...       2, 5-S 
FRATERNAL  ORGANIZATIONS: 

service  at  residence  rates 143 

FREE  SERVICE: 

emergencies,  approved 51 

municipal : 

buildings 220-227 

corporations,  upon  ti*an8f er  of  franchise 6 

night 151 
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FREE  SEBVIOE  —  continued :  page. 

stockholders,  deemed  a  discrimination 103 

transfer  of  franchise  does  not  provide 4 

GAS  COMPANIES: 

rates  classification   244-24(1 

sale  of  collateral  trust  notes 218-219 

service  discontinued  for  non-payment  of  bill,  disapproved 

deposit  adequate 228-230 

GRANTS: 

blanket,  included  in  franchise  ordinance 66-67 

GROSS  RECEIPTS: 

transfer  of  franchise  does  not  provide  payment  of  per- 
centage of 4 

29^,  received  by  municipal  corporation  from  telephone  com- 
pany upon  transfer  of  franchise 6 

GUARANTY: 

deposit  to  cover  bill,  reasonable  requirement 229-230 

HATES,  LOUISIANA: 

penalty  for  closing  telegraph  office 38-39 

IMPROVEMENTS.     See  Betterments. 

INCOME: 

gross,  considered  in  fixing  rate  increase 164, 168 

INCREASE.     See  Rates;  Service. 

nflTIAL  PERIOD: 

time  limit 193, 196, 204 

INSPECTION: 

schedules  open  to  public 76 

INSTALLATION: 

betterments,  rate  increase  approved 95-97 

common  battery  system  rate  increase  after 164-171 

equipment : 

cost,  borne  by  utility 56-62 

refused  to  subscriber  desiring  connection  with  foreign 

central  office 91-94 

extension  telephones,  reasonableness  of  charge 55-62 

in  office  of  local  companies  approved 35-36 

metallic  circuit  system,  rate  increase  upon 140, 151-152 

number  of  subscribers  considered  to  determine  value  of 

physical  connection  183-184 

INSTRUMENTS: 

desk,  sets,  length  of  cords 40 

disadvantages  of  privately  owned 55-61 

new,  installation,  rate  increase  approved 95-97 

ownership,  by  utility 55-61 
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SUBJECT   INDEX. 

INSUBAKCE:  paob. 

allowance  for,  in  valuation  of  property 247, 249, 251, 253 

INTAKGIBLE  PBOPEBTT: 

allowance  in  valuation 246,249,253-255,258 

not  made 246, 249 

INTEBCHANGE  OF  SEBVIOE: 

compulsory  154, 163 

denied  when  territory  adequately  served 80 

physical  connection  required  for 177-191 

revenues  from  155, 162-164 

JOINT  BATES: 

must  be  filed 76 

JUBI8DICTI0N: 

contracts  between  utilities  and  municipalities,  compliance 

ordered  by  commission 223-227 

extension  of  lines,  subject  to,  of  commission 173 

physical  connection,  subject  to,  of  commission ...  86,  176,  179-180 

LANGUAGE: 

proper  condition  precedent  to  service 102, 112 

LEGAL  EXPENSES: 

allowance  in  valuation 247, 249, 253 

LENGTH: 

desk  set  cords,  modification  of  regulation  approved 40 

LIABILITIES: 

considered  in  note  issue 42-43 

LIBBABIE8: 

service  at  residence  rates 143 

LINES: 

extension : 

construction  across  rights  of  way  of  railway 31-32 

occupied  territory,  duplication  disapproved 63-70 

public  convenience  and  necessity  do  not  require....  130-139, 

171-176 

stock  issue  for,  approved 34-35 

unoccupied  territory  approved 139, 171, 174 

individual  residence  rate  approved 53-^ 

overloaded,  inadequate  service  due  to 102-105 

parallel,  disapproved  130-137 

privately  owned: 

disadvantages 55-61 

switching  rates  for 78-85 
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LISTINGS:  page. 

additional;  in  directory,  charge  for: 

approved 142 

disapproved   98-101 

study  of  pastor  in  church  at  residence  rate 71-72 

LOCAL  SEBVIOE.    See  Service. 
LOSSES: 

considered  in: 

rate  fixing   13, 15, 17 

valuation 255 

rate  increase  to  cover,  desired 13, 15 

result  of  physical  connection,  additional  rate  to  cover 177, 187 

LOUISIANA  — RAILROAD  COMMISSION: 

penalty  for  closing  of  telegraph  office 38-39 

MAGNETO  SYSTEM: 

common  battery  system  substituted  for,  rate  increase  after.  164-171 

MAINTENANCE: 

underground  systems,  rules  governing 87-90 

MANHOLES: 

rules  governing  construction  and  maintenance 87-90 

MESSAGES: 

initial  time  limit 204 

toll,  routed  over  farm  lines,  disapproved. 113,  IIG 

METALLIC  CIRCUIT  SYSTEM: 

farm  line,  establishment  approved 51 

rate  increase  upon  installation 140, 151-152 

MILEAGE: 

computation,  method  of 193, 204-205 

cost,  proportion  borne  by  subscribers  and  utility 193, 205 

wire  and  air  line 193, 203-205 

MINIMUM  CHARGE: 

insufficient  to  cover  expenses 24S 

interchange  of  service 155, 164 

MULTI-PARTY  LINES: 

rates  approved 194,205-215 

MUNICIPAL  CORPORATIONS: 

advantages  accruing  from  transfer  of  franchise 2, 5-8 

agreement  between  telephone  company  and,  approved  by 

commission   95-97 

contracts  between  public  utilities  and,  not  valid  unless  ap- 
proved by  commission : 263 

free  service  provided  for  by  contract  not  deemed  a  dis- 
crimination    220-227 
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MUTUAL  COMPANIES:  fagk. 

physical  connection  to 157, 163 

reduced  rates  to  stockholder  of,  condemned 79, 83 

NAMES: 

extra  in  directories,  charge: 

approved 142 

disapproved   98-101 

NEVADA  — RAILROAD  COMMISSION: 

rates  for  extension  telephone  service 55-€2 

NEWSPAPERS: 

obsolete  contracts  deemed  discriminatory 29-30 

NIGHT  SERVICE: 

free    151 

NON-PAYMENT: 

refusal  of  service  forbidden,  with  exceptions 10 

service  discontinued  for 37, 144 

disapproved  when  deposit  adequate 228-230 

NON-STOCKHOLDERS: 
rates : 

greater  than  for  stockholders,  a  discrimination 101-103, 

110-111,115 

uniform  for  stockholders  and 31, 153-154 

NON-SUBSCRIBERS: 

extra  charge  for  service 144 

discontinued 140, 152 

listed  at  residence  of  subscriber,  charge  for 142 

NOTES: 

collateral  trust,  sale  at  price  fixed  by  commission 218-219 

issue,  refunding  demand  notes  approved 41-^ 

promissory,  stock  issue  to  discharge 73-75 

sale,  at  par 41 

See  also  Bonds;  Stock. 
NOTICES: 

discontinuance  of  service,  reasonable  time  must  be  given. .  228-230 
NOVA  SCOTIA,  CANADA: 

investigation  of  rates  and  service 192-217 

OAKLAND,  CALIFORNIA: 

transfer  of  franchise  approved 2-9 

OBLIGATIONS: 

contract  of  predecessor  in   title  to  furnish   free  service, 

required  of  existing  utility 220-227 

OrriCERS: 

rates,  uniform  for  all  subscribers 31 
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OFFI0E8:  pagk. 

closing-  of  tekgraph,  disapproved 38-39 

foreign  central,  refusal  of  service  to  subscriber  desiring 

connection  with    91-94 

local,  installation  of  telephones  approved 35-36 

location  of  central 192, 196-197 

OHIO  —  THE  PUBLIC  UTILITIES  COMMISSION: 

filing  of  rate  schedules 75-78 

OPEBATINO: 
expenses : 

considered  in  rate  fixing 13, 15, 18, 22-23 

increase 119,123-126,140,148-149 

switching 162 

rates  insufficient  to  cover,  increase  approved .  12-28, 166, 168-170 
revenues : 

considered  in  rate  fixing 13, 15, 21-23 

increase 168-170 

OBDEH: 

previous  affirmed 244-246 

ORDINANCES: 

approval  withheld  when  territory  adequately  served 260-265 

exercise  of,  illegal  unless  approved  by  commission 263 

franchise  granted  by 2-5, 9 

approval  withheld 63-70 

obligations  upon  utility  to  give  free  service 220-227 

rates  established  by,  insufficient 246-248 

O&EGON  — RAILROAD  COMMISSION: 

rules  governing  underground  systems 87-90 

OVERHEAD  CHARGES: 
considered  in: 

rate  fixing 20 

valuation  of  property 253-254 

OVERLOADED  LINES: 

inadequate  service,  due  to 102-105 

OWNERSHIP: 

instruments  by  utility 55-61 

private  lines: 

disadvantages 55-61 

rates  for  switching  service 78-85 

PAR  VALUE.    See  Capital  Stock. 
PARALLEL  LINES: 

disapproved 130-138 
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PABTIOULAB  PARTY:  page. 

method  for  local  and  toll  service,  optional  with  subscriber.  193, 

204r-205 
PARTY  LINE: 

service,  company  not  liable  to  furnish,  unless  line  kept  full .  144 

regulation  disapproved  140, 161-152 

PAYMENT: 
advance : 

approved 10 

condition  precedent  to  service 102, 112 

discount  approved   95-96 

farm  line  switching  rates 37 

rate  reduction  for  farm  lines. 140, 162 

prompt  discount,  approved 153-154 

See  also  Non-payment. 
PENALTIES: 

closing  of  telegraph  office 38-39 

delayed  payment  of  bills,  should  be  reduced 140, 151 

failure  to  pay  bills  promptly 143, 152, 154-155, 164 

rate  reduction  for  stockholders 110-111 

PHYSICAL  CONNECTION: 

adequate  service  secured  by 172, 175 

compulsory  154, 163, 176-191 

denied  when  territory  adequately  served 86 

conditions  of  making  fixed  by  utilities 177, 190 

cost,  apportioned  equally  between  utilities 177, 191 

established  for  adequate  toll  service 130,  135-130 

foreign  central  office,  with,  service  refused 91-94 

privately  owned  instruments,  with,  disapproved 55-61 

public  convenience  and  necessity  require 177-191 

temporary  by  competing  company  during  emergency 136-137 

PLAINriELD,  NEW  JERSEY: 

free    service    to   municipal    buildings   not    deemed   a    dis- 
crimination     220-227 

PLANT: 

entire,  value  considered  in  determining  reasonable  charge 

for  installation  of  instruments 55-61 

privately  owned,  refusal  of  service  to  consumer  receiving 

current  from   231-243 

PONY  FARMERS'  LINES: 

flat  rates  approved 193,199,205-215 

POWER     COMPANIES.       See     Electric    Light     and    Power 

Companies. 
PRACTICES: 

investigation  of  irregular 101-117 
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SUBJECT  INDEX, 

PRESEKT  VALUE:  page. 

basis  for  rate  fixing 12, 20-21 

considered  in: 
fixing  rates: 

increase  118-119, 123-124, 140, 145-148 

•  switching 161 

valuation  of  property 247, 249, 252 

PRIVATE  PLANTS: 

obligation  of  public  utility  toward 232-243 

PRIVILEGES: 

physical  connection,  additional  rate  for 177, 187-188 

PROMISSORT  NOTES: 

stock  issue  to  discharge 73-75 

PROMPT  PAYMENT: 

discount  153-154 

PROPERTY: 

acquisition,  approved 11-12 

appraisals,  considered  in  fixing  rates 248-253 

intangibles,  allowance  in  valuation 246, 249, 253-255, 258 

sale: 

approved   11-12 

price  not  binding  for  rate  fixing 9 

subject  to  approval  of  municipal  corporations 5 

tangible,  fair  value  of 246, 249-253 

PUBUO  BUILDINaS: 

municipality,  free  service  not  deemed  a  discrimination 220-227 

PUBUO  CONVENIENCE  AND  NECESSITY: 
certificates : 

denied  when  territory  is  adequately  served 260-26J) 

exercise  rights  granted  by  franchise 2-9 

considered  in  approving  franchises 63-70 

extension  of  lines  not  required  by 130-139,  171-170 

physical  connection  required  by 177-191 

PUBLIC  UTILITIES: 

contracts    between    municipality    and,    not    valid    unless 

approved  by  commission 263 

not  required  to  furnish  breakdown  service  for  competitor. .  232 

234-239,241 
RADIUS  FOR  SERVICE: 

determined  by  zone  system 91-94 

extent  and  shape  fixed  by  commission 192,  195-198 

fixed  by  utility 102,  111 

RAILWAYS: 

closing  of  local  telegraph  office  disapproved 38-39 

extension  of  lines  across  rights  of  way  of 31-32 

XXV  Digitized  by  V^OOQIC 


SUBJECT  INDEX. 

RATE  OF  &ETUBN:  page. 

8.78%  reasonable   24 

7%  allowance  for 119,124-126,148 

6%,  fair  22 

See  also  Return  upon  Investment. 
RATES: 

additional : 

directory  listings : 

approved 142 

disapproved 98-101 

extension  sets,  approved 102, 109, 114r-115, 117 

physical,  connection,  for 177, 187-18S 

agreement  between  city  and  telephone  company,  approved 
by  commission 95-97 

business : 

changes  approved  by  commission 12, 14, 23-27, 37,  41  46 

farm  line  service  approved 49 

obsolete  contracts  deemed  discriminatory 29-30 

changes  approved  47-48 

charitable  institutions  at  residence 143-144 

classification 244r-246 

comparison  of  pony  farmers '  line  and  farm  line 207 

contracts : 

between  city  and  telephone  company  approved  by  com- 
mission        95-97 

changed  by  commission 155, 163 

discrimination  disapproved   194, 215-217 

must  be  included  in  schedules  filed 77-79, 83-85 

no  other  electric  service  shall  be  used  over  equipment 
of  utility  under 231, 234-236, 242 

desk  telephones,  approved 33 

discrimination : 

eliminated  by  filing  new  schedule 1 

irregular  contract  disapproved 194,  215-217 

obsolete  contracts  deemed  unlawful 29-30 

reduction  for  stockholders 79, 83, 101-103, 110-111, 115 

refusal  of  service  at  schedule  rate 78-80, 83-B5 

stockholders  and  non-stockholders  eliminated 153-154 

excessive,  compared  with  value  of  property  and  service 55-61 

exchange  service : 

increase  approved 53 

new  schedule  approved 47-48 

existing : 

discrimination  eliminated 1 

inadequate 124-127 

increase,  approved 12-28,  139-152 
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farm  lines: 

business,  approved 49 

fixed  by  commission 151 

message  and  fiat  diacontinned  upon  increase 165-168, 170 

reduction  for  payment  in  advance 140, 152 

special,  approved  , 193, 205-215 

switching : 

fixed  by  commission 101, 107-109, 114, 116-117 

increase  for 52 

payment  in  advance 37 

flat: 

business,  obsolete  contracts  deemed  discriminatory 29-30 

exchangee  classified  to  determine 193, 195, 198-203 

extension  telephones  approved 56-62 

farm  line  switching  service  disapproved 101, 113-114 

message  or,  optional  with  subscriber 163 

service  betwe^i  exchanges 44-40 

switching  service 154-156, 162-163 

graduated,  switching  service  approved 101, 109, 116-117 

increase : 

approved 44r-46, 153-154 

after  betterments 95-97, 118-127, 16^171 

existing  rates  unjust 12-28 

when  revenue  insoffieient 139-152 

exchange  servioe  approved 53 

installation  common  battery  system 164-171 

prescribed  by  commission 118-129 

switching  service 52 

installation  of  extension  telephones,  reasonableness  of 55-62 

insufficient  to  earn  fair  return 246, 248 

investigation  of  irregular  practices 101-1.1 7 

.     joint,  must  be  filed 76 

local  toll  service,  fixed  by  commission 205 

message: 

disapproved  for  farm  lines  connected  with  exchange  on 

switching  basis 116 

fixed  by  commission 155, 163-164 

switching  service 154-156, 162-163 

mileage,  additional  to  fiat  rate 193, 199-203 

minimum : 

insufficient  to  cover  expenses 248 

interchange  of  service 155, 164 

multi-party  lines  approved 194, 205-215 

ordinances,  established  by 246-248 
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payment  in  advance: 

approved 10 

condition  precedent  to  service 102, 112 

*'  pony  farmers  ''  line  approved 192, 199, 205-215 

prescribed  by  commission,  estimated  revenue  under 118-119 

125-126 

reasonable,  discrimination  removed  by 1 

prescribed  by  commission 12-28 

reduction : 

extension  service 56-62 

stockholders : 

deemed  a  discrimination 101-103, 110-111, 115 

of  mutual  company,  condenmed 79,  83 

toll  service: 

approved 44  46 

at  request  of  company,  approved 50 

residence : 

changes  approved  by  commission 12, 14, 23-27, 37, 44  46 

charitable  institutions  at 143-144 

established  and  approved 53-54 

libraries  at 143 

study  of  pastor  in  church  listed  at 71-72 

schedules : 

adjustment 12-28 

to  increase  revenues 44  4(» 

amended,   approved 33, 36-37 

filed  with  commission 34, 37, 75-78, 104, 117 

form  prescribed  by  conmiission 79 

indefinite,  classification  determined  by  conmiission. . . .  245 

new,  approved 47-48 

prescribed  by  commission 165-171 

rate  increase  approved 139-152 

refusal  of  service  at,  deemed  discrimination 78-80, 8J-85 

revised : 

filed  for  exchange  service 1 

secure  advance  payment 10 

rules  and  regulations  included 75-78 

short  term  contracts 143 

similar : 

for  similar  service 193-194, 198-199,217 

to  those  of  other  localities 95-9() 

special,  on  farm  lines,  only  between  subscribers,  approved. .  103 

205-215 
sufficient  to  cover  expenses,  increase  approved 124-127 
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switching : 

fixed  by  commission. . . .  101, 107-109, 114, 116-117, 154-164, 214 

increase  for  independent  farm  lines 52 

percentage  retained  by  operators  for  salary 16 

service  furnished  to  privately  owned  line 78-85 

traffic  study  to  determine 154, 157-159 

toll: 

additional  to  flat  rate  fixed  by  commission 213 

apportionment 163 

local,  fixed  for  messages  between  exchanges 203 

reduction : 

approved 44-4(5 

at  request  of  company 50 

uniform  and  schedule  filed 79-80, 84-86 

uniform  to  all  subscribers 31 

uniform  for  stockholders  and  non-stockholders 101-103, 110 

115, 153-154 
wholesale  refused  to  consumer  receiving  current  from  pri- 
vate plant 231, 234 

Oas  Companies: 

classification 244-246 

RECEIPTS: 
gross: 

transfer  of  franchise  does  not  provide  payment  of  per- 
centage  of 4 

29^,  received  by  municipal  corporation  from  telephone 

company  upon  transfer  of  franchise 6 

REFUKDma  OF  OBLIGATIONS.     See  Capital  Stock:  issue. 
REGULATIONS: 

included  in  rate  schedules 75-78 

installation  portable  desk  set  cords,  modification  approved.  40 

revision 139-140, 151-152 

RENTALS: 

must  be  filed , 76 

payment  in  advance  approved 10 

REPAIRS: 

necessary  before  rate  increase 118-129 

REPLACEMENT  VALUE: 

valuation  based  upon 247, 249-251 

REPORTS: 

issue  and  sale  of  stock  to  commission 75 

service  of  pony  farmers'  lines 215 
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BSPBODUOTION,  COST,  NEW:  paob. 

considered  in  rate  fixing 12, 20 

increase 118-119,123,140,145-148 

switching 161 

valuation  based  upon 246, 249-251 

BESIDENOE  RATES.    See  Rates. 
BETUBN  UPON  INVESTMENT: 

considered  in  rate  fixing 13, 15, 19, 21-24, 194, 208 

increase 164, 168-169 

switching 154,160,162 

fair,  rates  insufficient  to  cover,  increase  approved 12,165, 169 

140-152,246,248 
rate: 

SJS7c  reasonable 2i 

79c  allowance  for 119,124-126,148 

'6%  fair 22 

BE  VENUES: 

comparison  of  pony  farmers'  line  rate  and  farm  line  rate. .  207 

considered  in  fixing  rate  increase 140, 149-150 

estimated : 

on  basis  of  number  of  subscribers 149-150 

under  prescribed  rates 118-119, 126-120 

increase,  adjustment  of  rates 44  46 

insufficient  under  existing  rates 139-152 

interchange  of  service,  from 155, 162-164 

operating : 

considered  in  rate  fixing 13, 15, 21-23 

increase 168-170 

toll: 

considered  in  determining: 

rates 12,14-18,21 

valne  of  physical  connection 183 

BIGHTS  OP  WAY: 

railway,  extension  of  lines  across 31-82 

BOUTINO: 

messages,  toll  over  farm  lines,  disapproved 113 

BULES: 

compliance  condition  precedent  to  service 102, 112 

governing,  underground  systems 87-90 

included  in  rate  schedules 75-78, 83-85 

revision 139-140, 151-152 

BUBAL  LINES.     See  Farm  Lines. 
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SALABIES:  paaei 

eommissions  retained  as  part  compensation  for 15-17, 19 

considered  in  rate  fixing 15-17, 19, 22 

manager,  allowance  for,  not  made 18 

operators,    apportionment    fixed    by    study    of    switching 

service 154, 157-160 

SALE  OF  PBOPBRTY: 

approved 11-12 

price  not  binding  for  rate  fixing 9 

subject  to  approval  of  municipal  corporation 5 

SCHEDULES.    See  Rates. 

SCHOOLS: 

service  at  residence  rates 143 

SEGBEGATION: 

equipment,  for  different  sources  of  supply,  disapproved 243 

SEEVICE: 

additional : 

extra  charge  for 192 

rate  for  extensions 56-62 

adequate : 

competition  disapproved 130, 133-134 

demanded  by  subscribers 105 

existing  rates  insufficient  for,  increase  approved 140-152 

extension  of  lines  unnecessary 138, 175 

number  of  sub-stations  limited 214 

required  at  reasonable  rates 91, 93 

auxiliary : 

obligation  to  furnish,  construction  of  law 232, 236, 239-24t) 

rates  for 248 

refused  to  consumer  receiving  current  from  private 
plant 231-243 

betterments  required,  rate  increase  after 118-127 

breakdown : 

rates  for 248 

utility  not  required  to  furnish  competitor  with .   232, 234-239, 241 

classification  exchanges,  how  made 193, 195-196, 198-203 

complete  for  toll,  required 203 

conditions  precedent  to  securing 102, 112 

included  in  rate  schedules 75-79, 83-85 

continuous : 

or  limited '. 198-201 

required 119 
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contracts : 

must  be  included  in  schedules  filed 77-79, 83-85 

no  other  electric  service  shall  be  used  over  equipment 

of  utility  under 231,234-236,242 

cost: 

additional   charge   for,   physical   connection   must   be 

reasonable 177, 187-188 

considered  in  rate  fixing 12, 19-20, 194, 208-210 

rate  insufficient  to  cover 248 

subscriber  reimbursed  when  service  refused 78-80, 83, 85 

switching,  considered  in  fixing  rates 154, 157 

demanded,  must  be  supplied  when  no  other  source 232, 241 

deposit  as  condition  precedent  to,  disapproved 12, 25, 28 

discontinued : 

non-payment 37, 144 

disapproved  when  deposit  adequate 228-230 

rules  disregarded   102, 112 

discrimination  irregular  contract  disapproved 215-217 

entire  value  considered  in  determining  reasonable  charge 

for  installation  of  instruments 55-61 

exchanges : 

approval  of  rates 47-48 

increase  .  .  • 44  46 

revised  rates  filed 1 

extension,  distinguished  from  auxiliary 56, 61 

farm  lines: 

extended  indefinitely  causing  overloaded  lines 102-105 

switching  flat  rates  disapproved 101, 113-114 

flat  rate  business,  obsolete  contracts  deemed  unlawful 29-30 

free: 

emergencies,  approved 51 

municipal : 

buildings 220-227 

corporations  upon  transfer  of  franchise 6 

night 151 

stockholders,  deemed  a  discrimination 103 

transfer  of  franchise  does  not  provide 4 

furnished  to  stockholders  of  mutual  company  at  reduced 

rate  disai)proved 79, 83 

hours  for,  increase  in 12, 19, 27 

improvement  rate  increase  after 118-127 
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inadequate : 

betterments  and  rate  increase  to  improve 118-120 

due  to  overloaded  lines 102-105 

investigated  and  remedied  by  commission 13(V-137 

metallic  substituted  for  grounded  circuits 68 

interchange  between  companies  compulsory 154, 163 

denied  when  territory  adequately  served 86 

physical  connection  required  for 177-191 

revenues  from  155, 162-164 

investigation  before  rate  increase  approved 128-129 

limited  by  existing  rates ; .  13 

local,  requirements  of  utility 203-204 

measured  approved 208 

message  basis  instead  of  switching  basis  disapproved 105, 110 

metallic  farm  line,  establishment  approved 51 

night,  required 119 

obligation  of  utility  to  furnish  to  competitor,  construction 

of  law 23*2-243 

party  line : 

company  not  liable  to  furnish  unless  line  kept  full 141 

regulation  disapproved 140, 151-152 

payment  in  advance  approved 36-37 

radius  for: 

determined  by  zone  system 91-94 

extent  and  shape  fixed  by  commission 192, 195-198 

fixed  by  utility 102,  111 

refusal  to  give: 

at  scheduled  rates  a  discrimination 78-80, 83-85 

consumer  receiving  current  from  private  plant 231-243 
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PART  I. 

COMMISSION  ORDERS,  RULINGS  AND  DECISIONS 
DIRECTLY  AFFECTING  TELEPHONE  AND 
TELEGRAPH  COMPANIES. 

ARIZONA. 

Corporation  Commission. 

Abizoka  Corporation  Commission  v.  Thr  Mountain  States 
Telephone  and  Telegraph  Company. 

Docket  No.  154. 

Decided  May  7,  1914, 

rOiiig  of  Bevlsad  Schedule  of  Rates  for  Exchange  Service  —  EUmination 
of  Discriminatory  Features  of  Existing  Schedule. 

Supplemental  Order. 

Whereas,  this  Commission  did,  on  April  1,  1914,  order  * 
the  defendant,  in  the  above  entitled  cause,  to  install  a  new 
and  adequate  telephone  exchange  in  the  town  of  Nogales, 
Arizona,  and 

Whereas,  it  appears  from  an  inspection  of  the  rates,  filed 
with  this  Commission,  that  there  exists  many  rates  which 
are  discriminatory  and  illegal,  and 

Whereas,  under  the  laws  of  this  State,  and  order  of  this 
Commission,  all  rates  shall  be  reasonable  and  uniform ; 

It  is,  therefore,  ordered,  That  defendant  company  file 
with  Commission  a  new  schedule  of  rates  to  be  charged  tele- 
phone subscribers  in  said  exchange,  which  shall  be  reason- 
able and  uniform,  and  remove  all  discriminatory  rates  that 
now  exist  at  said  exchange. 

The  rates  so  filed,  when  approved  by  this  Commission, 
shall  be  effective  when  the  company  shall  have  complied 
with  the  Commission's  order,  in  this  case,  and  shall  remain 
in  full  force  and  effect,  subject  to  the  future  order  of  this 
Commission. 

Dated  at  Phoenix,  Arizona,  this  seventh  day  of  May,  1914. 

•  The  Commission's  previous  order  in  this  case  is  printed  in  Commis- 
sion Lenflet  No.  30,  at  page  1155.—  Ed. 
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CALIFORNIA. 

Railroad  Commission. 

In  the  Matter  of  the  Application  of  the  Bay  Cities 
Home  Telephone  Company,  The  Pacific  Telephone 
AND  Telegraph  Company  and  the  City  of  Oakland, 
for  an  Order  Authorizing  the  Transfer  and  Assign- 
ment of  a  Certain  Franchise  and  for  a  Certificate 
that  Public  Convenience  and  Necessity  Require  the 
Exercise  of  the  Rights  Granted  by  Said  Franchise. 

Application  No.  1071  —  Decision  No.  1436. 

Decided  April  15,  1914. 

Approval  of  Transfer  and  Assigninent  of  Franclilse  —  Surrender  of  Trans- 
feree'8  Franchise  to  City — ^Advantages  Accruing  to  City  as 
Result  of  Transfer — Certificate  of  Public  Conven- 
ience and  Necessity  Granted  to  Transferee. 

Bay  Cities  Home  Telephone  Company  authorized  to  transfer  and  assign 
to  The  Pacific  Telephone  and  Telegraph  Company  all  rights  and  privileges 
under  a  certain  franchise  granted  to  the  former  company  by  the  city  of 
Oakland,  provided  that  the  city  of  Oakland  shall  pass  an  ordinance 
approving  such  franchise.  The  Pacific  Telephone  and  Telegraph  Com- 
pany granted  a  certificate  of  public  convenience  and  necessity  to  exercise 
rights  under  the  franchise  herein  authorized  to  be  transferred. 

Appearance;s  : 

William  Thomas,  for  Bay  Cities  Home  Telephone 
Company, 

Horace  D.  Pillsbury,  for  The  Pacific  Telephone  and  Tele- 
graph Company. 

Frank  K.  Mott,  mayor  of  Oakland,  and  Charles  A. 
Beardsley,  assistant  city  attorney  of  Oakland,  for  the  city 
of  Oakland. 

Report. 
LovBLAND,  Commissioner: 

In  this  application  the  Bay  Cities  Home  Telephone  Com- 
pany, a  corporation,  and  The  Pacific  Telephone  and  Tele- 
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Application  of  Bay  Cities  Home  Telep.  Co.  et  al,     3 
C.L31.] 

graph  Company,  a  corporation,  ask  this  Commission  to 
approve  of  the  transfer  and  assignment  of  a  franchise  here- 
tofore granted  to  the  Home  Telephone  Company,  by  ordi- 
nance duly  passed  on  February  2,  1906,  and  by  that  com- 
pany assigned  to  the  Bay  Cities  Home  Telephone  Company, 
to  The  Pacific  Telephone  and  Telegraph  Company,  and  to 
give  The  Pacific  Telephone  and  Telegraph  Company  a  cer- 
tificate that  public  convenience  and  necessity  require,  and 
will  require,  the  exercise  of  the  rights  granted  by  said 
franchise. 

The  city  of  Oakland,  a  municipal  corporation,  joined  in 
the  application  and  was  represented  at  the  hearing  by  its 
mayor.  Honorable  Frank  K.  Mott,  and  its  assistant  city 
attorney,  Mr.  Charles  A.  Beardsley.  -*, 

The  franchise  which  it  is  herein  sought  to  transfer  from 
the  Bay  Cities  Home  Telephone  Company  to  The  Pacific 
Telephone  and  Telegraph  Company  is  a  franchise  to  main- 
tain and  operate  a  telephone  system  in  the  city  of  Oakland 
granted  by  Ordinance  No.  2430  by  the  city  of  Oakland,  a 
copy  of  which  franchise  and  ordinance  were  attached  to  the 
petition,  marked  **  Exhibit  A,"  and  to  which  reference  is 
made  for  the  conditions  of  the  franchise  as  set  forth  in  the 
ordinance. 

From  the  testimony  it  appears  that  heretofore,  to  wit, 
on  the  fifteenth  day  of  March,  1912,  previous  to  the  effective 
date  of  the  Public  Utilities  Act,  the  Bay  Cities  Home  Tele- 
phone Company  transferred  all  of  its  physical  and  tangible 
properties  to  the  Home  Long  Distance  Telephone  Company 
and  that  upon  the  same  date  the  Home  Long  Distance  Tele- 
phone Company  transferred  all  of  said  physical  properties 
to  The  Pacific  Telephone  and  Telegraph  Company,  and  that 
thereafter  the  Bay  Cities  Home  Telephone  Company  no 
longer  exercised  the  rights  granted  to  it  by  the  city  of 
Oakland  under  the  franchise,  as  above  set  forth,  and  that 
said  Bay  Cities  Home  Telephone  Company  now  desires  to 
transfer  and  assign  said  franchise  to  The  Pacific  Telephone 
and  Telegraph  Company. 

This  franchise  was  granted,  as  above  stated,  on  the  sec- 
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ond  day  of  February,  1906,  for  the  term  of  fifty  years,  and 
has,  therefore,  forty-two  years  yet  to  run. 

The  Pacific  Telephone  and  Telegraph  Company  is  also 
operating  in  the  city  of  Oakland  under  a  franchise  granted 
by  said  city  on  May  16,  1892,  by  Ordinance  No.  1423,  which 
ordinance  will  expire  by  limitation  in  1942,  having,  there- 
fore, but  twenty-eight  years  yet  to  run. 

It  is  the  desire  of  The  Pacific  Telephone  and  Telegraph 
Company  to  surrender  to  the  city  of  Oakland  this  fran- 
chise and  hereafter  to  maintain  and  operate  its  system  in 
said  city  of  Oakland  under  the  franchise  now  held  by  the 
Bay  Cities  Home  Telephone  Company,  the  transfer  of 
which  to  The  Pacific  Telephone  and  Telegraph  Company 
ihe  Commission  is  herein  asked  to  approve. 
i  It  was  shown  at  the  hearing  that  the  franchise  now  held 
l)y  The  Pacific  Telephone  and  Telegraph  Company,  which 
it  desires  to  surrender  to  the  city  of  Oakland,  contains  no 
provisions  requiring  the  payment  of  any  percentage  of  its 
gross  receipts  or  any  other  payment  to  the  city  of  Oakland. 
Neither  does  it  require  The  Pacific  Telephone  and  Tele- 
graph Company  to  furnish  the  city  of  Oakland  with  any 
free  telephones  or  free  telephone  service. 

It  was  further  shown  that  there  is  litigation  now  pending 
in  the  Superior  Court  of  Alameda  County,  California,  be- 
tween the  city  of  Oakland  and  the  Bay  Cities  Home  Tele- 
phone Company,  by  which  litigation  the  city  of  Oakland 
attempts  to  recover  from  the  Bay  Cities  Home  Telephone 
Company  on  the  bond  given  by  that  company  for  non-com- 
pliance with  the  conditions  of  the  ordinance  and  franchise 
under  which  said  Bay  Cities  Home  Telephone  Company 
operated  in  said  city  of  Oakland  up  to  the  time  that  it  sold 
its  physical  properties  to  The  Pacific  Telephone  and  Tele- 
graph Company ; 

That  both  the  Bay  Cities  Home  Telephone  Company  and 
the  city  of  Oakland  desire  now  to  settle  said  litigation  so 
that  the  sureties  on  said  bond  may  be  discharged  from 
liability  and  that,  in  lieu  thereof,  said  city  of  Oakland  may 
receive  the  performance  of  certain  obligations  from  and 
by  The  Pacific  Telephone  and  Telegraph  Company:^ ^.^ 
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That  the  terms  of  said  proposed  compromise,  as  set  forth 
in  an  ordinance  proposed  to  be  passed  by  the  council  of 
the  city  of  Oakland,  are  set  forth  in  an  exhibit  marked 
**  Exhibit  C  "  and  filed  with  the  petition. 

In  Ordinance  No.  2430  (**  Exhibit  A"  in  these  proceed- 
ings), by  which  the  city  of  Oakland  granted  a  franchise  to 
the  Home  Telephone  Company,  appears  the  following 
condition : 

^'Eleventh  —  That  the  said  grantee,  his  or  its  successors  or  assigns, 
shall  not,  without  the  consent  of  the  city  of  Oakland,  evidenced  by  ordi- 
nance duly  passed  by  the  council  thereof,  se!l  or  transfer  its  property  or 
any  of  the  rights  or  privileges  authorized  of  granted  by  said  franchise  to 
any  person,  company,  combination  trust  or  corporation  now  engaged  in 
the  telephone  business  in  the  city  of  Oakland,  and  shall  not  at  any  time 
enter  into  any  agreement,  directly  or  indirectly,  with  any  person,  company, 
trust,  combination  or  corporation  now  engaged  in  the  telephone  business 
in  the  city  of  Oakland  concerning  the  rate  to  be  charged  for  telephone 
service."    ♦     ♦     ♦ 

While  thus  prohibiting  the  grantee  from  selling  or  trans- 
ferring its  property,  rights  or  privileges  without  the  con- 
sent of  the  city  of  Oakland,  the  ordinance  contains  no 
proviso  as  to  forfeiture  of  the  franchise  in  case  the  grantee 
should  disregard  the  prohibition  as  to  transfer.  But, 
granting  even  that  the  governing  body  of  the  city  of  Oak- 
land had  the  right  to  forfeit  the  franchise  which  it  had 
granted  to  the  Home  Telephone  Company  because  said 
company  had  transferred  its  physical  properties  to  The 
Pacific  Telephone  and  Telegraph  Company,  the  fact  re- 
mains that  the  city  council  of  Oakland  did  not  forfeit  said 
franchise  and  said  city,  by  its  mayor  and  assistant  city 
attorney,  now  appears  before  the  Commission  approving 
of  and  joining  in  this  application  that  the  Bay  Cities  Home 
Telephone  Company  may  now  transfer  said  franchise  to 
The  Pacific  Telephone  and  Telegraph  Company  and  that 
The  Pacific  Telephone  and  Telegraph  Company  be  per- 
mitted to  exercise  the  rights  granted  by  said  franchise. 

It  is  apparent  that  the  city  of  Oakland  will  profit  very 
materially  by  the  granting  of  this  application:  first,  it  will 
be  famished  by  The  Pacific  Telephone  and  Telegraph  Com- 
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pany,  with  220  telephones  and  the  service  incidental  to  such 
telephones  free  of  charge,  whereas  it  now  has  no  free  serv- 
ice ;  second,  it  will  receive  2  per  cent,  of  the  gross  receipts 
of  The  Pacific  Telephone  and  Telegraph  Company  in  the 
city  of  Oakland,  as  provided  by  the  Broughton  Act,  the 
estimate  of  such  returns  to  the  city  of  Oakland,  during  the 
period  for  which  the  franchise  which  it  is  now  sought  to 
have  transferred  has  to  run,  being  about  one  and  one 
quarter  million  dollars. 

A  protest  against  the  granting  of  this  application  was 
filed  by  Mr.  E.  C.  McDonough,  formerly  an  employee  of 
the  Bay  Cities  Home  Telephone  Company,  or  its  prede- 
cessor, in  which  protest  certain  statements  are  made  as  to 
certain  acts  of  the  Bay  Cities  Home  Telephone  Company 
with  which  Mr.  McDonough  thinks  the  Commission  and 
the  people  of  Oakland  should  be  made  aware  of  before  this 
application  is  passed  upon. 

The  most  important  of  Mr.  McDonough 's  statements  is 
that,  as  a  director  in  the  Bay  Cities  Home  Telephone  Com- 
pany, he  signed  the  transfer  of  the  Bay  Cities  Home  Tele- 
phone Company's  properties  to  the  Home  Long  Distance 
Telephone  Company  and  from  the  latter  company  to  The 
Pacific  Telephone  and  Telegraph  Company,  thinking  it  was 
a  contract  for  construction  work;  and  that  the  ordinance 
passed  by  the  city  council  of  Oakland  granting  the  franchise 
to  the  Home  Telephone  Company  provided  that  such  fran- 
chise was  forfeited  if  the  grantee  sold  or  transferred  its 
property. 

As  to  the  first  statement:  Mr.  William  Thomas,  attorney 
for  the  Bay  Cities  Home  Telephone  Company,  stated  posi- 
tively, and  offered  to  prove  by  two  witnesses,  that  every 
paper  signed  by  the  directors  on  the  day  that  the  transfer 
was  made  from  the  Bay  Cities  Home  Telephone  Company 
to  the  Home  Long  Distance  Telephone  Company  and  from 
that  company  to  The  Pacific  Telephone  and  Telegraph 
Company  was  read  aloud  at  the  meeting  of  the  directors 
and  discussed  by  said  directors  before  being  signed.  Tn 
any  event,  this  was  something  which  took  place  prior  to  the 
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effective  date  of  the  Public  Utilities  Act,  and  is,  therefore, 
not  before  the  Commission  in  this  application. 

As  to  the  second  statement,  that  the  ordinance  passed  by 
the  city  of  Oakland  granting  the  franchise  to  the  Home 
Telephone  Company  contained  a  forfeiture  clause,  atten- 
tion has  already  been  drawn  to  the  fact  that,  while  said 
ordinance  contained  a  prohibition  as  to  the  transfer  of  its 
property  by  the  grantee,  it  did  not  provide  for  a  forfeiture. 

The  principles  by  which  I  believe  the  Commission  should 
be  guided  in  deciding  this  application  are  set  forth  in  Appli- 
cation No.  54  {In  the  Matter  of  the  Application  of  The 
Pacific  Telephone  and  Telegraph  Company  for  Authoriza- 
tion to  Purchase  the  Capital  Stock  of  the  Home  Telephone 
and  Telegraph  Company  of  Pasadena  ^)^  although  in  the 
case  at  bar  there  seems  even  to  be  more  reason  for  granting 
the  application. 

The  transfer  of  the  franchise  in  question  from  the  Bay 
Cities  Home  Telephone  Company  to  The  Pacific  Telephone 
and  Telegraph  Company  is  made  as  a  gift,  without  con- 
sideration or  cost  to  The  Pacific  Telephone  and  Telegraph 
Company.  It  is  clear  that  the  city  of  Oakland  will  be 
greatly  benefited  in  a  financial  way,  and  that  the  people 
will  probably  receive  a  better  and  more  satisfactory 
service. 

An  ordinance  which  the  council  of  the  city  of  Oakland 
proposes  to  pass,  approving  of  the  transfer  of  this  fran- 
chise, was  attached  to  the  application  and,  as  was  decided 
in  Application  No.  54,*  supra,  I  shall  recommend  that  the 
order  under  this  application  shall  become  eflfective  only 
upon  the  passage  of  said  ordinance  or  similar  ordinance  of 
approval  by  the  city  council  of  the  city  of  Oakland. 

I  find  as  a  fact  that  public  convenience  and  necessity  re- 
quire, and  will  require,  that  the  Bay  Cities  H6me  Telephone 
Company  be  given  permission  to  transfer  its  franchise 
heretofore  granted  to  it  by  the  city  of  Oakland,  as  above 


•  The  Commission's  decision  on  this  ai)plication  is  printed  in  Commis- 
sion Leaflet  No.  8,  at  page  7. —  Ed. 
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set  forth,  to  The  Pacific  Telephone  and  Telegraph  Com- 
pany and  that  The  Pacific  Telephone  and  Telegraph  Com- 
pany be  granted  a  certificate  that  public  convenience  and 
necessity  require  and  will  require  the  exercise  of  the  rights 
granted  by  said  franchise  to  the  Bay  Cities  Home  Tele- 
phone Company  and  now  transferred  to  The  Pacific  Tele- 
phone and  Telegraph  Company. 
I  recommend  the  following  order: 

Order. 

An  application  having  been  presented  to  this  Commission 
by  the  Bay  Cities  Home  Telephone  Company,  a  corpora- 
tion, to  assign  and  transfer  a  certain  franchise,  of  which 
it  is  the  owner  and  holder,  heretofore,  to  wit,  on  February 
2,  1906,  granted  by  the  city  of  Oakland  to  the  Home  Tele- 
phone Company  by  Ordinance  No.  2430,  a  copy  of  which 
was  filed  with  this  application  and  to  which  reference  is 
hereby  made;  and  The  Pacific  Telephone  and  Telegraph 
Company  having  joined  in  said  application  for  permission 
to  make  said  transfer  and  also  for  permission  to  exercise 
the  rights  and  privileges  granted  by  said  franchise;  and 
the  city  of  Oakland  having  also  joined  in  the  application 
for  the  transfer  of  said  franchise  and  for  the  granting  to 
The  Pacific  Telephone  and  Telegraph  Company  of  permis- 
sion to  exercise  the  rights  and  privileges  comprehended  in 
said  franchise ;  and  a  hearing  having  been  duly  held  and 
the  matter  of  the  transfer  of  said  franchise  thoroughly 
considered;  and  the  Commission  having  found  as  a  fact 
that  public  convenitnee  and  necessity  require,  and  will  re- 
quire, the  granting  of  permission  to  the  Bay  Cities  Home 
Telephone  Company  to  transfer  said  franchise  to  The 
Pacific  Telephone  and  Telegraph  Company  and  to  The 
Pacific  Telephone  and  Telegraph  Company  of  permission 
to  accept  such  transfer  and  exercise  the  rights  and  privi- 
leges granted  by  said  franchise,  and  that  the  city  of  Oak- 
land will  be  greatly  benefited  financially  by  this  transfer, 
as  set  forth  in  the  opinion  preceding  this  order. 
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It  is  hereby  ordered,  That  the  Bay  Cities  Home  Tele- 
phone Company  be,  and  it  is  hereby,  granted  permission  to 
transfer  said  franchise  and  The  Pacific  Telephone  and 
Telegraph  Company  is  hereby  granted  permission  to  accept 
such  transfer;  that  The  Pacific  Telephone  and  Telegraph 
Company  is  hereby  granted  permission  to  exercise  the 
rights  and  privileges  granted  by  said  franchise;  that  this 
order  shall  become  effective  only  upon  the  passage  by  the 
city  council  of  Oakland  of  an  ordinance  similar  to  or  iden- 
tical with  the  copy  of  a  proposed  ordinance  filed  by  the 
city  with  this  application. 

While  the  physical  properties  of  the  Bay  Cities  Home 
Telephone  Company  were  transferred  to  The  Pacific  Tele- 
phone and  Telegraph  Company  prior  to  the  effective  date 
of  the  Public  Utilities  Act,  the  decision  in  this  case  will  be 
based  in  part  upon  an  agreement  by  The  Pacific  Telephone 
and  Telegraph  Company  that  the  amount  paid  by  that  com- 
pany to  the  Bay  Cities  Home  Telephone  Company,  at  the 
time  the  physical  assets  of  the  latter  were  transferred  to 
the  former,  shall  not  be  considered  binding  upon  the  Com- 
mission, or  other  regulator^'  body,  as  the  fair  value  of  said 
physical  properties  for  rate  fixing  purposes,  and  The 
Pacific  Telephone  and  Telegraph  Company  is*  hereby  re- 
quired to  file  a  written  stipulation  to  that  effect  before  the 
order  herein  shall  become  effective. 

The  foregoing  opinion  and  order  are  hereby  approved 
and  ordered  filed  as  the  opinion  and  order  of  the  Railroad 
Commission  of  the  State  of  California. 

Dated  at  San  Francisco,  California,  this  fifteenth  day 
of  April,  1914. 
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In  the  Matter  of  the  Application  of  Raymond  Telephone 
Company  fob  Permission  to  Change  Its  Rules  so  as 
to  Collect  in  Advance  fob  Telephone  Rentals. 

Application  No.  1078  —  Decision  No.  1450. 

Decided  AprU  17,  1914, 
Approval  of  Rule  as  to  Payment  of  Rentals  in  Advance. 

Repobt. 

The  Raymond  Telephone  Company  having  applied  to 
this  Commission  for  permission  to  change  its  published 
schedule  of  rates  and  rules  and  regulations  affecting  rates 
so  as  to  enable  it  to  collect  from  its  patrons  in  advance 
for  telephone  rentals,  and  it  appearing  to  the  Commission 
that  the  applicant,  Raymond  Telephone  Company,  is  amply 
justified  in  requiring  the  payment  of  its  monthly  accounts 
for  rentals  by  its  patrons  in  advance,  and  that  this  is  not 
a  case  in  which  a  public  hearing  is  necessary. 

It  is  hereby  ordered,  That  the  Raymond  Telephone  Com- 
pany be,  and  it  hereby  is,  permitted  to  revise  its  schedule 
of  rates  and  rules  and  regulations  affecting  rates,  so  as  to 
enable  it  to  collect  from  its  patrons  for  monthly  rentals  in 
advance;  provided,  that  this  permission  is  not  to  be  taken 
as  authority  to  deny  service  for  non-payment  of  accounts 
alleged  or  claimed  to  be  due,  except  for  current  monthly 
accounts. 

This  order  to  be  and  become  effective  from  the  date  of 
its  approval. 

By  order  of  the  Railroad  Commission  of  the  State  of 
California. 

Dated  at  San  Francisco,  California,  this  seventeenth  day 
of  April,  1914. 


[Cal. 
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In  the  Matter  of  the  Application  of  California  and 
Orecjon  Telegraph  Company  to  Sell  Its  Plant  to 
Nevada,  California  and  Oregon  Telegraph  and  Tele- 
phone Company  and  of  the  Latter  Company  to  Issue 
Bonds  of  the  Face  Value  of  Twenty- Eight  Thousand 
Two  Hundred  Ninety-Nine  Dollars  and  Seventy- 
Nine  Cents. 

Application  No.  837. 

In  the  Matter  of  the  Application  of  California  North- 
ern Telephone  and  Telegraph  Company  to  Sell  Its 
Plant  to  Nevada,  California  and  Oregon  Telegraph 
AND  Telephone  Company  and  of  the  Latter  Company 
TO  Issue  Bonds  of  the  Face  Value  of  Sixty-Seven 
Thousand  Two  Hundred  Ninety-Nine  Dollars  and 
Sixty  Cents. 

Application  No.  876  —  Decision  No.  1456. 

Decided  April  25,  1914, 

Sapplemental  Order  — Approval  of  Besolutions  of  Stockholders  and 

Directors. 

First  Supplemental  Order. 

Gordon,  Commissioner: 

This  Commission  having  issued  its  order  *  on  February 
7,  1914,  authorizing  Nevada,  California  and  Oregon  Tele- 
Telegraph  and  Telephone  Company  to  issue  $55,000  of  its 
first  mortgage  6  per  cent,  forty-year  bonds ;  and  said  order 
having  been  conditioned  upon  the  approval  by  this  Commis- 
sion under  a  supplemental  order  of  such  resolutions  by 
stockholders  and  directors  of  Nevada,  California  and 
Oregon  Telegraph  and  Telephone  Company  as  might  be 
necessary  to  make  the  proposed  transfer  of  property  and 
the  issue  of  bonds  legal  and  binding;  and  Nevada,  Cali- 
fornia and  Oregon  Telegraph  and  Telephone  Company 
having  filed  such  resolutions. 


•  Printed  in  Commission  Leaflet  No.  29,  at  pag:e  719. —  Ed. 
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It  is  hereby  ordered,  That  the  same  be,  and  they  are 
hereby,  approved  in  so  far  as  they  constitute  proper  au- 
thority for  Nevada,  California  and  Oregon  Telegraph  and 
Telephone  Company  to  issue  bonds  and  to  acquire  the 
property  of  the  California  and  Oregon  Telegraph  Com- 
pany, and  also  the  property  of  the  California  Northern 
Telephone  and  Telegraph  Company. 

The  foregoing  first  supplemental  order  is  hereby  ap- 
proved and  ordered  filed  as  the  first  supplemental  order  of 
the  Railroad  Commission  of  the  State  of  California. 

Dated  at  San  Francisco,  California,  this  twenty-fifth  day 
of  April,  1914. 


[Cal. 


In  the  Matter  of  the  Application  of  O.  F.  Goodrich, 
Doing  Business  Under  the  Fictitious  Name  and  Style 
OF  Antelope  Valley  Telephone  Company,  for  an 
Order  Authorizing  an  Increase  in  Charges. 

Application  No.  715  —  Decision  No.  1464. 

Decided  April  28.  1914, 
Increase  In  Bates  for  Telephonic  Service  —  Valuation  of  Property  —  Cost 
'  of  Reproduction  —  Present  Value  —  Cost  of  Service  —  Operating  Ex- 
penses—  ToU   Revenue  —  AUowance    for   Deinreclatlon  —  Working 
Capital — Allowance  for  Return  upon  Investment — Adjustment 
of   Rate    Schedule  —  Rates   for   Business   and   Residence 
Service  —  Disapproval  of  Rule  Requiring  Deposit 
by  Prospective  Subscribers  as  a  Condition 
Precedent  to  Service. 

Applicant,  eontendinjy  that  the  present  rates  derived  from  his  telephone 
system,  operated  in  Lancaster  and  adjacent  towns,  are  insufficient  to 
cover  operating  expenses  and  a  fair  return  upon  capital  invested,  petitions 
the  Commission  for  permission  to  increase  said  rates,  and  also  to  demand 
a  deposit  of  $o.00  from  prospective  consumers. 

Held:  That  the  present  rates  are  unjust,  though  not  to  the  extent 
claimed  by  applicant;  just  and  reasonable  rates  prescribed,  provided  such 
rates  shall  include  sixteen-hour  service  in  lieu  of  twelve-hour  service  now 
in  effect.  Application  for  permission  to  demand  a  five-doMar  deposit 
from  prospective  consumers  denied,  pending  the  further  oi'der  of  the 
Commission  with  regard  thereto. 

ApPEARi^NCE  : 

William  B,  Ogden,  for  applic.^t. 
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Report. 
Gordon,  Commissioner: 

This  is  an  application  for  an  order  of  this  Commission 
authorizing  an  increase  in  rates  for  telephone  service  by 
the  Antelope  Valley  Telephone  Company.  This  company, 
of  which  the  applicant,  0.  F.  Goodrich,  is  the  sole  owner, 
operates  a  telephone  exchange  in  the  town  of  Lancaster 
with  lines  serving  the  adjacent  towns  of  Del  Sur,  Elizabeth 
Lake,  North  and  South  Portal,  Fairmont  and  Howards 
Camp  in  Los  Angeles  County,  California. 

Statements  of  revenue,  expenses,  and  investment  pur- 
porting to  show  that  this  company  is  being  operated  at  s 
loss  equal  to  approximately  20.5  per  cent,  of  the  amount 
claimed  as  the  applicant's  investment  have  been  filed  with 
the  application  as  exhibits,  and  on  this  showing  of  loss  the 
Commission  is  asked  to  authorize  a  general  increase  in 
rates. 

The  application  was  heard  in  Los  Angeles  on  January 
8,  1914.  The  hearing  developed  the  fact  that  the  state- 
ments referred  to  are  incomplete  and  incorrect  in  various 
respects  and,  for  this  reason,  the  showing  as  to  loss  is  not 
a  correct  showing.  A  review  of  the  testimony  and  of  state- 
ments subsequently  submitted  at  the  directon  of  the  Com- 
mission, by  eliminating  certain  objectionable  items  in  the 
original  statements  and  those  subsequently  filed,  indicates 
that  instead  of  this  company's  operations  showing  a  loss, 
the  company  may  actually  be  earning  a  small  profit. 

However,  since  the  present  schedule  of  rates  limits  the 
classes  of  service  now  offered,  and  since  there  may  be  some 
uncertainty  as  to  some  of  the  items  of  operating  expenses 
which  might  be  properly  admitted,  and  since  certain  mat- 
ters affecting  the  service  appear  to  require  modification, 
a  revision  of  the  present  rates  should  be  provided  for. 

I  shall  now  discuss  those  features  of  these  various  state- 
ments which  appear  objectionable.  The  service  now  fur- 
nished and  the  rates  now  charged  by  the  applicant  are  as 
follows : 
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One-party   $2  50  per  month 

Ten-party  within  the  town  limits  of  Lancaster 1  00  per  montu 

Ten-party  beyond  two  miles  from  the  town  of  Lancaster.     1  50  per  month 

Toll  stations 5  00  per  month 

Extensions  1  00  per  month 

The  rates  which  the  applicant  proposes  to  charge  his 
patrons  are  as  follows: 

Equipment  and  Rates. 

Business, 

Class  of  service  Wall  set  Desk  set 

One-party $3  00  $3  50 

Two-party 3  00  3  50 

Four-party    2  50  3  00 

Ten-party   2  00  2  50 

Extensions    1  00  1  00 

Residence, 

One-party  $3  00  $3  50 

Two-party    2  50  3  00 

Four-party 2  00  2  50 

Ten-party 1  50  2  00 

Extensions    100  100 

The  application  and  exhibits  were  drawn  during  the 
month  of  October  and  filed  with  the  Commission  on  Novem- 
ber 1,  1913.  *  *  Exhibit  A "  is  a  statement  showing  the 
classification  of  subscribers  and  the  rates  paid  as  of  the 
date  of  the  application  and  the  total  revenues  derived 
through  these  rates,  as  follows : 

37  ten-party  subscribers  at  $1.00  per  month $37  00 

5  ten-party  subscribers  at  $1.50  per  month 7  50 

2  two-party  subscribers  at  $1.75  per  month 3  50 

5  one-party  subscribere  at  $2.00  per  month 10  00 

1  one-party  subscriber  at  $2.50  per  month 2  50 

3  toll  stations  at  $5.00  per  month 15  00 

3  contracts  with  city  of  Los  Angeles 10  00 

56  subscribers    $85  50  revenue 

**  Exhibit  B  ''  is  a  statement  of  toll  business  for  a  period 
of  one  year  ending  September  20,  1913,  and  show^ing  the 
"^verage  monthly  toll  receipts  to  b^  $4.50. 
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**  Exhibit  C"  is  a  statement  showing  the  average 
monthly  expenses  of  operation  as  follows: 

Office  rent,  light  and  fuel $14  00 

Operators'  salaries   17  10 

Manager's  salary    90  00 

Postage,  printing  and  stationery *. 3  00 

Repairs  and  up  keep 25  00 

Total $149  10 

**  Exhibit  D  ''  is  a  statement  of  investment,  showing  the 
total  valuation  of  the  property  to  be  $4,901.50. 

It  will  be  noted  that  **  Exhibit  C  ''  indicates  an  operating 
expense  of  $59.10  per  month  in  excess  of  the  total  revenues 
in  ''  Exhibits  A^'  and  **  B,''  which  aggregate  $90.00  per 
month.  The  applicant  adds  to  this  deficit,  interest  on  the 
investment  at  6  per  cent,  per  annum  and  alleges  that  on 
this  basis  the  monthly  loss  is  $83.60,  which,  as  above  stated, 
represents  an  annual  loss  approximating  20.5  per  cent,  of 
the  investment. 

A  comparison  of  the  applicant's  present  rates,  as  shown 
in  the  application,  with  the  classification  shown  in  **  Ex- 
hibit A,"  and  the  applicant's  testimony  disclosed  certain 
discrepancies,  as  a  result  of  which  the  applicant  was  di- 
rected to  submit  to  the  Commission  a  corrected  classifi- 
cation of  subscribers  and  rates  which  they  were  then  pay- 
ing. This  corrected  classification  has  been  submitted  and 
will  be  alluded  to  later. 

The  testimony  also  shows  that  the  statement  of  toll 
revenues  indicated  in  *  *  Exhibit  B  ' '  represents  only  a  very 
small  portion  of  the  actual  total  monthly  toll  revenues. 

'*  Exhibit  C  "  contains  a  note  explaining  that  the  oper- 
ators receive  as  part  compensation  for  salaries  certain 
conMnissions  allowed  the  applicant  by  The  Pacific  Tele- 
phone and  Telegraph  Company  for  the  collection  of  its 
long  distance  tolls.  These  commissions  are  paid  by  that 
company  under  the  terms  of  a  so-called  connecting  agree- 
ment providing  for  the  interchange  of  service  between  the 
two  companies.    The  testimony  shows  also  that  the  appli- 
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cant  has  in  effect  certain  toll  charges  not  heretofore  filed 
with  the  Commission  for  switching  between  points  on  his 
lines  beyond  Lancaster,  15  per  cent,  of  which  the  operators 
also  retain  as  part  compensation  for  salaries,  and  that  the 
toll  revenues  shown  in  **  Exhibit  B  ''  represent  only  the  85 
per  cent,  of  these  tolls  which  go  to  the  applicant  and  no 
part  whatever  of  the  tolls  of  The  Pacific  Telephone  and 
Telegraph  Company  above  referred  to.  The  applicant's 
statements  of  receipts,  **  Exhibits  A"  and  **  B,"  should,  of 
course,  include  the  total  amount  of  revenues  accruing  from 
subscribers '  monthly  rates  and  the  total  receipts  from  com- 
missions paid  by  The  Pacific  Telephone  and  Telegraph 
Company  and  from  the  applicants'  own  line  charges  with- 
out reference  to  operators'  salaries,  and  the  latter  should 
be  shown  under  expenses  of  operation  as  amounts  actually 
paid  whether  as  commissions  or  as  straight  salaries. 

The  testimony  shows  further  that,  in  addition  to  com- 
missions paid  by  The  Pacific  Telephone  and  Telegraph 
Company,  the  applicant  is  allowed  by  that  company  $5.00 
per  month  in-  lieu  of  any  ofiice  rent,  which  amount  has  not 
in  any  way  been  accounted  for  either  under  receipts  or 
expenses.  The  corrected  classification  referred  to  above, 
showing  subscribers  in  service  on  the  date  of  this  hearing, 
shows  a  total  monthly  revenue  from  subscribers'  monthly 
rates  of  $103  instead  of  $85.50  as  was  originally  shown  by 
**  Exhibit  A."  This  corrected  classification  as  submitted 
by  the  applicant  is  as  follows : 

Number  of 

stations         Class  Rate     Revenue 

Business  iStaliofis, 
1(3  One-party   $2  50 

4  Ten-party   

1  Ten-party   

6  Extensions    

Residence  Stations. 

5  Ten-party    

34  Ten-party    

2  Toll   stations    

68 
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.      $2  50 

$40  00 

1  00 

4  00 

1  50 

1  50 

1  00 

6  00 

1  50 

7  50 

1  00 

34  00 

5  00 

10  00 

$103  00 
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The  Pacific  Telephone  and  Telegraph  Company  was 
directed,  on  September  11,  1913,  to  file  with  the  Commis- 
sion a  statement  showing  the  amount  actually  paid  in  com- 
missions to  the  applicant  from  January  1  to  September  1, 
1913,  and  the  total  amount  of  its  toll  charges  on  messages 
.  originating  on  the  applicant's  lines  for  an  average  period 
of  six  months.  This  statement  has  been  filed  and  shows 
that,  during  the  period  of  eight  months  from  January  1st, 
the  applicant  was  paid  an  average  of  $31.40  in  commis- 
sions by  The  Pacific  Telephone  and  Telegraph  Company. 
Taking  the  applicant's  '*  Exhibit  B  "  as  representing  85 
per  cent,  of  the  average  monthly  amount  of  his  own  line 
tolls,  I  find  that  the  total  monthly  average  toll  revenue  from 
this  source  is  $5.30.  Adding  to  these  two  items  of  toll 
revenue  the  sum  of  $5.00  per  month  allowed  by  The  Pacific 
Telephone  and  Telegraph  Company  in  lieu  of  office  rent,  the 
total  monthly  receipts  appear  as  follows : 

Subscribers'  rentals   $103  00 

Pacific  company  tolls $31  40 

Line  charges   5  30 

$36  70 

Allowance  by  Pacific  company 5  00 

Total    $144  70 

Deduct  operating  expenses,  "  Exhibit  C  " 149  10 

Monthly  deficit    $4  40 

Yearly  deficit  $52  80 

Add  to  the  annual  deficit  6  per  cent,  interest  on  the  investment 
claimed  by  the  applicant  ($4,901.50,  "  Exhibit  D  ") 294  09 

Total  annual  deficit $346  89 

On  this  basis  the  applicant  would  be  operating  at  a  loss 
of  7  per  cent  on  his  investment. 

The  Pacific  Telephone  and  Telegraph  Company  is  now 
paying  the  applicant  15  per  cent,  on  originating  tolls  and 
3  cents  on  incoming  messages.    The  applicant  is  entitled 
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to  30  per  cent,  of  these  originating  tolls  or  its  equivalent 
divided  between  originating  and  incoming  business.  In  its 
statement  filed  with  the  Commission,  The  Pacific  Telephone 
and  Telegraph  Company  shows  that  its  originating  tolls, 
for  the  period  of  six  months  above  referred  to  under  the 
rates  then  in  effect  but  which  have  since  been  revised  by  . 
order  of  the  Commission,  amounted  to  $1,121.80.  Under 
the  revised  rates  ordered  by  the  Commission,  this  amount 
would  be  reduced  to  approximately  $1,049.80.  The  pay- 
ment of  30  per  cent,  on  the  latter  amount  would  be  approxi- 
mately $52.45  per  month  and  with  the  operating  expenses 
shown  in  *'  Exhibit  C  "  would  reduce  the  annual  deficit  to 
approximately  2  per  cent,  of  the  investment  claimed  by 
applicant. 

With  reference  to  this  statement  of  operating  expenses, 
it  will  be  noted  an  item  of  $90.00  is  included  for  salary  of 
manager.  According  to  the  testimony,  this  amount  is 
claimed  by  the  applicant  himself  as  manager,  although  he 
admitted  that  he  resides  in  Los  Angeles,  w^here  he  is  en- 
gaged in  other  business  pursuits  which  occupy  most  of  his 
time  and  attention.  Occasional  trips  to  Lancaster,  aver- 
aging two  or  three  per  month,  are  necessary  according  to 
the  evidence,  and  it  is  also  necessary  at  times  to  employ  a 
lineman  in  installing  telephones,  clearing  trouble  on  the 
applicant's  lines,  etc.,  and  the  applicant  states  that  he  has 
paid  for  these  expenses  out  of  his  personal  funds.  It  is, 
of  course,  plain  that  such  items  of  expense  should  come  out 
of  the  proceeds  of  the  business  in  whatever  manner  it  may 
be  proper  to  handle  them,  but  it  is  apparent  that  the  re- 
sponsibility for  the  conduct  of  this  business  has  been  left 
largely  to  others  and  it  is  my  opinion  that  the  salary 
expense  under  the  present  plan  of  management  is  not  a 
legitimate  expense  and  should  not  be  allowed. 

With  reference  to  the  employment  of  linemen,  the  appli- 
cant testified  that  this  expense  averages  approximately 
$48.00  per  month.  It  will  be  seen  by  reference  to  the  state- 
ment of  expense  that  an  item  of  $25.00  has  already  been 
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charged  to  maintenance,  and  if  $50.00  per  month  were 
allowed  for  this  expense  it  would  seem  that  this  amount 
should  be  amply  suflScient,  since,  according  to  the  testimony, 
the  total  average  expense  of  employing  linemen  including 
those  costs  which  are  not  properly  chargeable  to  mainte- 
nance, are  under  this  amount. 

Operators'  salaries,  including  commissions,  are  shown  in 
the  statement  of  expenses  to  be  $40.00  per  month.  Service 
is  now  furnished  during  twelve  hours  of  the  day.  There  is 
more  or  less  demand  from  the  patrons  of  this  company  for 
additional  hours  of  service,  and  some  of  those  desiring  this 
have  expressed  a  willingness  to  pay  a  higher  rate  if  addi- 
tional hours  are  granted.  Others  have  protested  against 
the  increases  for  which  the  applicant  is  petitioning  unless 
continuous  twenty-four  hour  service  be  granted.  From  the 
testimony  it  is  not  apparent  that  the  present  necessities 
of  this  community  justify  the  additional  expense  which 
would  be  involved  in  providing  twenty-four  hour  service, 
but  it  is  my  opinion  that  not  less  than  sixteen  hours'  serv- 
ice is  desirable.  To  provide  for  this  additional  cost,.  I  am 
willing  to  recommend  that  the  applicant  be  allowed  $10.00 
per  month  additional  for  operators'  salaries,  which,  accord- 
ing to  his  own  estimate,  will  be  suflScient  to  meet  this  addi- 
tional expense. 

Referring  now  to  **  Exhibit  D,"  which  is  a  statement  of 
investment,  this  statement  is  not  given  in  suflScient  detail 
to  indicate  to  the  Commission  that  this  valuation  is  reason- 
able and  the  applicant  was  accordingly  directed  to  file  an 
itemized  inventory  and  appraisal  of  his  property.  This 
the  applicant  has  done,  but  in  this  inventory  the  property 
is  appraised  at  $5,684.83  instead  of  $4,901.50,  the  value 
originally  claimed  as  shown  by  **  Exhibit  D."  This  re- 
vised valuation  includes  an  item  reading  **  Reconstruction, 
$300,"  which  .the  testimony  shows  was  also  included  under 
the  expenses  of  operation  as  a  maintenance  charge.  It 
appears  that  the  amount  is  that  which  is  figured  as  the 
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average  annual  expense  of  repairs  and  up  keep  and  as  such 
should  not  be  taken  into  capital  account. 

The  revised  valuation  includes  also  supplies  valued  at 
$846.81.  This  amount  represents  approximately  18  per 
cent,  of  the  applicant's  own  estimate  of  value  of  plant  in 
service,  and  while  it  is,  of  course,  necessary  that  a  telephone 
utility  carry  a  sufficient  amount  of  supplies  in  stock  to  meet 
ordinary  and  reasonable  requirements,  there  is  apparently 
no  justification  for  burdening  rates  with  interest  on  a 
greater  amount  of  supplies  than  the  actual  necessities  of 
the  business  require. 

Eliminating  for  the  present  these  two  items,  amounting 
to  $1,146.81,  the  value  of  the  plant  actually  in  service 
according  to  this  inventory  is  $4,538.02.  A  careful  exam- 
ination of  this  inventory  has  been  made  by  the  Commis- 
sion's telephone  expert  who  finds,  by  applying  average  unit 
costs  to  the  various  items  of  plant  contained  in  this  system 
and  by  allowing  average  costs  for  subscribers'  drop  wires 
and  for  subscribers'  station  installations,  which  two  items 
are  not  included  in  the  inventory  but  to  which  the  appli- 
cant is  entitled,  and  by  allowing  15  per  cent,  for  overhead 
charges,  which  the  Commission's  expert  believes  to  be  a 
reasonable  allowance  in  this  case,  that  the  cost  of  repro- 
ducing this  plant  new  would  be  $4,463.59.  This  estimate 
of  reproduction  cost  is  so  close  to  the  applicant's  valua- 
tion of  the  property  that  the  applicant's  valuation  might 
be  accepted  by  the  Commission  were  it  not  for  the  fact, 
which  is  shown  by  the  testimony,  that  no  provision  what- 
ever has  been  made  in  the  past  for  taking  care  of  deprecia- 
tion of  the  property.  The  applicant  testified  that  portions 
of  the  plant  which  were  originally  valued  at  approximately 
$2,000  are  nine  years  old ;  another  portion  originally  valued 
at  approximately  $200  is  three  years  old,  and  the  balance 
of  the  plant  is  approximately  one  year  old.  Certain  por- 
tions of  the  plant  have  been  paid  for  by  the  applicant's 
patrons  in  the  form  of  bonuses,  but  the  total  amount  re- 
ceived in  this  way  is  so  small  as  to  be  negligible.     It  is 
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apparent,  however,  that  the  present  value  of  these  other 
portions  of  the  plant  is  not  what  they  originally  cost.  The 
present  value  should,  therefore,  be  determined  as  the  basis 
for  fixing  rates  and  hereafter  the  applicant  should  be  re- 
quired to  provide  a  depreciation  fund  out  of  revenues  suffi- 
cient to  maintain  the  plant  to  a  proper  or  reasonable 
standard  of  efficiency. 

It  is  evident  that  to  deduct  the  average  rate  of  deprecia- 
tion claimed  by  telephone  companies  generally  to  deter- 
mine the  present  valuation,  the  rate  claimed  by  the  various 
companies  varying  from  614  P^r  cent,  to  10  per  cent.,  would 
be  to  deny  the  applicant  credit  for  such  work  as  has  been 
actually  necessary  to  keep  the  system  working  in  the  past. 
In  my  opinion,  therefore,  4  per  cent,  will  fairly  represent 
this  depreciated  value.  On  tlie  basis  of  unit  costs  above 
referred  to,  the  present  value,  after  deducting  4  per  cent. 
for  these  years,  would  be  $3,629.05. 

With  reference  to  supplies,  other  telephone  companies 
as  a  rule  carry  less  than  2  per  cent,  of  the  value  of  the 
plant  which  is  in  service.  This  amount  would  perhaps  not 
be  sufficient  for  the  smaller  companies  and,  under  the  cir- 
cumstances in  this  case,  I  feel  that  this  applicant  should 
not  be  limited  to  this  amount.  An  allowance  of  approxi- 
mately 6%  per  cent,  of  the  total  plant  value  would  be 
$245.95,  and  although  this  percentage  for  supplies  is  more 
than  should  be  ordinarily  allowed,  the  amount  in  actual 
value  is  relatively' unimportant  and  would  bring  the  total 
valuation,  inclusive  of  supplies,  up  to  $3,875. 

Summarizing  the  situation  from  the  foregoing,  I  find 
that  the  present  revenues,  expenses  and  investment  are  as 
follows : 
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Reventies. 

Subscribers'  rentals $103  00 

Tolls 36  70 

Allowance  by  Pacific  company 5  00 

$144  70 

Expenses  (exclusive  of  manager's  salary,  $90.00). 

Rent,  light  and  heat $14  00 

Operators'  salaries 40  00 

Printing,  postage  and  stationery 3  00 

Maintenance 25  00 

$82  00 

Net  revenues  per  month $62  70 

Net  revenues  per  year $752  40 

Investment, 

Commission  valuation,  less  depreciated  value  and  including 

supplies $3,875  00 

Applicant's  valuation  less  maintenance  only 5,384  83 

Bate  of  return  on  investment.  Per  cent. 

Commission's  valuation 19.4 

Applicant's  valuation   13 .  95 

This  showing,  however,  does  not  allow  anything  addi- 
tional for  the  payment  of  linemen's  wages,  which  I  have 
pointed  out  above  should  be  allowed  if  the  manager's 
salary  is  denied,  nor  does  it  allow  for  a  future  depreciation 
fund. 

In  its  decision  No.  1008,*  in  Case  No*.  387,  which  was  a 
complaint  of  the  city  of  San  Jose  involving  the  rates  of 
The  Pacific  Telephone  and  Telegraph  Company  in  San 
Jose  and  other  adjacent  cities,  the  Commission  found,  after 
considering  all  the  facts  in  that  case,  that  5%  per  cent, 
would  be  a  proper  amount  to  be  set  aside  for  depreciation, 
and,  while  this  amount  was  not  fixed  upon  as  a  precedent  to 
be  followed  in  other  cases,  it  is  my  opinion  that  it  would 
be  a  reasonable  rate  in  this  case.  By  allowing  $300  a  year 
additional  for  linemen's  wages  and  5i/>  per  cent,  for  de- 
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preciation,  the  rate  of  return  on  the  Commission's  valua- 
tion would  be  approximately  6  per  cent. 

By  applying  the  rates  which  the  applicant  desires  to 
charge  and  by  including  the  payment  of  30  per  cent,  by 
The  Pacific  Telephone  and  Telegraph  Company,  and  by 
adding  to  operating  costs  $10.00  per  month  for  operators' 
salaries,  $25.00  per  month  to  maintenance  and  5^2  per  cent, 
for  depreciation,  the  result  would  appear  as  follows : 

Revenues, 

Subscribers'  rentals   $135  00 

Commissions  on  tolls $52  45 

Line  charges    5  30 

57  75 

Total  revenues $192  75 

Expenses, 

Rent,  Ught  and  heat $14  00 

Operators    50  00 

Printing,  postage  and  stationery ; 3  00 

Maintenance  50  00 

Depreciation 17  55 

Total  expenses $134  75 

Net  revenue  per  month $58  00 

Net  revenue  per  yeRr $696  00 

Bate  of  return  on  investment.  Percent, 

Commission's  valuation 17.96 

Applicant's  valuation 11 . 3 

It  will  be  noted  by  reference  to  the  schedule  of  rates 
which  the  applicant  desires  to  charge  his  patrons  that  the 
rates  for  one-  and  two-party  business  and  one-party  resi- 
dence service  are  identical.  Aside  from  the  objection  to 
a  schedule  quoting  similar  rates  for  different  classes  of 
service,  it  is  my  opinion  that  the  rates  which  the  applicant 
desires  to  charge  are  unreasonable  rates  and  that  author- 
ization to  make  them  effective  should  be  denied.  However, 
as  previously  stated,  it  is  my  further  opinion  that  the 
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present  schedule  of  rates  will  admit  of  some  modification 
and  a  revised  schedule  has  been  drawn  up  as  follows: 

Commission  Schedule. 

Bttsiness. 

CloGs  of  service  Wall  Desk 

One-parly $2  50  $2  75 

Two-party 2  00  2  25 

Four-party   1  75  2  00 

Ten-party   1  50  1  75 

Extpusions    1  00  1  00 

Toll  stations,  $5.00  per  month. 

Residence. 

One-party    2  00  2  25 

Two-party 1  75  2  00 

Four-party   1  50  1  75 

Ten-party 1  25  1  50 

Extensions    1  00  1  00 

Under  this  revised  schedule,  the  corrected  classification 
of  subscribers  and  ser\dce  as  of  the  date  of  this  hearing 
and  the  revenue  resulting  from  these  rates  would  be  as 
follows : 

Business, 

13  one-party  wall  at  $2.50 $32  50 

3  one-party  desk  at  $2.75 8  25 

3  ten-party  wall  at   $1.50    4  50 

2  ten-party  desk  at  $1.75 3  50 

6  extensions   at   $1.00 6  00 

$54  75 
Residence. 
39  ten-party  wall  at  $1.25 48  75 

Toll  Stations, 
Two  toll  stations  at  $5.00 10  00 
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This  will  show  revenues,  expenses  and  return  on  the  in- 
vestment as  follows: 
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Revenues. 

^  Subscribers'  rentals   $113  50 

Tolls   57  75 

$171  25 

Expenses 134  75 

Net  revenues  per  month $36  50 

Net  revenues  per  year. 438  00 

Return  on  investment.  Percent. 

Commission'b  valuation 11 . 3 

Applicant's  valuation 6  57 

Taking  as  the  valuation  of  the  property  the  Commis- 
sion's valuation  of  $4,463.59,  from  which  depreciated  value 
has  not  been  deducted,  and  allowing  2  per  cent,  of  that 
amount  for  supplies,  the  return  on  this  valuation  under 
this  schedule,  allowing  the  same  operating  expenses  in- 
cluding 5^/2  per  cent,  for  depreciation,  would  be  8.78  per 
cent. 

In  view  of  the  foregoing,  it  is  my  opinion  that  the  re- 
vised schedule  shown  above  will  constitute  a  reasonable 
schedule  of  rates  and  I  shall  recommend  its  approval. 

The  applicant  asks  the  Commission  also  for  permission 
to  charge  his  patrons  a  deposit  of  $5.00,  returnable  after 
one  year  with  interest  at  6  per  cent.,  as  a  guarantee  that 
subscribers  will  retain  service  for  that  period.  So  many 
complaints  have  reached  the  Commission  from  the  patrons 
of  various  utilities  in  this  State  with  reference  to  deposits 
that  the  Commission  will  in  the  near  future  institute  pro- 
ceedings calling  into  question  the  reasonableness  of  this 
practice,  and  while  not  denying  the  right  of  public  utilities 
for  reasonable  protection  against  possible  losses,  I  deem  it 
advisable  to  withhold  this  permission  for  the  present. 

I,  therefore,  recommend  the  following  order : 

^  Obder. 

0.  F.  Goodrich,  doing  business  under  the  fictitious  name 
and  style  of  Antelope  Valley  Telephone  Company  and  own- 
ing and  operating  a  telephone  system  as  a  public  utility  in 
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the  towns  of  Lancaster,  Del  Sur,  Elizabeth  Lake,  North 
Portal,  South  Portal,  Fairmont  and  Howards  Camp 
and  adjacent  territory  in  Los  Angeles  County,  California, 
having  applied  to  this  Commission  for  permission  to  in- 
crease the  rates  at  present  charged  for  patrons  for  tele- 
phone service  and  to  institute  a  rule  requiring  his  patrons 
to  pay  <a  deposit  of  $5.00  as  a  guarantee  that  telephones 
will  be  retained  for  one  year ;  and  a  hearing  having  been 
held  thereon ;  and  being  fully  apprised  in  the  premises,  the 
Commission  finds  as  a  fact : 

(1)  That  the  rates  which  the  said  applicant,  0.  F.  Good- 
rich, owner  of  Antelope  Valley  Telephone  Company,  de- 
sires to  charge  his  patrons  for  telephone  service  and  more 
specifically  referred  to  as  follows: 

Equipment  and  Rates. 
Business, 

Class  of  service  Wall 

One-party   $3  00 

Two-party  '. 3  00 

Four-party  2  50 

Ten-party    2  00 

Extensions    1  00 

Besidence. 

One-party   $3  00 

Two-party    2  50 

Four-party 2  00 

Ten-party    1  50 

Extensions 1  00 

Toll  stations,  .fo.OO  per  month. 

are  unjust  and  unreasonable. 

(2)  The  Commission  further  finds  as  a  fact  that  the  fol- 
lowing rates  are  just  and  reasonable  rates  to  be  charged 
by  the  applicant  herein  for  the  service  indicated  in  the 
towns  of  Lancaster,  Del  Sur,  Elizabeth  Lake,  North  Portal, 
South  Portal,  Fairmont  and  Howards  Camp  and  adjacent 
territory  in  Los  Angeles  County,  California. 
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Business. 

Class  of  service  Wall 

One-party    $2  50 

Two-party 2  00 

Four-party   1  75 

Ten-party   1  50 

Extensions    1  00 

Residence. 

One-party  $2  00 

Two-party 1  75 

Four-party   1  50 

Ten-party 1  25 

Extensions    1  00 

And  basing  its  conclusions  upon  the  foregoing  findings 
of  fact. 

It  is  hereby  ordered  (1)  That  the  application  herein  for 
permission  to  charge  patrons  of  said  Antelope  Valley  Tele- 
phone Company  rates  for  service  as  follows: 

Equipment  and  Rates. 

Business. 

Class  of  service  Wall 

One-party  $3  00 

Two-party 3  00 

Four-party  2  50 

Ten-party   , 2  00 

Extensions    1  00 

Toll  stations,  $5-00  per  month. 

Besidence. 

One-party   $3  00 

Two-party    2  50 

Four-party  2  00 

Ten-party   1  50 

Extensions    1  00 

Toll  stations,  $5.00  per  mouth. 

be,  and  the  same  hereby  is,  denied. 
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(2)  That  permission  be,  and  the  same  hereby  is,  granted 
to  said  applicant,  0.  F.  Goodrich,  to  charge  patrons  of  the 
said  Antelope  V-alley  Telephone  Company,  the  following 
rates  which  are  found  to  be  just  and  reasonable  rates  to 
be  charged  by  the  said  applicant  herein  for  the  service  in- 
dicated : 

Business, 

Class  of  service  WaU  Desk 

One-party    $2  50  $2  75 

Two-party 200  225 

Four-party   1  75  2  00 

Ten-party   1  50  1  75 

Extensions    .  1  00  1  00 

Toll  stations,  $5.00  per  month. 

Residence. 

One-party , $2  00  $2  25 

Two-party 1  75  2  00 

Four-party   1  50  1  75 

Ten-party   1  25  1  50 

Extensions    1  00  1  00 

Provided,  That  the  applicant  herein  shall  provide  not 
less  than  sixteen  (16)  hours  continuous  service  each  day, 
Sundays  and  legal  holidays  excepted. 

And  provided  further,  That,  pending  the  further  order 
of  this  Commission,  the  applicant  herein  shall  not  be  per- 
mitted to  require  his  patrons  or  prospective  patrons  to  pay 
a  deposit  before  installing  telephones. 

This  order  to  be  and  become  effective  after  thirty  days 
from  the  date  of  filing  vrith  this  Commission  on  the  part  of 
the  applicant  of  a  schedule  of  rates  as  hereinabove  pro- 
vided for. 

The  foregoing  opinion  and  order  are  hereby  approved 
and  ordered  filed  as  the  opinion  and  order  of  the  Railroad 
Commission  of  the  State  of  California. 

Dated  at  San  Francisco,  California,  this  twenty-eighth 
day  of  April,  1914. 
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DISTRICT  OF  COLUMBIA. 

Public  Utilities  Commission. 

In  the  Matter  of  Flat  Rate  Business  Service  by  The 
Chesapeake  and  Potomac  Telephone  Company. 

Formal  Case  No.  34. 

Decided  May  4,  1914. 

Benderlng  of  Business  Service  at  Flat  Bates  Held  to  Be  Discriminatory 
nnder  Public  UtiUUes  Act. 

Opinion. 
Harding,  Chairman: 

The  Public  Utilities  Commission  of  the  District  of 
Columbia  has  before  it  the  complaint  of  the  Brooklyn 
Daily  Eagle,  by  its  Washington  corrfespK)ndent,  Mr.  E.  C. 
Brainerd,  that  The  Chesapeake  and  Potomac  Telephone 
Company  desires  to  cancel  an  existing  contract  between 
the  said  telephone  company  and  the  Brooklyn  Daili/  Eagle. 
By  the  terms  of  this  contract  the  complainant  receives  an 
unlimited  commercial  telephone  service  for  a  stipulated 
sum.  The  contract  runs  for  a  period  of  one  year  and  con- 
tains a  provision  that 

"  Either  the  company,  or  the  subscriber,  may  terminate  any  contract 
for  telephone  service,  after  the  expiration  of  the  term  for  which  it  was 
made,  by  giving  ten  days'  notice  in  writing  to  the  other  party  to  such 
contract,  but  every  such  contract  shall  be  deemed  as  continuing  on  the 
same  terms,  after  the  expiration  of  such  term,  unless  it  is  terminated  by 
such  notice." 

This  class  of  service,  known  as  flat  rate  business  service, 
was  filed  witli  the  Public  Utilities  Commission  by  the  said 
telephone  company  as  an  obsolete  rate.  The  term  of  the 
contract  has  expired,  and  the  question  before  the  Commis- 
sion is :  Does  the  continuance  in  force  of  the  services  pro- 
vided by  this  contract  and  other  contracts  of  like  character 
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[D. 
constitute  a  discriminatory  rate  in  violation  of  the  public 
utilities  law?  The  Commission  adopts  the  opinion  of  its 
general  counsel  that  the  flat  rate  business  service  above  re- 
ferred to  is  discriminatory  in  the  meaning  of  the  law  and 
that  the  continuance  in  force  of  this  and  similar  contracts 
discriminates  against  new  subscribers  who  are  refused! 
similar  service  by  the  telephone  company  and  perpetuates 
the  very  inequality  of  service  which  the  public  utilities  law 
was  enacted  to  prevent. 

The  Commission  is,  therefore,  of  the  opinion  that  the 
flat  rate  business  service  is  unlawful  because  of  such  dis- 
crimination and  that  the  telephone  company  and  all  per- 
sons receiving  this  class  of  service  under  contracts  similar 
to  that  referred  to  above  are  subject  to  the  fines  prescribed 
by  the  public  utilities  law. 
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ILLINOIS. 

State  Public  Utilities  Commission. 

Ix  THE  MaTTEB  of  RaTES  OR  ChARGES  APPLICABLE  TO  STOCK- 
HOLDERS, Directors  or  Officers  of  Public  Utilities. 

Conference  Ruling  No.  8. 

Dated  April  24,  1914. 
Bates  to  Stockholders  and  Non-Stockholders. 

Conference  Ruling. 

This  Commission  holds  that  it  is  unlawful  to  exact  a 
higher  rate  from  subscribers  who  are  not  stockholders, 
directors  and  officers  than  from  subscribers  who  are  stock- 
holders, directors  and  officers;  that  the  subscriber  who  i? 
a  stockholder  has  no  rights  or  privileges  which  are  denied 
to  a  subscriber  who  is  not  a  stockholder,  and  the  stockholder 
must  look  to  the  profits  of  the  business  for  his  return  on 
his  investment. 

By  order  of  the  Commission  this  twenty-fourth  day  of 
April,  1914,  dated  at  Springfield,  Illinois. 


Pike  County  Telephone  Company  v,  Chicago,  Burling- 
ton AND  QuiNCY  Railroad  Company.  In  the  Matter 
OF  the  Petition  of  the  Pike  County  Telephone 
Company  for  Permission  to  Cross  the  Right  of  Way 
and  Tracks  of  the  Chicago,  Burlington  and  Quincy 
Railroad  Company  at  New  Canton,  Illinois. 

No.*  795. 

Decided  April  24,  1914. 

Telephone   Company  Granted  Permlasion  to   Construct   Its  Lines   across 
Bight  of  Way  of  Bailroad  Company  —  Wire  Clearances. 

Order. 

The  petitioner  in  this  case,  the  Pike  County  Telephone 
Company,  with  Pittsfield  as  its  principal  place  of  business, 
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is  engaged  in  the  operation  of  a  telephone  system  in  New 
Canton,  Illinois,  and,  in  the  extension  of  its  telephone  sys- 
tem, it  is  necessary  to  cross  the  right  of  way  and  tracks 
of  the  Chicago,  Burlington  and  Quincy  Railroad  Company 
at  the  said  station  of  New  Canton,  as  indicated  on  plans 
on  file. 

The  Chicago,  Burlington  and  Quincy  Railroad  Company, 
the  respondent  in  this  case,  offers  no  objection  to  the  place 
and  manner  of  crossing  as  evidenced  by  a  communication 
from  this  company  dated  April  4,  1914,  and  contract  en- 
tered into  by  and  between  the  parties  hereto,  dated  April 
1,  1914;  and  the  chief  engineer  having  examined  and  ap-» 
proved  the  plans  of  the  proposed  crossing,  and  the  Com- 
mission being  fully  advised  in  the  premises. 

It  is,  therefore,  ordered,  adjudged  and  decreed.  That  the 
Pike  County  Telephone  Company  be,  and  the  same  is 
hereby,  permitted  to  cross  the  right  of  way  and  tracks  of 
the  said  Chicago,  Burlington  and  Quincy*  Railroad  Com- 
pany, with  two  non-insulated  telephone  wires  at  New  Can- 
ton, county  of  Pike,  State  of  Illinois,  as  indicated  by  loca- 
tion shown  on  plan  attached  to  the  aforesaid  contract  and 
made  a  part  of  this  order. 

It  is  further  provided,  That  the  telephone  wires  of  the 
petitioner  which  span  the  tracks  and  right  of  way  of  the 
said  Chicago,  Burlington  and  Quincy  Railroad  Company 
shall  have  a  vertical  clearance  of  not  less  than  25  feet 
where  these  wires  cross  the  tracks,  and  a  vertical  clearance 
of  not  less  than  4  feet  where  they  cross  the  telephone  and 
telegraph  and  other  wires  which  may  be  located  on  the 
property  of  the  respondent  company. 

By  order  of  the  Commission  this  twenty-fourth  day  of 
April,  A.  D.  1914,  dated  at  Springfield,  Illinois. 
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KANSAS. 

Public  Utilities  Commission. 

In  the  Matteb  of  the  Application  of  the  Wellsville 
Co-operative  Telephone  Association  for  Permission 
TO  Publish  a  Rate  of  $1.25  per  Month  for  Desk 
Telephones. 

Pocket  No.  803. 

Dated  May  9,  1914, 
Approval  of  Bate  for  Desk  Telephones. 

Order. 

On  the  second  day  of  May,  1914,  came  on  to  be  heard 
the  ap{)lication  of  the  Wellsville  Co-operative  Telephone 
Association,  a  corporation,  of  Wellsville,  Kansas,  for  per- 
mission to  put  into  effect  a  rate  of  $1.25  per  month  per  tele- 
phone for  desk  telephones,  the  same  to  take  effect  May  1, 
1914,  the  applicant  being  represented  by  James  E,  Mai- 
lory,  manager,  and  due  and  legal  notice  having  been  pub- 
lished. And  after  hearing  the  application  and  taking  the 
testimony,  the  matter  was  taken  under  advisement. 

And  now  on  this  ninth  day  of  May,  1914,  having  reviewed 
the  record  and  examined  into  the  merits  of  the  application, 
and  being  duly  advised  in  the  premises,  the  Commission 
does  find  that  the  prayer  of  the  petitioner  should  be 
granted  in  so  far  that  it  be  permitted  to  file  an  amended 
schedule  of  rates  showing  a  charge  of  $1.25  per  month  per 
telephone  for  desk  telephones. 

It  is,  therefore,  by  the  Commission  ordered.  That  the 
Wellsville  Co-operative  Telephone  Association  of  Wells- 
ville, Kansas,  be,  and  it  is  hereby,  authorized  to  file  in  this 
office  an  amended  schedule  of  rates  showing  a  charge  of 
<$1.25  per  month  per  telephone  for  desk  telephones. 
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[Kan. 
It  is  further  ordered,  That  said  amended  schedule  of 
rates  be  filed  within  thirty  days  from  the  date  hereof  and 
that  the  said  rate  be  effective  at  the  expiration  of  thirty 
days  from  the  date  hereof  and  so  remain  until  the  further 
order  of  this  Commission. 


In  the  Matter  of  the  Application  of  the  United  Tele- 
phone Company  for  Authority  to  Issue  Its  Stock  in 
THE  Amount  of  $65,000. 

Docket  No.  783. 

Decided  May  15,   1914, 

Issuance  of  Stock  for  Purchase  of  Telephone  Property  and  Construction 

of  Toll  Lines. 

Order. 

Be  it  remembered  that  on  this  fifteenth  day  of  May, 
1914,  the  above  matter  came  duly  on  to  be  finally  heard 
before  the  Public  Utilities  Commission  of  the  State  of 
Kansas,  at  its  office  in  Topeka,  Kansas,  upon  the  petition 
and  application  of  the  United  Telephone  Company,  hereto- 
fore filed,  and  the  evidence  introduced  thereunder,  the  said 
company  appearing  by  ^.  T.  Badgers^  its  president,  E.  L. 
Broivrij  its  secretarj^  and  treasurer,  and  J.  0.  Wilson^  as 
counsel.  And  the  Commission,  after  hearing  the  said  evi- 
dence and  being  duly  advised  in  the  premises,  does,  upon 
consideration,  find  that  the  statements  set  forth  in  the  said 
application  are  true  in  substance  and  in  fact  and  that  the 
United  Telephone  Company  is  entitled,  in  part,  to  the  relief 
prayed  for  in  the  said  application,  and  is  entitled  to  have 
authority  and  power  granted  by  the  Commission  to  issue 
additional  capital  stock  in  the  sum  of  $54,500. 

It  is,  therefore,  by  the  Commission  considered  and  ordered, 
That  the  United  Telephone  Company  be,  and  it  is  hereby, 
authorized  and  empowered  to  issue  its  capital  stock  in  the 
sum  of  $54,500,  as  follows,  to  wit : 
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For  the  purchase  of  the  property  of  the  Enterprise  Telephone 

Company  of  Phillipsburg,  Kansas  $36,000 

For  the  purpose  of  building  a  toll  line  from    Phillipsburg  to 

Norton,  Kansas,  a  distance  of  36  miles,  one  No.  10  copper 

circuit  and  one  No.  10  iron  circuit 11,000 

For  the  purpose  of  building  a  toll  line  from  Phillipsburg  to 

Stockton,  Kansas,  a  distance  of  25  miles 7,500 

Total    $54,500 

It  is  further  considered  and  ordered,  That  the  said  cap- 
ital stock  hereby  authorized  to  be  issued  shall  be  sold  for 
cash  at  not  less  than  par,  and  that  the  proceeds  for  the 
sale  of  said  stock  by  the  said  United  Telephone  Company 
shall  be  expended  and  applied  only  for  the  purposes  herein 
designated  and  for  no  other. 


Northeast  Kansas  Telephone  Company  of  Hiawatha, 
Kansas,  v.  the  Hiawatha  Mutual  Telephone  Com- 
pany OF  Hiawatha,  Kansas,  the  Morrill  Mutual  Tele- 
phone Company  of  Morrill,  Kansas,  and  the  Robin- 
son Mutual  Telephone  Company  of  Robinson,  Kansas. 

Docket  No.  728. 

Decided  May  21,  1914. 
Tnittallatlon  of  Telepliones  in  Local  Offices  of  Telephone  Company. 

Order. 
This  case  being  at  issue  upon  complaint  and  answers 
filed,  and  having  been  duly  heard  and  submitted  by  the  par- 
ties, and  investigation  of  the  matters  and  things  involved 
having  been  had  on  March  3,  1914,  and  the  Commission 
having,  on  the  twenty-first  day  of  May,  1914,  made  and  filed 
its  report  containing  its  findings  of  facts  and  conclusions 
thereon. 

It  is  now,  therefore,  ordered.  That  the  prayer  of  the 
Northeast  Kansas  Telephone  Company  of  Hiawatha,  Kan- 
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sas,  be  granted,  and  the  Hiawatha  Mutual  Telephone  Com- 
pany of  Hiawatha,  Kansas,  be,  and  it  is  hereby,  ordered 
and  directed  to  install  one  of  its  telephones  in  the  office  of 
the  complainant  at  Hiawatha,  Kansas;  that  the  Robinson 
Mutual  Telephone  Company  of  Robinson,  Kansas,  be,  and 
it  is  hereby,  ordered  and  directed  to  install  one  of  its  tele- 
phones in  the  office  of  the  complainant  at  Robinson,  Kansas ; 
that  the  Morrill  Mutual  Telephone  Company  of  Morrill, 
Kansas,  be,  and  it  is  hereby,  ordered  and  directed  to  install 
one  of  its  telephones  in  the  office  of  the  complainant  at 
Morrill,  Kansas.  Said  telephones  to  be  used  by  the  com- 
plainant only  in  the  transaction  of  its  usual  course  of  busi- 
ness and  to  be  paid  for  at  the  regular  published  rate  of  the 
respondent  companies. 

It  is  further  ordered,  That  the  respondent  companies 
install  the  required  telephones  and  furnish  the  required 
service  on  and  after  thirty  days  from  the  date  hereof,  and 
report  their  compliance  with  this  order  to  this  Commission. 


In  the  Matter  of  the  Application  of  the  Canton  Tele- 
phone Company  for  Permission  to  Make  Certain 
Changes  and  Adjustments  in  Its  Rates  for  Tele- 
phone Service  at  Canton,  Kansas. 

Docket  No.  788. 

Decided  May  21,  1914. 

Approval  of  Amended  Schedule  of  Bates  for  Telephonic  Sendee  —  Approval 
of  Rules  as  to  Payment  for  Service. 

Order. 
This  case  being  at  issue  upon  application  and  having  been 
duly  heard  and  submitted,  and  an  investigation  of  the  mat- 
ters and  things  involved  having  been  had  on  May  14,  1914, 
and  the  Commission  having,  on  the  nineteenth  day  of  May, 
1914,  made  and  filed  its  report  containing  its  findings  of 
fax^ts  and  conclusions  thereon. 
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It  is  now,  therefore,  ordered,  That  the  Canton  Telephone 
Company  of  Canton,  Kansas,  be  permitted  to  file  with  the 
Commission  an  amended  schedule  of  rates  as  follows,  to  wit : 

GROUXPED   CIRCUIT. 

Business       Residence 

Individual  line ,f  1  50  $1  00 

Two-party  line 75 

Three-party  line 75 

Four-party  line 75 

Desk  telephone,  extra  per  month 25  25 

Farm  lines 1  00 

Extension  sets 50  50 

Rural  lines,  switching  rates  per  month 25 

It  is  further  ordered,  That  the  said  company  be  permitted 
to  file  the  following  rales,  to  w  it : 

Terms  of  payment :  Monthly  in  advance,  excepting  rural 
telephones  on  s^vitching  rates  to  be  three  months  in 
advance. 

The  oflicers  of  each  rural  line  switched  will  be  required 
to  contract  with  the  company.  The  contract  for  service 
will  be  made  with  these  officers  of  the  lines  and  all  charges 
against  the  subscribers  on  the  line  will  be  billed  to  such 
officers,  and  failure  to  pay  any  part  of  the  charges  due  will 
entitle  the  company  to  disconnect  the  line  until  such 
charges  are  paid. 

It  is  further  ordered,  That  the  said  Canton  Telephone 
Company  file  the  amended  schedule  and  rules  herein  pro- . 
vided  for  within  thirty  days,  and  that  the  same  biecome 
effective  on  July  1,  1914,  and  so  remain  until  the  further 
order  of  the  Commission. 
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LOUISIANA. 

Railroad  Commission. 

Railroad  Commission  of  Louisiana  v.  Louisiana  Western 
Railroad  Company  and  The  Western  Union  Tele- 
graph Company. 

No.  2115. 

Order  No.  1736. 

Decided  Mat/  26,  1914. 

Closing    of    Local    Office    by    Telegraph    Company  —  Penalty    Imposed  — 
Company  Ordered  to  Be-open  Office. 

Opinion  and  Order. 

This  cause  came  on  to  be  lieard  according  to  assignment, 
and  Avas  accordingly  taken  up  on  May  25,  1914,  at  Baton 
Rouge,  Louisiana,  and  a  full  investigation  made. 

The  proceeding  was  instituted  by  the  Commission,  upon 
its  own  motion,  upon  receipt  of  a  numerously  signed  peti- 
tion of  the  citizens  of  the  A^icinity  of  Hayes,  Louisiana. 

The  complaint  made  was  that  the  Louisiana  Western 
Railroad  Company  and  The  Western  Union  Telegraph 
Company  had  closed  or  discontinued  the  telegraph  office 
at  Hayes,  Louisiana,  to  the  great  inconvenience  and  annoy- 
ance of  the  people  of  tlie  neighborhood. 

The  Commission's  investigation  brought  out  the  fact  that 
the  telegraph  office,  or  station,  in  question  had  been  closed, 
and  that  no  authority  of  the  Commission  granting  permis- 
sion for  the  said  closing  or  discontinuance  had  been  issued, 
or  applied  for. 

Rule  No.  81  of  the  revised  rules  and  regulations  of  the 
Commission  provides  that  no  telegraph  office  where  mes- 
sages are  received  and  transmitted  shall  be  discontinued 
without  first  obtaining  the  consent  of  the  Commission. 

The  record  also  shows  that  the  vicinity  of  Hayes,  Louisi- 
ana, is  thickly  settled,  and  that  the  community  is  in  need  of 
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a  telegraph  office;  that  the  telegraph  office  or  station  at 
Hayes  is  the  only  office  of  its  kind  between  Lake  Charles 
and  Lake  Arthur,  and  that  its  discontinuance  is  an  unneces- 
sary hardship  upon  the  people  of  the  neighborhood. 

The  Commission  believes  from  the  evidence  brought  out 
at  the  trial  that  the  arranjgement  between  the  defendant 
companies  relative  to  the  establishment  and  maintenance 
of  this  office  or  station  is  such  that  both  companies  are 
liable  for  the  violation  of  the  rule. 

The  premises  considered, 

It  is  ordered^  That  the  Louisiana  Western  Railroad  Com- 
pany and  The  Western  Union  Telegraph  Company  be,  and 
they  are  hereby,  commanded  and  required  to  each  forfeit 
and  pay  to  the  State  of  Louisiana,  the  sum  of  $100  for 
violating  the  provisions  of  Rule  Number  81  of  the  revised 
rules  and  regulations  of  the  Railroad  Commission  of  Louisi- 
ana, by  closing  or  discontinuing  the  telegraph  office  or  sta- 
tion at  Hayes,  Louisiana,  without  the  consent  of  the  said 
Commission;  and  the  Attorney-General  is  requested  to  in- 
stitute suit  to  recover  this  fine. 

It  is  further  ordered^  That  The  Western  Union  Telegraph 
Company  be,  and  it  is  hereby,  commanded  and  required, 
within  fifteen  days  from  the  date  of  this  order,  to  re-open 
and  continue  in  operation  thereafter,  the  telegraph  office  or 
station  at  Hayes,  Louisiana. 

Baton  Rouge,  Louisiana,  May  26,  1914.* 


•  A  similar  order  was  issued  in  Railroad  Commission  of  Louisiana  v. 
Morgan's  Louisiana  and  Texas  Bmlroad  and  Steamship  Company  and 
The  Western  Union  Telegraph  Company.  No.  2117.  Order  No.  1737. 
Maj  2(),   1914.— Ed. 
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MASSACHUSETTS. 

Public  Service  Commission. 

In  the  Matter  of  Modifying  the  New  England  Telephone 
AND  Telegraph  Company's  Regulations  Concerning 
THE  Installation  of  Portable  Desk  Set  Cords. 

P.  S.  C.  242. 

Dated  May  26,  1914, 

Approval  of  Modification  of  Telephone  Company's  Begulations  as  to  the 
Length  of  Portable  Desk  Set  Oords. 

Statement. 
Supplementing  the  tentative  decision  of  the  New  England 
Telephone  and  Telegraph  Company  of  April  25,  to  grant 
a  modification  of  the  company 's  regulations  concerning  the 
installation  of  portable  desk  set  cords,  the  Commission  is 
in  receipt  of  the  following  letter  from  the  telephone  com- 
pany which  is  self  explanatory  and  which  the  Commission 
approves  as  tending  to  afford  a  greater  measure  of  con- 
venience to  the  public  along  the  lines  of  several  similar 
changes  which  have  been  brought  about  through  the  com- 
pany's co-operation  with  the  Commission: 

"  Relative  to  our  several  conferences  with  the  Commission  concerning 
a  modification  of  the  regulation  limiting  the  length  of  cords  on  portable 
desk  telephone  instruments,  it  is  agreed,  I  understand,  that  the  indis- 
cnminate  use  of  long  cords  of  varying  lengths  would  result  in  serious 
seniee  and  maintenance  difficulties. 

"  On  the  other  hand,  the  rule  which  has  limited  the  length  of  cords  in 
all  cases,  except  those  of  sickness,  to  a  maximum  of  12  feet  has  allowed 
no  latitude  for  the  care  of  such  cases  as  presented  unusual  conditions. 

**  The  solution  of  the  problem  would  seem  to  lie  in  giving  the  man- 
agers authority  to  install  cords  longer  than  the  standard  lengths  where 
reasonable  necessity  appears  but  not  to  exceed  25  feet,  and  instructions 
have  been  given  in  accordance  with  this  modification.  In  cases  of  emer- 
gency and  sickness,  the  present  regulation  will  continue. 

"  It  is  felt  that  this  modification  will  lend  itself  readily  to  the  satis- 
factory care  of  exceptional  conditions  and  it  is  hoped  that  no  serious 
•service  or  maintenance  difficulties  will  follow.  If,  however,  after  a 
reasonable  trial,  it  should  appear  that  further  modification  is  desirable 
or  necessary,  the  company  will  ask  that  it  be  allowed  to  bring  the  matter 
to  the  attention  of  the  Commission  for  that  purpose." 

40 
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NEBRASKA. 

State  Railway  Commission. 

In  the  Matter  of  the  Application  op  the  Nebraska  Tele- 
phone Company  for  Authority  to  Issue  and  .Sell 
Its  Notes  in  the  Amount  of  $4,000,000. 

Application  No.  2071. 

Decided  April  4,  1914. 
Aatlioriiation  of  Note  Issue  —  Befundlng  of  Outstanding  Demand  Notes. 

Appearances  : 

Guy  H.  Pratt  and  W.  A.  Pixley,  for  applicant. 

Order. 
By  the  Commission: 

This  matter  came  on  to  be  heard  on  the  petition  of  the 
applicant  herein  for  authority  to  issue  and  sell  its  two- 
year  6  per  cent,  notes,  at  par,  in  the  amount  of  $4,000,000, 
for  the  purpose  of  refunding  and  retiring  an  equal  amount 
of  demand  notes,  for  which  the  company  realized  in  cash 
the  full  face  value,  and  which  they  have  borrowed  from 
time  to  time  and  in  such  amounts  as  were  at  the  time  needed 
for  extensions  to  and  betterments  of  the  company's  plant, 
together  with  purchases  of  certain  properties  and  holdings 
in  other  telephone  companies  for  the  purpose  of  extending 
the  service  of  the  applicant. 

The  company  submitted  the  following  balance  sheet, 
showing  the  assets  and  liabilities  of  the  company  as  of 
February  28,  1914: 

41 
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ASSETS. 
Total  intangiblb  capital   $19  16  ^ 

Right   of  way $39^6  56 

Land  and  buildings 755,859  43 

Central  office  equipment 1,215,092  84 

Station  equipment 874,692  34 

Exchange  lines   3,963,514  93 

Toll  lines   2,516,509  18 

Other  plant   15,385  34 

Construction  work  in  progress 25,711  84 

Total  plant $9,406,012  45 

General  equipment   $74,500  94 

Investment  securities   4,186,588  35 

Advances  to   system   corporations   for   con- 
struction, etc 308,520  30 

Miscellaneous  investments 493,007  48 

Total  permanent  and  long  term  investments...     $5,062,617  07 

Cash  and  deposits $269,813  39 

Marketable  securities 5,350  00 

Bills  receivable   11,088  18 

Accounts  receivable   222,037  69 

Materials  and  supplies   143,008  21 

Total  working  assets $651,297  47 

Accrued  income  not  due $20,284  50 

Prepayments    $7,124  67 

Other  deferred  debits 8  10 

Total  deferred  debit  items $7^32  77 

Total  Assets  $15,147,363  42 
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LIABILITIES. 
k  Capital   stock,    comnion,    (authorized,    $10,- 

000,000)   $6,000,000  00 

Total,  capital  stock  liability $6,000,000  00 

Advances  from  system  corporations  for  construction,  etc.  .       5,453,000  00 

Total  capital  liabilities $11,453,000  00 

Bills   payable    $314,261  32 

Accounts  payable   126,489  36 

Total  working  uabilities $440,750  68 

Accrued  liabilities  not  due $24,133  31 

Insurance  and  casualty  reserves 4,021  33 

Liability  for  employees'  benefit  fund 104,427  69 

Total  deterred  credit  items 108,449  02 

Reserve  for  accrued  depreciation $1,510,604  04 

Total  fixed  capital  reserves .'      1,510,604  04 

Undivided  profits,  1914 $68,433  28 

Appropriated  surplus   3,938  29 

Corporate  surplus  unappropriated 1,538,054  80 

Total  surplus  and  undivided  profits 1,610,426  37 

Total  Liabilities $15,147,363  42 

An  examination  of  the  books  and  accounts  of  the  com- 
pany by  the  Commission's  accountant  discloses  the  fact  that 
the  company  received  100  per  cent,  on  the  dollar,  in  cash, 
for  the  notes  desired  to  be  refunded,  and  that  it  is  a  lawful 
existing  indebtedness. 

The  Commission,  upon  consideration  of  the  application 
herein  and  the  report  of  its  accountant,  and  being  fully 
advised  in  the  premises,  finds  that  the  Nebraska  Telephone 
Company  has  outstanding  $4,000,000  of  demand  notes, 
which  is  a  lawful  existing  indebtedness  of  the  company  and 
for  which  it  received  in  cash  100  cents  on  the  dollar,  and 
that  said  company  should  be  authorized  to  refund  said 
indebtedness  by  the  execution  and  issuance  of  its  two-year 
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notes  in  the  sum  of  $4,000,000,  bearing  interest  at  not  to 
exceed  6  per  cent,  per  annum. 

It  is,  therefore,  ordered,  That  the  Nebraska  Telephone 
Company  be,  and  the  same  is  hereby,  authorized  to  refund 
its  demand  notes  in  the  sum  of  $4,000,000  by  the  execution 
and  issuance  of  its  two-year  notes  in  the  sum  of  $4,000,000, 
said  notes  to  bear  interest  at  a  rate  not  to  exceed  6  per 
cent,  per  annum,  and  the  proceeds  of  the  sale  of  said  two- 
year  notes  to  be  used  for  the  purpose  only  of  refunding 
said  demand  notes  and  none  other. 

Made  and  entered  at  Lincoln,  Nebraska,  this  fourth  day 
of  April,  1914. 


In  the  Matter  of  the  Application  of  the  Lincoln  Tele- 
phone AND  Telegraph  Company  for  a  Readjustment 
of  Rates  at  York  Exchange. 

Application  No.  1552. 

Decided  April  10,  1914. 

Approval  of  Schedule  of  Bates  for  Ezcliange  Service  —  Bedaction  of  Bates 
for  Toll  Service  —  Flat  Bate  for  Sendee  between  Exchanges. 

Order. 

This  matter  came  on  to  be  heard  on  the  petition  of  the 
applicant  heroin,  the  remonstrance  filed  by  the  objectors, 
and  after  hearing  and  evidence  taken,  the  committee  ap- 
pointed by  the  objectors,  after  conference  Avith  the  officers 
of  the  api)licant,  submitted  the  following  to  the  Commission 
for  its  approval : 

"  The  committee  appointed  by  the  objectors  to  the  readjustment  of 
exchange  rates  api)lied  for  by  the  Lincohi  Telephone  and  Telegraph 
Company  of  the  York  exchange,  after  a  careful  investigation  and  con- 
sideration of  the  evidence  introduced  before  the  Railway  Commission 
and  of  a  supplemental  report  of  the  accounting  department  of  this  Com- 
mission and  consultation  with  and  upon  advice  of  the  attorney  employed 
by  said  committee,  are  convinced  that  it  will  be  necessary  for  an  increase 
in  the  revenues  of  said  company  derived  from  its  York  exchange  in  the 
amount  of  about  $(),600  per  annnm,  and,  in  the  opinion  of  the  members 
^  said  committee,  the  most  equitable  and  just  method  of  adjusting  the 
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rates  to  be  charged  the  patrons  of  said  exchange  in  order  to  raise  the 
additional  revenue  will  be  accomplished  by  adopting  the  following 
schedide  of  rates: 

Individual   business   'phones $3  00  per  month 

Two-party  business  'phones 2  50  per  month 

Business,  county   right 1  00  per  month 

Individual  residence  'phones 1  75  per  month 

Two-party  residence,  with  privilege  of  desk  set 1  50  per  month 

Four-party  residence 1  25  per  month 

Residence,  county  right 50  per  month 

Farm  lines  not  exceeding  10  to  a  line  (privilege  of 

two  exchanges)  1  50  per  month 

Farm  lines  not  exceeding  10  to  a  line  (privilege  of 

three  exchanges)  1  75  per  month 

Farm  lines  not  exceeding  10  to  a  line   (full  county 

service) 2  00  per  month 

The  farm  service  to  extra  towns  must  be  taken  by  lines.  The  majority 
of  the  patrons  on  each  line  are  to  decide  the  additional  exchange  or  ex- 
changes desired. 

To  adjoining  towns  in  the  county  the  existing  toll  rate  of  15  cents  to 
be  reduced  to  10  cents. 

Business  extensions   $1  00  per  month 

Residence  extensions 50  per  month 

Business,  extra  names 1  00  per  month 

Residence,  extra  names :  25  per  month 

Extension  bells  25  per  month 

Business  extension  sets 1  00  per  month 

Residence  extension  sets 50  per  month 

Service  stations   per  month 

The  Commission,  upon  consideration  of  the  evidence  ad- 
duced and  the  recommendations  of  the  parties  hereto,  fitids 
that  the  rates  proposed  are  just  and  reasonable  and  should 
be  approved,  and  that  the  rates  for  blanket  county  service, 
between  the  various  exchanges  of  the  company,  should  be 
as  follows : 

Business  telephone $1  00  per  month 

Residence  telephone 50  per  month 

It  is,  therefore,  ordered,  That,  effective  May  1,  1914,  the 
Lincoln  Telephone  and  Telegraph  Company  be,  and  the 
same  is  hereby,  authorized  to  put  into  effect  and  to  charge 
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and  collect  from  the  subscribers  of  its  York  exchange,  the 
following  schedule  of  rates,  to  wit: 

Individual  business  'phones $3  00  per  month 

Two-party  business  'phones 2  50  per  month 

Business,  county  rijrht 1  00  per  month 

Individual  residence  'phones 1  75  per  month 

Two-party  residence  with  privilege  of  desk  set 1  50  per  month 

Four-party  residence 1  25  per  month 

Residence  county  right 50  per  month 

Farm  lines  not  exceeding  10  to  a  line  (privilege  of  two 

exchanges 1  50  per  month 

Faiin  lines  not  exceeding  10  to  a  line   (privilege  of 

three  exchanges)    1  75  per  month 

Farm  lines  not  exceeding  10  to  a  line   (full  county 

service) 2  00  per  month 

The  farm  service  to  extra  towns  must  be  taken  by  lines.  The  majority 
of  the  patrons  on  each  line  are  to  decide  the  additional  exchange  or  ex- 
changes desired 

To  adjoining  towns  in  the  county  the  existing  toll  rate  of  15  cents  shall 
be  reduced  to  10  cents. 

Business  extensions $1  00  per  month 

Residence  extensions 50  per  month 

Business,  extra  names 1  00  per  month 

Residence,  extra  names 25  per  month 

Extension  bells 25  per  month 

Business,  extension  sets 1  00  per  month 

Residence,  extension  sets 50  per  month 

Service  stations ....   per  month 

It  is  further  ordered,  That,  effective  May  1, 1914,  the  toll 
rate  between  any  of  its  adjoining  exchanges  in  York  County 
shall  not  exceed  the  sum  of  10  cents  per  call  for  a  period  of 
three  minutes. 

It  is  further  ordered,  That,  effective  May  1,  1914,  the 
company  may  charge  and  collect  for  blanket  county  service 
between  exchanges,  the  following  rates,  in  addition  to  the 
regular  exchange  rate : 

Business  telephones $1  00  per  month 

Residence  telephones   50  per  month 

Made  and  entered  at  Lincoln,  Nebraska,  this  tenth  day  of 
April,  1914. 
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In  the  Matter  of  the  Application  of  the  Monroe  Inde- 
pendent Telephone  Company  for  Authority  to  Estab- 
lish A  New  Schedule  of  Rates  Applicable  to  Its  Ex- 
changes AT  Newman  Grove  and  Genoa. 

Application  No.  2069. 

Decided  April  10,  1914. 
Approval  of  Bates  for  Exchange  Sendee. 

Order. 

Whereas,  the  Monroe  Independent  Telephone  Oompany 
has  made  application  to  the  Nebraska  State  Railway  Com- 
mission for  authority  to  consolidate  its  exchanges  at  New- 
man Grove  and  its  exchanges  at  G^noa,  and  to  establish  a 
new  schedule  of  rates  for  said  consolidated  exchanges  at 
Newman  Grove  and  Genoa,  as  follows : 

Grounded  business  'phones $2  00  per  month 

Grounded  residence  'phones 1  00  per  month 

Metallic  business  'phones,  1-party  line 2  50  per  month 

Metallic  business  'phones,  2- party  line 2  00  per  month 

Metallic  residence  'phones,  1-party  line 1  50  per  month 

Metallic  residence  'phones,  2-party  line 1  25  per  month 

Grounded  farm  line  'phones 1  00  per  month 

Extension  'Phones. 

Metallic  business  'phones,  1-party $0  50  per  month 

Metallic  residence  'phones,  1-party 50  per  month 

Metallic  residence  'phones,  2-party 50  per  month 

Grounded  business  'phones 50  per  month 

Grounded  residence  'phones 50  per  month 

Grounded  farm  line  'phones 50  per  month 

Extension  bells  25  per  month 

Plus  the  necessary  batteries  to  operate  the  telephones, 

the  prices  of  which  are  hereby  added  and  made  a 

part  of  this  rate. 

j  And  it  appearing  to  the  Commission  upon  due  investiga- 

tion and  consideration,  based  in  part  upon  repeated  confer- 
ences with  parties  in  interest,  that  the  application  is  rea- 
sonable and  warranted  by  existing  conditions. 
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It  is  ordered  hy  the  Nebraska  State  Railway  Commission, 
That  the  rates  as  above  authorized  be,  and  the  same  are, 
hereby  granted,  to  become  effective  May  1, 1914. 

Made  and  entered  at  Lincoln,  Nebraska,  this  tenth  day  of 
April,  1914. 


[Neb. 


In  the  Matter  of  the  Application  of  the  Lincoln  Tele- 
phone AND  Telegraph  Company  for  Authority  to  Es- 
tablish Metallic  Circuit  Bates  for  Its  Greenwood 
Exchange. 

Application  No.  2072. 

Granted  April  17,  1914. 
ApproTal  of  Batee  for  Exchange  Service. 

Order. 
Whereas,  the  Lincoln  Telephone  and  Telegraph  Com- 
pany has  made  application  to  the  Nebraska  State  Railway 
Commission  for  authority  to  install  the  following  schedule 
of  rates,  applicable  to  its  Greenw^ood  exchange,  namely: 

Metallic  Circuit, 

Individual  business $2  50  per  mouth 

Two-party  business 2  00  per  month 

Individual  residence 1  50  per  month 

Two-party  residence 1  25  per  month 

Ten-party  farm  residence 1  50  per  month 

Twenty-party  farm  residence 1  25  per  month 

Inner  radius:     City  limits. 

Additional  charge  outside  inner  radius,  where  there  is  an  existing  pole 
line,  for  each  quarter  mile  or  fraction  thereof,  one-party,  $5.00  per  year; 
two-party,  $3.00  per  year. 

Extra  service  (two  parties  using  same  telephone) :  Business,  $1.00  per 
month;  residence  apartments,  boarding  houses,  etc.,  50  cents  per  month. 

Extension  sets,  $1.00  per  month. 

Extension  sets  (special  wall),  residence  only,  50  cents  per  month. 

Extension  bells,  25  cents  per  month. 

And  notice  of  the  pendency  of  said  application  having 
been  served  upon  the  city  authorities  of  Greenwood,  and  no 
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protests  having  been  offered ;  and  it  appearing  to  the  Com- 
mission, upon  due  investigation  and  consideration,  that  the 
appUcation  is  reasonable  and  warranted  by  existing  con- 
ditions ; 

It  is  ordered  by  the  Nebraska  State  Railway  Commission, 
That  the  desired  authority  be,  and  the  same  is,  hereby 
granted,  the  rates  as  above  authorized  to  become  effective 
from  and  after  June  1, 1914. 

Made  and  entered  at  Lincoln,  Nebraska,  this  seventeenth 
day  of  April,  1914. 


In  the  Matter  of  the  Application  op  the  Ansley  Tele- 
phone Company  for  Authority  to  Establish  a  Bate 
OF  $1.25  PER  Month  for  a  Business  'Phone  on  a  Farm 
Line. 

Application  No.  2089. 

Granted  April  20,  1914. 
Approval  of  Bate  for  Businesa  Telephone  on  Farm  Line. 

Order. 

Whereas,  the  Ansley  Telephone  Company  of  Ansley  has 
made  application  to  the  Nebraska  State  Railway  Commis- 
sion for  authority  to  establish  a  rate  of  $1.25  per  month 
for  a  business  'phone  on  a  farm  line ; 

And  it  appearing  to  the  Commission  upon  due  investiga- 
tion and  consideration,  that  the  application  is  reasonable 
and  warranted  by  existing  conditions ; 

It  is  ordered  hy  the  Nebraska  State  Railway  Company, 
That  the  desired  authority  be,  and  the  same  is,  hereby 
granted,  and  the  rate  as  above  authorized  to  become  effec- 
tive from  and  after  May  1,  1914. 

Made  and  entered  at  Lincoln,  Nebraska,  this  twentieth 
day  of  April,  1914 
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In  the  Matter  of  the  Application  of  the  Platte  Valx-ey 
Telephone  Company  for  Authority  to  Reduce  Its 
Toll  Rate  Between  Scottsbluff  and  Mitchell. 

Granted  April  23,  1914, 
Approval  of  Bednction  of  Toll  Bate  at  Bequest  of  Company. 

Informal  Ruling.* 

Replying  to  your  favor  of  April  20,  1914,  in  which  you 
make  request  for  authority  to  lower  your  toll  rate  between 
Scottsbluff  and  Mitchell  from  25  cents  to  15  cents,  effective 
May  1, 1914. 

As  of  this  date  the  Commisision  took  action  upon  your  ap- 
plication as  shown  from  the  following  excerpt  from  the 
minutes : 

"Application  having  been  made  by  the  Platte  Valley  Telephone  Com- 
pany of  Scottsbluff  for  authority  to  lower  its  toll  rate  between  Scottsbluff 
and  Mitchell  from  25  cents  to  15  cents  and,  it  appearing  to  the  Commis- 
sion upon  due  investigation  and  consideration,  that  the  application  is 
reasonable  and  warranted  by  existing  conditions,  the  desired  authority- 
was  on  motion  granted,  the  rate  of  15  cents  as  above  authorized  to  become 
effective  from  and  after  May  1,  1914,  and  it  was  directed  that  applicant 
be  notified  by  letter  of  the  action  taken." 

You  will  please  consider  this  letter  as  your  authority  for 
making  the  reduction  above  indicated. 


[Neb. 

4 


•  Informal  ruling  contained  in  a  letter  of  the  Commission,  dated  April 
23,  1914,  addressed  to  F.  Alexander,  secretary,  Platte  Valley  Telephone 
Company,  Scottsbluff,  Nebraska,  and  issued  over  the  signature  of  the 
Secretary  of  the  Commission. —  Ed. 
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In  the  Matter  of  the  Application  of  the  Chester  Tele- 
phone Company,  Chester,  Nebraska,  for  Authority  to 
Establish  Metallic  Farm  Line  Service, 

Application  No.  2090. 

Dated  April  23,  1914. 
Approval  of  EstabUsliment  of  Metallic  Farm  Line  Service. 

Informal  Ruling.* 

We  have  your  favor  of  April  18, 1914.  (Application  No. 
2090)  in  wiiieh  you  request  authority  to  establish  metallic 
farm  line  service,  eight  parties  to  the  line,  at  the  rate  of 
$15.00  per  year,  with  the  added  privilege  of  free  emergency 
calls  during  night  hours.  As  of  this  date,  the  Commission 
took  action  upon  your  application,  as  shown  by  the  follow- 
ing excerpt  from  the  minutes: 

"Application  having  been  made  by  Chester  Telephone  Company  of 
Chester,  for  authority  to  establish  a  metallic  farm  line  service,  not  more 
than  eight  parties  on  a  line,  at  a  rate  of  $15.00  each  per  year,  with  the 
pri\ilege  of  free  emergency  calls  at  night,  and  it  appearing  to  the  Com- 
mission upon  due  investigation  and  consideration  that  the  application  is 
reasonable  and  warranted  by  existing  conditions,  the  desired  authority 
was  on  motion  granted,  the  service  and  rate  as  above  authorized  to  become 
effective  from  and  after  May  1, 1914,  and  it  was  directed  that  the  applicant 
be  notified  by  letter  of  the  action  taken." 

Further  answering  your  letter,  our  files  show  that  the 
rate  from  Chester  to  Lincoln  is  55  cents,  to  Omaha  90  cents 
and  to  St.  Joseph,  Missouri,  90  cents,  instead  of  50  cents, 
75  cents  and  $1.00  respectively  as  stated  in  your  letter. 

The  Commission  very  much  appreciates  the  reference  to 
it  as  made  in  the  submitted  page  of  your  new  directory,  and 
it  is  also  impressed  with  the  very  careful  analysis  you  have 
made  of  your  '*  toll  service."    We  sincerely  wish  that  other 


•  Informal  ruling  contained  in  a  letter  of  the  Commission,  dated  April 
23,  1914,  addressed  to  E.  L.  Brown,  secretary,  Chester  Telephone  Com- 
pany, Chester,  Nebraska,  and  issued  over  the  signature  of  the  Secretary 
of  the  Commission. —  Ed. 
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managers  of  telephone  companies  were  giving  as  close 
scrutiny  to  the  details  of  their  business  as  you  are  evidently  ^ 

doing.  The  'Commission  directs  me  to  request  that  you  for- 
ward at  least  half  dozen  copies  of  the  leaflet  herein  referred 
to,  as  we  would  like  to  have  them  for  reference. 


In  the  Matter  of  the  Application  of  Pierce  Telephone 
Exchange,  of  Pierce,  for  Authority  to  Increase  Its 
Switching  Kates  for  Independent  Farm  Lines  to 
$3.00  per  Year  per  'Phone. 

Application  No.  2087. 

Gratited  April  2S,  1914. 

Approval  of  Increased  Bates  for  Swltcbing  Service  FamiBlied  Independent 

Rural  Lines. 

Order. 

Whereas,  the  Pierce  Telephone  Exchange  of  Pierce  has 
made  application  to  the  Nebraska  State  Railway  Commis- 
sion for  authority  to  increase  its  switching  rate  for  inde- 
pendent farm  lines  from  $2.50  per  year  to  $3.00  per  year, 
per  'phone; 

And  it  appearing  to  the  Commission,  upon  due  investiga- 
tion and  consideration,  that  the  application  is  reasonable 
and  warranted  by  existing  conditions ; 

It  is  ordered  by  the  Nebraska  State  Railway  Commission, 
That  the  desired  authority  be,  and  the  same  is,  hereby 
granted,  the  rate  of  $3.00  per  year  per  'phone  for  the  ser- 
vice as  above  indicated  to  become  effective  on  and  after 
May  1,  1914. 

Made  and  entered  at  Lincoln,  Nebraska,  this  twenty- 
eighth  day  of  April,  1914. 
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In  the  Matter  of  the  Application  of  Cambridge-Holbrook 
Telephone  Company,  of  Cambridge,  for  Authority  to 
Increase  Its  Exchange  Eate  to  $12.00  Per  Year. 

Application  No.  2099. 

Granted  April  2S,  1911. 
Approval  of  Increased  Bate  for  £xcha|ige  Service. 

Order. 

Whereas,  the  Cambridge-Holbrook  Telephone  Company, 
of  Cambridge,  has  made  application  to  the  Nebraska  State 
Bailway  Commission  for  authority  to  increase  its  exchange 
rate  from  $9.00  to  $12.00  per  year; 

And  it  appearing  to  the  Commission,  upon  due  investiga- 
tion and  consideration,  that  the  application  is  reasonable 
and  warranted  by  existing  conditions ; 

/*  is  ordered  by  the  Nebraska  State  Railway  Commission^ 
That  the  desired  authority  be,  and  the  same  is  hereby, 
granted,  the  rate  of  $12.00  per  year  for  the  service  as  above 
indicated  to  become  effective  from  and  after  June  1,  1914. 

Made  and  entered  at  Lincoln,  Nebraska,  this  twenty- 
eighth  day  of  April,  1914. 


Ix  THE  Matter  of  the  Application  of  the  Citizens'  Tele- 
phone Company  of  Malmo  for  Authority  to  Estab- 
lish A  Residence  Individual  Line  Rate  of  $1.25  Per 
Month. 

Application  No.  2101. 

Granted  April  29,  1911. 
Approval  of  Bate  for  Residence  Service. 

Order. 
Whereas,  Citizens'  Telephone  Company  of  Malmo  has 
made  application  to  the  Nebraska  State  Railway  Commis- 
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sion  for  authority  to  establish  a  rate  of  $1.25  per  month 
for  residence  individual  line  service,  in  connection  with  its 
exchange  at  Malmo,  Weston,  Prague  and  Morse  Bluff; 

And  it  appearing  to  the  CoHimission,  upon  due  investiga- 
tion and  consideration,  that  the  application  is  reasonable 
and  warranted  by  existing  conditions ; 

It  is  ordered  hy  the  Nebraska  State  Railway  Commission, 
That  the  desired  authority  be,  and  the  same  is  hereby, 
granted,  the  residence  individual  line  rate  as  above  author- 
ized to  become  effective  from  and  after  June  1, 1914. 

Made  and  entered  at  Lincoln,  Nebraska,  this  twenty-ninth 
day  of  April,  1914. 
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Railroad  Commission. 

Railroad  Commission  of  Nevada  v.  Bell  Telephone  Com- 
pany OF  Nevada. 

Decided  March  24,  1914. 

BeasonableneBs  of  Oliarge  for  Extension  Telephone  Service. 

This  was  a  proceeding  instituted  by  the  Commission,  upon  its  own 
motion,  for  the  purpose  of  determining  the  reasonableness  of  the  re- 
spondent's charge  of  $1.00  per  month  for  each  extension  telephone  station 
installed  in  the  same  building  with  a  main  telephone  station. 

BeawmableneBs  of  a  Partlcalar  Charge  to  be  Determined  with  Reference 
to  Value  of  Company's  Plant  and  Service  as  a  Whole. 

It  was  alleged  that  the  charge  in  question  was  excessive  for  the  reason 
that  a  telephone  instrument  costs  only  from  ten  to  fifteen  dollars. 

H€ld,  That  the  respondent  is  entitled  to  a  fair  return  for  the  service 
rendered,  and  not  merely  to  a  return  upon  the  value  of  each  particular 
instrument  used  in  rendering  the  service ;  and 

That,  in  determining  the  reasonableness  of  the  respondent's  charge, 
reference  must  be  had  to  the  value  of  the  entire  plant  used  in  furnishing 
service  and  not  to  the  value  of  some  particular  part  thereof. 

Ownership     of    Telephone  —  Disadvantages    of    Private    Ownership    of 

Equipment. 

It  was  contended  that  subscribers  should  be  permitted  to  purchase  and 
instal]  their  own  telephone  instruments. 

Held,  That  the  furnishing  of  telephone  instruments  is  an  essential  part 
of  a  telephone  company's  business; 

That  there  would  be  no  more  propriety  in  ordering  a  telephone  com- 
pany to  connect  with  a  privately  owned  telephone  than  there  would  be  in 
ordering  a  railroad  company  to  permit  a  patron  to  furnish  his  own  car 
or  cars; 

That  to  allow  private  individuals  to  install  their  own  telephones  and 
then  to  require  the  telephone  company  to  connect  such  telephones  with 
its  transmission  lines  and  switchboards  might  very  easily  lead  to  com- 
plications through  the  failure  on  the  part  of  the  patrons  to  provide  instru- 
ments of  standard  and  uniform  make,  and  would  change  the  character  of 
the  company  from  that  of  a  public  utility  to  that  of  a  company  owning 
simply  certain  poles,  wires  and  switchboards. 
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Oost   of   TnwUllatlon  —  Extensioa  Service   DtotingiilBhed   ftom  AiudlUiy 
Service  —  Lower  Bate  for  Extension  Service  Preeented  by  Oommtelon. 

With  respect  to  the  respondent's  contention  that  its  rate  for  an  exten- 
sion telephone  was  reasonable  because  of  the  installation  expense  involved, 

Held,  That  the  installation  of  telephones  is  part  and  parcel  of  the  gen- 
eral business  of  the  telephone  company,  that  without  such  installation  no 
ser\'iee  can  be  rendered,  and  that  the  entire  plant  and  all  of  the  expenses 
of  the  company  must  be  considered,  without  attempting  to  compute  the 
exact  expense  incident  to  a  particular  part  of  the  service; 

That  extension  service,  as  distinguished  from  auxiliary,  service,  is  merely 
an  addition  to  a  service  already  existing  and  from  which  the  company  is 
deriving  a  fair  revenue; 

That  "if  we  considered  merely  the  value  of  the  instruments,  a  charge 
of  50  cents  per  month  would  be  excessive,  but,  regarding  the  service  which 
is  rendered,  and  which  is  of  value,  it  seems  to  us  that  50  cents  for  each 
extension  is  a  fair  and  reasonable  charge  —  fair  to  the  user  and  fair  to  the 
company ;  " 

That  the  fact  that  the  primary  charge  for  business  service  is  higher, 
as  a  rule,  than  that  for  residence  service,  furnishes  no  reason  why  there 
should  also  be  a  higher  charge  for  extension  business  service  than  for 
extension  residence  service,  but  rather  the  reverse; 

That  "  considering  the  question  in  all  its  bearings,  a  flat  rate  of  50  cents 
per  month  for  each  extension  within  the  same  building  or  different  parts 
of  the  same  room  or  apartment,  with  or  without  bells,  seems  to  be  fair 
and  reasonable." 

Ordered  J  That  the  respondent  charge  no  more  than  50  cents  per  month 
for  each  extension  telephone  station  installed  in  the  same  building  with  a 
main  station.* 

Opinion  and  Order. 
Bartine,  Chief  Commissioner: 

This  proceeding  was  based  upon  a  complaint  filed  with 
the  Commission  by  the  Nevada  State  Journal  Publishing 
Company,  acting  through  its  president,  Mr.  George  D.  Kil- 
born.  As  the  original  complainant  was  not  prepared  to 
make  any  specific  showing  beyond  that  contained  in  its 
complaint,  the  Commission  substituted  itself  as  complain- 
ant, and  took  up  the  matter  upon  its  own  motion,  under  the 
provisions  of  Sub-division  *^  B,''  Section  12,  of  the  Railroad 
Commission  Law  of  this  State. 


Editor's  headnote. 
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The  gravamen  of  the  complaint  made  by  the  original 
complainant  was  that  the  charges  of  the  respondent  com- 
pany for  extensions  of  the  telephone  service  were  excessive, 
unjust  and  unreasonable.  These  charges  were  orally  denied 
by  the  respondent  company,  and  the  issue  thus  made  is  to 
be  determined  by  this  Commission. 

In  a  case  where  telephone  service  is  installed  in  a  busi- 
ness establishment,  the  regular  custom  of  the  respondent 
company  is  to  charge  $1.00  for  the  extension.  The  com- 
plainant alleged  that  this  charge  is  excessive  for  the  reason 
that  a  telephone  instrument  only  costs  from  ten  to  fifteen 
dollars.  Such  being  the  case,  it  follows,  according  to  com- 
plainant 's  contention,  that  the  respondent  company  is  real- 
izing about  100  per  cent,  per  annum  upon  the  value  of  each 
additional  instrument  installed. 

Assuming  for  the  purpose  of  discussion,  that  the  one- 
dollar  rate  is  excessive,  it  does  not  follow  that  the  conten- 
tion of  the  complainant,  is  sound.  The  respondent  com- 
pany is  entitled  to  a  fair  return  for  the  service  rendered, 
and  not  merely  a  return  upon  the  value  of  each  particular 
instrument  used  in  the  rendering  of  such  service.  Let  us 
assume  that  in  the  office  of  the  Journal,  there  were  a  single 
telephone  connected  with  the  main  line.  Clearly,  the  man- 
agement would  not  desire  additional  instruments  installed 
unless  there  were  use  for  such  instruments ;  if  there  were 
such  use,  then,  the  service  must  be  of  some  value  to  the 
party  receiving  it. 

No  telephone  company  can  render  a  telephone  service 
by  simply  installing  a  telephone.  There  must  be  transmis- 
sion lines,  there  must  be  the  switchboard,  there  must  be 
all  the  paraphernalia  which  goes  to  make  up  the  full  equip- 
ment of  a  telephone  company.  This  plant  must  be  con- 
sidered in  its  entirety,  and  in  determining  the  reasonable- 
ness of  the  rates  charged,  reference  must  be  had  to  the 
value  of  the  entire  plant,  and  not  of  some  particular  part 
thereof.  The  principle  is  the  same  as  in  the  case  of  a  rail- 
road. In  determining  whether  passenger  fares  or  freight 
rates  are  reasonable,  we  would  consider,  not  merely  the 
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value  of  the  railroad  car  which  is  used  in  transporting  the 
freight  or  the  passenger,  but  we  would  consider  the  rail- 
road as  an  entirety.     We  can  see  no  reason  why  the  same 
rule  should  not  be  applied  to  a  telephone  company. 

It  is  implied  by  the  complaint  that  complainant  should  be 
permitted  to  purchase  and  install  its  own  telephones.  With 
this  view  the  Commission  cannot  agree.  The  furnishing 
of  telephones  is  an  essential  part  of  the  business  of  the 
telephone  company.  It  has  undertaken  to  give  a  complete 
telephone  service,  which  can  only  be  done  by  furnishing  the 
necessary  instruments.  There  would  be  no  more  propriety 
in  ordering  a  telephone  company  to  connect  with  a  private 
telephone,  than  there  would  be  in  ordering  a  railroad  com- 
pany to  permit  every  patron  of  the  railroad  to  furnish  his 
own  car  or  cars,  which  would  have  the  effect  of  depriving 
the  railroad  company  of  a  very  considerable  portion  of  its 
business.  Besides,  to  allow  private  individuals  to  install 
their  own  telephones,  and  then  require  the  telephone  com- 
pany to  connect  such  telephones  with  its  transmission  lines 
and  switchboards,  might  very  easily  lead  to  complications 
through  a  failure  on  the  part  of  the  patrons  to  provide  tele- 
phones of  standard  and  uniform  make.  Further,  the 
owners  of  such  private  telephones  would  still  be  under 
obligations  to  pay  to  the  telephone  company  reasonable 
rates  for  the  use  of  its  wires,  poles,  switchboards,  etc. 
What  the  charges  of  a  telephone  company  might  properly 
be  under  such  conditions,  is  hard  to  say.  It  is  enough, 
though,  to  add,  upon  this  point,  that  if  every  private  indi- 
vidual installed  his  own  telephone,  it  would  change  the 
entire  character  of  the  utility  —  it  would  no  longer  be  a 
telephone  company.  It  would  simply  be  a  company  owning 
certain  poles,  and  wires,  and  switchboards. 

We  are  equally  unable  to  appreciate  the  soundness  of 
the  respondent  company's  contention  that  the  extension 
rates  are  reasonable  because  of  the  installation  expense. 
At  the  hearing,  which  took  place  September  27, 1913,  it  was 
claimed  by  representatives  of  the  company  that  the  instal- 
lation of  a  telephone  costs  $7.80  from  which  it  was  argued 
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that  the  charge  of  $1.00  for  extensions  was  reasonable.  We 
are  unable  to  perceive  any  logical  force  in  this  contention. 
It  literally  proves  nothing,  so  far  as  the  point  at  issue  is 
involved.  The  installing  of  telephones  is  part  and  parcel 
of  the  general  work  of  a  telephone  company.  Without 
such  installation,  no  service  whatever  can  be  rendered.  In 
deciding  as  to  what  are  reasonable  rates,  we  must  consider 
the  entire  plant,  and  all  of  the  expenses  of  the  company, 
without  attempting  to  figure  out  the  exact  expense  incident 
to  some  particular  part  of  the  service  —  such  as  the  instal- 
lation of  a  telephone. 

The  Commission  does  not,  and  cannot,  fail  to  note  what 
appears  to  be  an  inconsistency  in  the  attitude  of  public 
utilities  in  dealing  with  the  question  of  reasonable  rates  in 
particular  cases.  In  the  case  of  common  carriers,  for 
example,  the  contention  frequently  is  made  that  it  is  im- 
possible to  take  a  particular  commodity  and  determine 
whether  the  rate  charged  for  the  commodity,  standing  by 
itself,  is  fairly  remunerative.  Just  as  frequently,  when 
some  particular  commodity  is  charged  to  a  higher  rate  than 
others,  it  is  defended  upon  the  ground  that  special  service 
is  required  in  the  transportation  of  that  commodity  and, 
therefore,  the  higher  rate  is  justified.  These  contradictory 
contentions  seem  to  be  made  to  meet  the  exigencies  of 
differing  cases  as  they  arise. 

Undoubtedly  it  is  difficult  to  take  particular  items,  going 
to  make  up  the  aggregate  business  of  a  public  utility,  and 
eomi3are  accurately,  the  relative  cost  of  doing  the  work, 
with  the  revenue  derived  from  that  item.  It  is  possible 
that  a  closer  approximation  can  be  made  in  the  matter  of 
installing  a  telephone,  than  with  reference  to  carrying  a 
certain  commodity  in  a  railroad  car  along  with  other  com- 
modities. Nevertheless,  it  seems  to  us,  that  any  attempt 
to  figure  out  the  expense  incident  to  some  particular  service 
rendered  by  a  public  utility,  must,  in  its  nature,  be  more 
or  less  misleading.  It  might  well  be  true  that  the  installa- 
tion of  a  single  telephone  would  cost  $7.80,  but  it  by  no 
means  follows  that  in  the  general  work  of  a  telephone  com- 
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pany,  where  hundreds,  and  perhaps  thousands,  of  instru- 
ments are  to  be  installed,  they  would  average  $7.80,  or  any- 
thing approaching  that  figure.  Even  though  it  did,  it  is 
only  one  branch  of  the  company's  expenses.  It  appears  to 
us,  as  before  stated,  that  the  plant  should  be  considered  as 
a  whole.  The  aggregate  expenses  should  be  placed  upon 
one  side  of  the  account,  the  aggregate  revenue  upon  the 
other,  and  then  a  balance  should  be  struck. 

This  Commission  has  at  other  times,  and  in  other  cases, 
deemed  it  necessary  and  proper  to  remark  that  in  no  great 
business,  whether  it  be  public  or  private,  will  each  item  be 
found  equally  profitable.  Indeed  it  is  well  known  that  in" 
many  instances  particular  operations  of  any  business, 
standing  by  themselves,  would  not  yield  any  profit  at  all. 
So  it  may  be  conceded  that,  if  a  telephone  company  had  but 
a  single  telephone  to  install,  it  might  easily  cost  $7.80  and, 
upon  that  basis  of  any  charge  that  is  now  being  made,  it 
would  be  altogether  unprofitable. 

The  classification  of  freights  carried  by  a  railroad  is 
largely  arbitrary.  It  is  based  upon  the  judgment  of  the 
traffic  managers  as  to  the  general  condition  of  the  business. 
The  same,  undoubtedly,  is  true  with  respect  to  a  telephone 
service.  In  this  very  case  it  was  asserted  by  the  repre- 
sentatives of  the  telephone  company  that  the  charges  made 
for  service  in  private  residences  were  not  remunerative 
charges,  and  that  such  rates  could  only  be  maintained  for 
the  benefit  of  resident  users,  because  of  the  higher  rates 
charged  to  business  houses.  Here  we  have  a  distinct  admis- 
sion of  the  soundness  of  our  own  position  that  the  business 
should  be  considered  as  a  whole,  and  not  with  reference  to 
the  profits  or  losses  upon  some  segregated  items.  In  deter- 
mining whether  or  not  a  particular  charge  is  excessive  and 
unreasonable,  the  Commission  must,  likewise,  use  its  own 
best  judgment,  based  upon  the  facts  as  disclosed  by  its 
investigations. 

Taking  up  the  matter  immediately  under  consideration, 
we  may  say  that  when  a  telephone  is  installed  either  in  a 
residence  or  in  a  business  house,  and  it  is  desired  to  make 
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an  extension  to  another  apartment,  or  to  another  location 
in  the  same  apartment,  a  charge  of  $1.00  per  month  for  such 
extension  appears  to  be  unreasonably  high. 

Acting  upon  the  principle  which  has  been  laid  down  in 
this  opinion,  that  the  business  of  the  company  should  be 
treated  as  a  whole,  and  not  merely  with  respect  to  the 
assumed  expenses  and  revenues  connected  with  particular 
items,  attention  should  be  directed  to  the  fact  that  exten- 
sions are  merely,  as  the  term  implies,  additions  to  a  service 
already  being  rendered,  and  from  which  business,  in  the 
aggregate,  the  company  derives  a  fair  and  reasonable  rev- 
enue. An  extension  is  quite  different  from  an  auxiliary 
service,  which  requires  a  separate  line  connected  with  the 
main  line,  and  which  is,  to  all  intents  and  purposes,  an 
independent  service  in  itself.  An  auxiliary  line  may  be 
used  even  though  the  main  service  line  is  out  of  commission. 
It  might,  with  equal  propriety,  be  called  a  substitute  line. 
But,  whatever  we  call  it,  the  service  is  complete  and  inde- 
pendent in  itself.  An  extension  is  different.  It  is  merely 
an  addition  to  a  service  already  existing  and  from  which 
the  company  is  deriving  a  fair  revenue.  Practically,  the 
only  additional  expense  is  the  installing  of  an  instrument 
with  a  short  piece  of  connecting  wire.  If  we  considered 
merely  the  value  of  the  instruments,  a  charge  of  50  cents 
per  month  would  be  excessive,  but,  regarding  the  service 
which  is  rendered,  and  which  is  of  value,  it  seems  to  us  that 
50  cents  for  each  extension  is  a  fair  and  reasonable  charge 
—  fair  to  the  user  and  fair  to  the  company. 

Considering  the  business  of  the  company  as  a  whole, 
we  can  see  no  reason  why  there  should  be  any  difference 
between  an  extension  in  a  business  house  and  an  extension 
in  a  private  residence.  The  primary  charge  against  a  busi- 
ness house  is  $4.00,  while  the  charge  in  residences,  gener- 
ally, is  about  $1.50. 

Thus,  we  see  that  in  a  business  house,  if  the  charge  of  50 
cents  be  made  for  an  extension,  the  amount  would  be  $4.50; 
if  there  be  two  extensions,  the  amount  would  be  $5.00,  and 
so  on.   The  fact  that  the  primary  charge  in  a  business  house 
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is  higher,  as  a  rule,  than  in  a  residence,  furnishes  no  reason 
why  there  should  also  be  a  higher  charge  for  an  extension 
in  the  business  house,  but  rather  the  reverse. 

Considering  the  question  in  all  of  its  bearings,  a  flat  rate 
of  50  cents  per  month  for  each  extension  within  the  same 
building,  or  different  parts  of  the  same  room  or  apartment, 
with  or  without  bells,  seems  to  be  fair  and  reasonable. 

An  order  should  be  entered  in  conformity  with  these 
views. 

Order. 

Pursuant  to  the  conclusions  reached  in  the  foregoing 
opinion, 

It  is  hereby  ordered^  That  in  lieu  of  the  present  charges 
for  extensions  of  telephone  service,  the  Bell  Telephone 
Company  of  Nevada  shall  charge  no  more  than  50  cents  per 
month  for  each  separate  extension,  within  the  same  build- 
ing or  apartment. 


[Nev. 
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NEW  JERSEY. 
Board  of  Public  Utility  Commissioners. 

In  re  Certain  Ordinances  Presented  for  Approval  by 
Patrons'  Telephone  Company:  Ordinance  Township 
OF  Hope,  Ordinance  Township  of  Oxford,  Ordinance 
Township  of  Knowlton,  Ordinance  Township  of 
Blairstown  ;  and 

West  Jersey  Toll  Line  Company  v.  Patrons'  Telephone 
Company;  in  Opposition  to  Approval  of  Ordinances 
Above. 

Decided  March  31,  1914, 

PnbUc    Oonvenience   and   Necessity  —  Approval   of   Ordinances   Chranting 

Franchises  Withheld  —  Invasion  of  Occupied  Field  —  Duplication 

of  Facilities  —  Service   of   Company   Occupying   Field  — 

Validation  of  Stock  Issued  Without  Authority. 

Appearances  : 

George  M.  Shipman,  for  the  Patrons'  Telephone  Com- 
pany. 

E.  M.  Simpsorty  for  the  West  Jersey  Toll  Line  Company. 

Beport. 
On  Februarj-  10,  1913,  the  Chief  Inspector  of  Utilities 
called  the  Board's  attention  to  the  report  that  the  Patrons^ 
Telephone  Company  was  extending  Unes  into  Blairstown. 
On  February  11,  the  secretary,  by  direction  of  the  Board, 
inquired  of  the  Patrons'  Telephone  Company  whether  it 
has  franchises  from  any  municipality  permitting  the  com- 
pany to  use  public  streets  or  roads;  and  if  so,  why  said 
franchises  had  not  been  submitted  to  the  Board  for  ap- 
proval as  required  by  statute.  Under  date  of  February  12, 
1913,  H.  F.  Aten,  secretary  of  the  Patrons'  Telephone  Com- 
pany, made  reply  that  his  company  had  obtained  permits 
for  the  use  of  public  roads  from  the  township  committees 
of  Knowlton,  Hope,  Oxford  and  Blairstown  Townships. 
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He  also  indicated  that  the  company  had  not  been  apprised 
of  the  requirement  of  submitting  said  franchises  to  this 
Board  for  approval.  Under  date  of  February  18,  1913, 
this  Board  informed  Mr.  H.  F.  Aten,  secretary  of  the 
Patrons'  Telephone  Company,  that  he  should  submit  to 
the  Board  the  company's  franchises  for  approval. 

Under  date  of  May  12,  1913,  the  West  Jersey  Toll  Line 
Company,  by  W.  S.  Risley,  president,  protested  to  this 
Board  against  the  action  of  the  Patrons'  Telephone  Com- 
pany in  installing  and  soliciting  telephones  in  Blairstown, 
claiming  that  the  West  Jersey  Toll  Line  Company  was  then 
furnishing  local  telephone  service  in  Blairstown  and  long 
distance  service  to  the  subscribers  of  the  Patrons'  via 
Blairstown  and  Belvidere.  This  letter  of  protest  was 
transmitted  by  the  Board  to  Mr.  H.  F.  Aten,  secretary  of 
the  Patrons'  Telephone  Company  on  May  14, 1913;  and  the 
Board  fixed  May  27,  1913,  as  the  time,  and  the  state  house 
in  Trenton  as  the  place,  for  hearing  upon  the  aforesaid  pro- 
test. The  Patrons'  Company  could  not  proceed  on  May  27, 
but  agreed  that  they  would  not  further  prosecute  the  exten- 
sions against  which  protest  had  been  made  until  the  matter 
had  been  presented  to  the  Board.  During  the  summer  of 
1913  the  Patrons'  Telephone  Company  secured  from  the 
four  townships,  the  approval  of  ordinances  granting  the 
right  to  use  roads  within  said  townships.  Upon  the  appH- 
cation  for  approval  of  these  ordinances,  hearing  was  finally 
set  for  September  9,  1913,  at  the  state  house  in  Trenton, 
and  the  West  Jersey  Toll  Line  Company,  objector,  was 
notified  of  said  hearing.  Hearings  were  held,  at  the  state 
house  in  Trenton  on  September  9  and  September  16,  the 
petitioner  and  objector  both  being  represented  by  counsel. 

On  the  last  date  the  matter  went  to  conference,  with  the 
stipulation  that  the  report  of  the  Board's  inspector  upon 
the  matter,  when  made,  should  constitute  a  part  of  the 
record  in  the  case. 

Of  the  four  ordinances  granting  franchises  it  may  be 
said  generally,  that  the  privileges  granted  by  each  and 
all  of  said  ordinances  would  authorize  the  Patrons'  Tele- 
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phone  Company,  at  their  option,  to  enter  certain  localities 
now  supplied  by  the  West  Jersey  Toll  Line  Company  with 
telephone  service.  If,  therefore,  by  resolution  of  the 
respective  township  committees  the  ordinances  shall  be 
amended  as  indicated  below  in  this  report,  said  ordinances 
might  again  be  presented  to  this  Board  for  approval  with 
the  prospect  of  favorable  action  thereon. 

In  particular,  the  franchise  ordinance  passed  by  Hope 
Township  on  February  25,  1913,  after  designating  certain 
roads  on  which  the  Patrons'  Telephone  Company  may  place 
poles  and  wires,  includes  a  blanket  grant  entitling  the  com- 
pany to  place  poles  and  wires  *'  on  such  other  roads  in  said 
township  as  the  Patrons'  Telephone  Company  may  think 
it  necessary  to  build  its  line  upon. ' '  It  appears  that  Towns- 
bury  in  said  township  is  now  supplied  by  the  West  Jersey 
Toll  Line  with  telephone  service.  It  is,  therefore,  apparent 
that  the  ordinance  would  permit  the  Patrons'  Telephone 
Company  at  their  option  to  enter  Townsbury  with  poles 
and  lines.  This  Board  is  on  record*  against  unnecessary 
duplication  of  apparatus.  Should  said  ordinance  be 
amended  so  as  to  exclude  Townsbury  and  the  districts  now 
supplied  in  said  township  by  the  West  Jersey  Toll  Line 
Company,  the  ordinance  may  be  again  submitted  to  this 
Board  for  approval.  As  it  now  stands,  petition  for  the 
approval  of  said  ordinance  is  denied. 

The  ordinance  passed  by  the  township  of  Oxford  on 
August  4,  1913,  apparently  accords  to  the  Patrons'  Tele- 
phone  Company  the   right   to   supply   telephone   service 


•  See  In  the  Matter  of  the  Applic^ition  of  the  Consumers'  Gas  Company 
of  Millville,  for  the  Approval  of  Ordinance  No.  115  of  the  City  of  MUl- 
ville  decided  April  18,  1913,  Commission  Leaflet  No.  19,  at  page  262;  In 
the  Matter  of  the  Application  of  the  Eastern  Telephone  and  Telegraph 
Company  for  Approval  of  Two  Ordinances  Passed  Respectively  by  the 
Freeholders  of  Cape  May  County  and  by  the  Borough  of  Avalon,  decided 
May  19,  1913,  Commission  Leaflet  No.  20,  at  page  367,  and  In  the  Matter 
of  the  Petition  of  the  Jersey  Power  Company  for  Authority  to  Issue  Stock 
in  the  Amount  of  Seventy-five  Thousand  Dollars,  decided  January  27, 
1914,  Commission  Leaflet  No.  28,  at  page  596.—  Ed. 
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throughout  said  township.  A  large  part  of  the  township 
is  already  supplied  by  the  West  Jersey  Toll  Line  Company 
and  '*  under  conditions  which  are  adequate,  considering  the 
character  of  the  territory  supplied.**  Such  is  the  testi- 
mony of  the  Board's  chief  inspector.  Moreover,  the  con- 
tract which  the  Patrons'  Telephone  Company  made  with 
the  West  Jersey  Toll  Line  Company,  which  contract  is  in 
evidence  in  this  ciase,  implies  that  each  company  is  to  sup- 
ply a  certain  portion  only  of  said  township.  In  order  to  be 
approved  by  this  Board,  this  ordinance  must  be  so  amended 
as  to  exclude  territory  now  supplied  by  West  Jersey  Toll 
Line  Company.  In  case  Buttzville  is  not  supplied  by  the 
West  Jersey  Toll  Line  Company  there  appears  no  par- 
ticular reason  why  the  franchise  as  amended  may  not 
accord  to  the  Patrons'  Telephone  Company  the  right  to 
supply  said  locality. 

The  ordinance  passed  by  the  township  of  Knowlton 
August  9,  1913,  after  designating  certain  roads  on  which 
the  Patrons'  Telephone  Company  may  place  poles  and 
wires,  accords  to  that  company  the  right  to  enter  upon 
**  such  other  roads  in  said  township  as  the  Patrons'  Tele- 
phone Company  may  extend  its  lines  upon."  To  obtain 
this  Board's  approval  the  ordinance  must  be  so  amended 
as  to  exclude  the  vicinity  of  Manunka  Chunk  and  Ramseys- 
burg.  These  localities,  it  appears,  are  now  supplied  by  the 
West  Jersey  Toll  Line  Company.  They  are  in  general 
nearer  to  Belvidere  than  to  Hope.  It  seems  proper,  there- 
fore, that  the  telephone  service  to  these  places  should  con- 
tinue, as  at  present,  to  be  supplied  by  the  West  Jersey  Toll 
Line  Company. 

From  the  evidence  it  would  seem  that  the  Yetter  line  lies 
partly  in  Knowlton  Township.  Apparently  this  line  was 
located  long  before  1903,  and,  therefore,  it  would  seem  that 
the  Yetter  line  might  continue  as  originally  located  in 
Knowlton  and  Blairstown  townships. 

The  ordinance  granted  by  Blairstown  Township,  like  the 
preceding  ordinances,  is  a  blanket  grant  to  the  Patrons' 
Telephone  Company  to  occupy,  at  will,  any  and  all  public 
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roads  or  streets  throughout  the  entire  township.  After 
designating  particular  roads  on  which  the  Patrons'  Tele- 
phone Company  are  empowered  to  place  poles  and  wires, 
the  ordinance  gives  similar  permission  **  on  such  other 
roads  as  may  be  deemed  necessary, ' '  and  similarly  accords 
permission  to  enter  upon  **  such  other  roads  in  said  town- 
ship as  the  Patrons'  Telephone  Company  may  extend  their 
lines  "  (to). 

The  Blairstown  ordinance  is  the  essential  bone  of  con- 
tention between  the  Patrons '  Telephone  Company  and  West 
Jersey  Toll  Line  Company.  It  seems  necessary,  therefore, 
to  set  out  the  situation  in  somewhat  greater  detail  than  in 
the  case  of  the  grants  by  the  three  other  tovsTiships.  The 
Blairstown  Telephone  Company,  an  unincorporated  con- 
cern, originally  constructed  the  telephone  plant  which  for 
the  most  part  occupied  the  village  of  Blairstown.  The 
original  franchise  authority  was  a  permit  granted  March 
23,  1901,  in  favor  of  Blair  Hall  Academy  (unincorporated), 
whereby  **  The  Blairstown  Electric  Light  Company  and 
Water  Works,"  the  name  assumed  by  the  concern  obtaining 
the  permit,  received  the  privilege  of  setting  poles  along  the 
streets  and  the  right  to  hang  wires  thereto  **  for  trans- 
mitting power,  light  or  messages  over  and  upon  the  public 
roads."  It  appears  that  this  concern  erected  only  one  set 
of  poles,  and  strung  thereon  both  electric  light  wires  and 
telephone  wires.  It  was  operated  by  Charles  H.  Crissman. 
Said  Charles  H.  Crissman  used  the  same  line  of'  poles  for 
electric  light  wires  and  telephone  wires  and  operated  a 
central  exchange  in  Blairstown  village.  In  the  spring  of 
1913,  the  West  Jersey  Toll  Line  Company  applied  to  this 
Board  for  approval  of  its  proposed  acquisition  of  the 
Crissman  telephone  system,  above  described.  The  Board 
approved  such  acquisition,  and  the  securities  necessary  to 
effect  the  same.  By  reason  of  the  fact  that  the  telephone 
wires  were  on  the  electric  light  poles,  and  that  the  telephone 
circuits  were  grounded  circuits  not  metallic  circuits,  the 
telephone  service  was  poor  whenever  the  current  was  run- 
ning through  the  electric  light  wires.    Particularly  at  night 
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was  the  telephone  service  inadequate.  There  were  about 
fifty  or  sixty  'phones  connected  with  the  local  exchange. 
From  the  evidence  it  appears  that  the  West  Jersey  Toll 
Line  Company,  after  acquiring  this  Crissman  telephone 
system,  proceeded  to  improve  the  system  and  service. 
Within  the  region  of  electrical  disturbance  the  grounded 
circuits  were  replaced  by  metallic  circuits ;  and  the  evidence 
is  indisputable  that  the  telephone  service,  both  local  service 
and  long  distance  service,  has  been  very  essentially 
improved. 

Just  before  the  West  Jersey  Toll  Line  Company  acquired 
the  Crissman  telephone  system,  the  Patrons'  Telephone  ' 
Company  purchased  the  Yetter  line.  From  the  evidence  it 
would  seem  that  the  Patrons^  Telephone  Company  took 
title  to  the  Yetter  line  between  the  first  and  fifteenth  of 
February,  and  that  the  West  Jersey  Toll  Line  Company 
purchased  the  Crissman  telephone  system  the  latter  part 
of  the  same  month.  The  Yetter  line  runs  from  Columbia 
opposite  Portland  to  Blairstown.  The  Patrons'  Telephone 
Company,  it  would  appear,  had  built  lines  north  from  Hope 
towards  Blairstown  and  had  brought  some  of  these  lines  up 
within  the  confines  of  the  village  of  Blairstown  and  had 
planned  to  connect  some  four  or  five  'phones  reached  by 
lines  built  north  from  Hope  with  various  stations  connected 
over  the  Yetter  line  with  Blairstown.  This  junction  of 
'phones,  by  means  of  a  certain  exchange  of  the  Patrons' 
company  m  Blairstown,  was  obstructed  by  the  West  Jersey 
Toll  Line  Company 's  acquisition  of  the  Crissman  telephone 
system. 

Should  this  Blairstown  ordinance  be  approved,  the 
Patrons'  Telephone  Company  under  its  authority  will  lo- 
cate in  Blairsto^^^l  a  central  exchange.  There  will  thus  be 
in  the  same  village,  whose  population  is  about  six  hundred, 
two  central  telephone  exchanges.  This  Board  is  already  on 
record*  against  the  unnecessary  duplication  of  telephone 
apparatus.    It  means  generally,  and  it  would  mean  in  this 


•  See  foot  note  at  pagre  65  of  this  Leaflet.—  Ed. 
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particular  case,  imposing  upon  the  public  the  evils  of  a 
divided  service  or  a  double  price.  We  can  see  no  sufficient 
reason  for  approving  a  franchise  that  would  impose  this 
undesirable  condition  upon  telephone  subscribers  in  this 
region. 

The  Patrons'  Telephone  Company  appear  to  rest  their 
claim  for  the  approval  of  the  Blairstown  ordinance  largely 
upon  the  fact  that  the  Yetter  line  was  located  in  Blairstown 
village,  and  was  in  working  order  long  before  the  West 
Jersey  Company  had  purchased  any  interest  in  the  tele- 
phone business  in  Blairstown.  Granting  this  fact  unre- 
servedly, it  does  not  appear  that  the  Yetter  line  ever  in- 
volved the  location  and  operation  in  Blairstown  village  of 
an  independent  central  exchange.  It  may  be  granted  that 
the  Yetter  line  has  a  right  to  enter  Blairstown.  Such 
right  does  not  seem  to  us  to  carry  the  right  of  the  new 
purchasers  of  the  Yetter  line  to  set  up  an  independent  com- 
peting central  exchange  in  Blairstown  village. 

There  might  have  been  force  in  the  plea  for  the  approval 
of  the  ordinances  and  for  setting  up  an  independent  ex- 
change, if  the  West  Jersey  Toll  Line  Company,  on  acquiring 
the  local  telephone  system  in  Blairstown,  had  been  negli- 
gent or  derelict  in  improving  service.  The  testimony  is 
altogether  to  the  contrary. 

The  evident  requirement  of  the  situation  is  reasonable 
and  adequate  telephonic  connection  between  Blairstown  and 
the  surrounding  country.  The  Board  will  endeavor  to  effect 
such  telephonic  connection  by  such  means  as  are  within  its 
powers.  But  the  pending  Blairstown  franchise  must  be 
reshaped  so  as  to  preclude  duplication  of  apparatus  in 
Blairstown  village  before  it  can  have  this  Board's  approval. 
In  its  present  form  petition  for  approval  is  denied. 

The  Patrons'  Telephone  Company  in  a  communication 
to  this  Board,  dated  March  17,  1914,  has  asked  the  Board 
to  afford  information  upon  several  matters.  In  reply 
thereto,  the  Board  would  say,  first,  that  it  cannot  see  that 
its  assent  is  necessary  to  the  termination  of  the  present 
contract  between  the  Patrons'  Telephone  Company  and 
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the  West  Jersey  Toll  Line  Company.  The  Board  would 
say,  second,  that  in  case  such  contract  is  terminated  the 
Patrons'  Telephone  Company  would  appear  to  have  a  right 
to  exercise  duly  approved  franchises  covering  any  territory 
not  already  adequately  supplied  with  telephone  service. 

The  Board  calls  the  attention  of  the  Patrons'  Telephone 
Company  to  the  fact  that  the  statute  requires  every  public 
utility  to  obtain  from  this  Board  approval  of  the  issue  of 
securities.  The  Patrons'  Telephone  Company,  by  its  own 
admission,  has  outstanding  capital  stock  issued  since  the 
statute  above  mentioned  became  operati-ve.  Application 
should  at  once  be  made  to  validate  such  issue  of  capital 
stock. 

Dated  March  31, 1914. 
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Public  Service  Commission  —  Second  District. 

Park  Central  Presbyterian  Society  of  Syracuse  v.  New 
York  Telephone  Company. 

Case  No.  2798. 

Decided  May  12,  1914. 
Directory   Listing  —  Bate  for  Service  to  Olergyman's  Study  in  ClmrclL 

Opinion  and  Order. 
The  telephone  instrument  involved  in  this  proceeding  is 
located  in  the  pastor's  study  within  the  church  edifice,  but 
was  listed  in  respondent's  directory  under  the  name  of  the 
church.  The  service  rendered  is  a  so-called  two-party  line. 
For  some  time  previous  to  August  9,  1911,  respondent, 
under  contract  with  complainant,  afforded  service  at  a  gross 
charge  of  $30.00  per  annum.  The  service  rendered  by 
respondent  in  Syracuse  is  classified  in  its  tariff  as  **  busi- 
ness "  and  **  residence."  The  **  business"  service  is 
applied  to  churches,  the  pastor's  study  being  excepted. 
The  **  residence  "  rate  is  applied  to  the  residence  of  a  regu- 
larly ordained  clergyman  or  to  his  study  in  the  church  when 
the  listing  is  in  the  name  of  the  pastor.  Complainant,  for 
reasons  stated  in  the  record,  desires  greatly  that  the  tele- 
phone shall  be  listed  in  the  name  of  the  church.  The  regu- 
lar rate  now  in  effect  for  two-party  line  **  business  "  serv- 
ice is  $48.00  per  year,  and  for  **  residence  "  service  the  rate 
is  $30.00  per  year.  On  August  9, 1911,  complainant  was  re- 
quired by  respondent  to  take  the  **  business  "  service  at  a 
gross  charge  of  $48.00  per  year.  Complainant  contended 
that  the  increased  charge  of  $18.00  was  unjust  and  unrea- 
sonable. A  hearing  in  the  matter  was  held  in  Syracuse  on 
Thursday,  October  10,  1912,  at  which  it  was  suggested 
that  the  case  could  be  settled  fairly  by  permitting  the  list- 
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ing  of  the  'phone  in  the  name  of  the  church  followed  by 
the  name  of  the  pastor,  Rev.  W.  E.  Ferris,  or  by  the  words 
''  Pastor's  Study,"  and  thereby  effect  a  charge  of  $30.00 
per  year  for  the  service  described,  and  this  w^as  agreed  to 
by  respondent. 

In  the  last  issue  of  respondent's  Syracuse  directory 
under  date  of  January  8,  1914,  the  instrument  in  question 
is  listed  as  **  Park  Centrl.  PreSby.  Ch.,  Patr's  Study" 
and  under  its  tariffs  may  have  the  residence  rate. 

It  is,  therefore,  ordered.  That  this  case  be  and  the  same 
is  hereby  closed  upon  the  records  of  this  Commission. 
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OHIO. 

The  Public  Utilities  Commission. 

In  the  Matter  of  the  Application  of  The  Central  Dis- 
trict Telephone  Company  for  Authority  to  Issue 
Two  Million  Dollars,  Par  Value,  Capital  Stock.* 

•       No.  80. 

Decided  December  29,  1913. 
Issuance  of  Stock  —  Payment  of  Outstanding  Notes. 

Order. 

The  Central  District  Telephone  Company,  a  corpora- 
tion organized  under  the  laws  of  the  State  of  Pennsyl- 
vania, with  its  principal  office  in  the  State  of  Ohio  in  the 
city  of  Steubenville,  Jeflferson  County,  Ohio,  having,  on 
the  fourth  day  of  December,  1913,  filed  its  petition  pray- 
ing for  the  consent  and  authority  of  the  Commission  to 
the  issue  of  its  capital  stock  of  the  par  value  of  $2,000,000, 
the  proceeds  to  be  devoted  to  the  discharge  of  petitioner's 
outstanding  promissory  notes,  of  the  aggregate  principal 
sum  of  $5,505,625.40,  the  moneys  secured  by  the  issue 
thereof  were  expended  in  the  acquisition  of  property,  the 
construction,  completion,  extension  and  improvement  of 
petitioner's  system  for  furnishing  telephone  service 
within  the  State  of  Ohio  and  elsewhere,  as  fully  set  out 
in  said  petition  and  exhibits  attached  thereto,  and  the 
time  for  hearing  said  matter  having  been  fixed  for  Tuesday, 
December  9,  1913,  at  two  o'clock  p.  m.,  and  due  notice  of 
the  time  and  place  of  said  hearing  having  been  given,  and 
having  been  heard  on  said  day  and  the  further  considera- 
tion thereof  continued  from  day  to  day,  the  same  came  on; 


•  This  case  was  inadvertently  omitted  from  Commission  Leaflet  No.  26. 
See  footnote  at  page  860  of  Commission  Leaflet  No.  25. —  Ed. 
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this  day  for  final  consideration  upon  the  petition,  the 
evidence  and  exhibits. 

After  considering  the  pleadings,  hearing  the  evidence 
and  examining  the  exhibits,  and  being  fully  advised  in  the 
premises,  and  it  appearing  that  the  proceeds  of  said  capi- 
tal stock  are  to  be  used  in  the  payment  and  discharge  or 
refunding  of  petitioner's  present  promissory  notes,  such 
indebtedness  having  been  created  and  incurred  in  the 
acquisition  of  property  and  the  construction,  completion, 
extension  and  improvement  of  petitioner's  plant  for  fur- 
nishing telephone  service  within  the  State  of  Ohio  and 
elsewhere,  the  Commission  is  satisfied  that  the  prayer  of 
said  petition  should  be  granted. 

It  is,  therefore,  ordered.  That  said  The  Central  District 
Telephone  Company  be,  and  it  is  hereby,  authorized  to 
issue  its  capital  stock  of  the  total  par  value  of  $2,000,000 
and  that  said  capital  stock  be  sold  for  the  highest  price 
obtainable,  but  for  not  less  than  the  par  value  thereof,  it 
being  the  opinion  and  finding  of  the  Commission  that  the 
money  to  be  secured  by  the  issue  and  sale  of  said  capital 
stock  is  reasonably  required  for  the  proper  purposes  of 
said  corporation. 

It  is  further  ordered,  That  the  proceeds  arising  from 
the  sale  of  said  capital  stock  be,  by  said  The  Central  Dis- 
trict Telephone  Company,  devoted  to  and  used  for  the 
payment  and  discharge  of  said  petitioner's  promissory 
notes,  made  and  given  to  The  Bell  Telephone  Company  of 
Pennsylvania  on  various  dates  beginning  with  the  twenty- 
sixth  day  of  November,  1909,  and  extending  to  the  twenty- 
eighth  day  of  November,  1913,  which  said  notes  are  of  the 
aggregate  principal  sum  of  $5,505,625.40,  as  fully  set  out 
in  a  detailed  statement  submitted  to  this  Commission  on 
the  eleventh  day  of  December,  1913,  and  filed  as  an  exhibit 
in  this  proceeding,  which  said  statement  and  exhibit  is 
hereby  made  a  part  of  this  order  by  reference. 

It  is  further  ordered,  That  said  The  Central  District 
Telephone  Company  make  verified  report  to  the  Commis- 
sion, as  follows: 
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Upon  the  issiue  and  sale  of  said  capital  stock,  or  any 
part  thereof,  the  fact  of  such  issue  and  sale,  the  terms 
and  conditions  of  sale  and  the  amounts  realized  there- 
from, which  shall  be  the  best  price  obtainable,  but  which 
shall  not  be  less  than  the  par  value  thereof;  at  the  ter- 
mination of  each  period  of  thirty  days  from  the  date  of 
this  order,  the  disposition  and  use  made  of  the  proceeds 
of  said  capital  stock;  such  reports  to  be  made  until  all  of 
said  capital  stock  herein  authorized  has  been  issued  and 
disposed  of,  and  all  the  proceeds  thereof  expended  in  the 
payment  and  discharge  of  an  equal  amount  of  petitioner's 
said  promissory  notes. 

Dated  at  Columbus,  Ohio,  this  twenty-ninth  day  of 
December,  1913. 


In  the  Matteb  of  the  Filing  of  Schedules  by  Telephone 
Companies  under  the  Provisions  of  Sections  614-16, 
General  Code  of  Ohio. 

Dated  April  27,  1914. 

Doty  of  Telephone  Company  to  File  Biiles  and  Regulations  as  to  Sates 

and  Service. 

Held:  By  the  attorney  for  the  Commission,  that  under  Sections  614- 
16  of  the  General  Code  of  Ohio,  "  telephone  companies  should  be  required 
to  include  in  their  schedules,  in  addition  to  the  rates,  tolls,  charges  and 
classifications,  all  rules,  regulations,  conditions  and  requirements  affecting 
the  rates  or  ser\'ice  or  in  any  manner  imposing  obligations  or  duties  upon 
subscribers  either  as  conditions  precedent  to  securing  service  or  in  their 
relations  to  the  company  while  receiving  service."  * 

Opinion  of  Attorney  for  Commission.! 
Your  Commission  has  requested  an  opinion  as  to  what 
should  be  included  in  the  schedules  filed  by  the  telephone 
companies  under  the  provisions  of  Sections  614^16  Gen- 
eral Code. 


*  Editor's  headnote. 

\  Opinion  contained  in  a  letter  addressed  to  the  Commission  by  its  attor- 
ney, under  date  of  April  27,  1914.—  Ed. 
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Sections  614-16,  General  Code,  provides  as  follows: 

"  Every  public  utility  shall  print  and  file  with  the  Commission,  within 
ninety  days  after  this  act  takes  effect,  schedules,  showing  all  rates,  joint 
rates,  rentals,  tolls,  classifications  and  charges  for  ser\'ice  of  each  and 
every  kind  by  it  rendered  or  furnished,  wiiich  were  in  effect  at  the  time 
this  act  takes  effect  and  the  length  of  time  the  same  has  been  in  force,  and 
all  rules  and  regulations  in  any  manner  affecting  the  same.  Such  schedules 
shall  be  plainly  printed  and  kept  open  to  public  inspection.  The  Commis- 
sion shall  have  power  to  prcscnbe  the  form  of  everj'  such  schedule,  and 
may,  from  time  to  time,  prescribe,  by  order,  changes  in  the  form  thereof. 
The  Commission  may  establish  rules  and  regulations  for  keeping  such 
schedule  open  to  public  inspection,  and  may,  from  time  to  time,  modify  the 
same.  A  copy  of  such  sche<iules  or  so  much  thereof  as  the  Commission 
shall  deem  necessarj'  for  the  use  and  infonnation  of  the  public,  shall  be 
printed  in  plain  type  and  kept  on  file  or  posted  in  such  places  and  in  such 
manner  as  the  Commission  may  order." 

Sections  614-18,  General  Code,  provides  as  follows: 

"  Nor  shall  any  public  utility  ♦  •  •  extend  to  any  person,  firm  or 
corporation,  any  rule,  regulation  *  ♦  •  except  such  as  are  specified  in 
such  schedule." 

The  object  of  the  law  in  providing  for  the  filing  of 
schedules  by  public  utilities  is  not  only  to  inform  the 
public  of  the  rates,  rentals,  tolls  and  charges  for  service, 
but  also  to  prevent  unjust  discrimination  and  to  prevent 
extortionate  rates  being  charged.  The  object  of  the  law 
must  be  kept  steadily  in  mind  in  arrixdng  at  a  conclusion 
in  this  matter.  Discrimination  is  one  of  the  chief  things 
that  the  law  seeks  to  prevent,  by  requiring  the  filing  of 
schedules.  Discriminations  can  be  made  against  patrons 
in  many  ways.  The  rates  charged  for  service  may  be  the 
sanie,  but  the  circumstances  under  which  the  rates  are 
given,  or  the  terms  of  the  contract  providing  for  the  rate 
may  be  so  diflerent  in  different  cases,  that  the  rate,  while 
appearing  to  be  the  same,  being  furnished  under  different 
circumstances  and  under  different  terms  and  conditions, 
would  not  be  uniform  and  a  discrimination  would  exist. 

Sections  614-16,  General  Code,  provides  that  the  sched- 
ule must  contain  all  rules  and  regulations  in  any  manner 
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affecting  rates,  rentals,  tolls,  classification  and  charges; 
and  Sections  614-18,  General  Code,  above  quoted,  pro- 
vides, ''  nor  shall  any  public  utility  ♦  *  *  extend  to 
any  person,  firm  or  corporation  any  rule,  regulation 
*  *  *  except  such  as  are  specified  in  such  schedule," 
showing  an  intention  on  the  part  of  the  legislature  to  re- 
quire utilities  to  file  schedules  containing  something  more 
than  mere  rates,  tolls  and  charges  for  service.  These  sec- 
tions provide  not  only  that  the  schedule  contains  the  rates, 
tolls,  charges  and  classifications,  but  also  all  rules  and 
regulations  affecting  the  same;  s-trictly  speaking,  all  the 
regulations  contained  in  contracts  entered  into  between 
a  public  utility  and  the  patrons  for  service  affect  the  rate, 
because  the  terms  of  the  contract  under  which  the  service 
is  furnished  at  the  rate  fixed,  are  inseparably  connected 
with  the  rate  charged  for  service ;  that  is  to  say,  that  the 
rate  for  the  service  is  given  in  the  conditions  named  in 
the  contract,  and  no  other. 

I  have  examined  the  contracts  of  several  telephone  com- 
panies in  order  to  show  that  the  terms  of  the  ordinary 
contract  do  affect  rates.  For  instance,  some  of  them  pro- 
vide that  the  subscriber  agrees  to  furnish  a  portion  of  the 
material  for  the  erection  of  a  line  in  order  to  receive 
service  at  a  certain  rate  and  restrictions  are  made  for  the 
use  of  the  telephone  and  an  additional  charge  for  viola- 
tions of  restrictions  is  provided  for.  Others  provide  that 
the  subscriber  shall  maintain  and  keep  in  repair  a  portion 
of  the  line  and  that  the  company  be  relieved  from  any  re- 
bate or  liability  on  account  of  any  interruptions  in  service 
when  the  telephone  is  out  of  order.  One  that  I  have  exam- 
ined provides  that  payments  shall  be  made  annually,  in  ad- 
vance, and  no  rebate  of  the  first  year's  payment  shall  be 
allowed  for  any  cause. 

The  Commission  can  readily  see  that  in  most  every  tele- 
phone contract  there  are  rules  and  regulations  embodied 
that  effect  the  rates,  tolls  and  charges. 

I  attach  copies  of  several  contracts  which  are  used  by 
several  telephone  companies,  to  this  opinion.    There  is,  as 
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the  Commission  can  readily  see,  no  uniformity  therein. 
If  the  companies  were  required  to  file  as  a  part  of  their 
schedules  conditions  embodied  in  their  contracts,  there 
would  be  uniformity  in  the  contracts;  there  would  be  less 
discriminations  and  the  Commission  would  be  better  in- 
formed as  to  the  conduct  of  the  telephone  business  and 
they  could  more  readily  perform  their  duties  under  Sec- 
tions 614-18,  General  Code,  which  gives  the  Commission 
general  supervision  over  all  public  utilities,  power  to  ex- 
amine the  same  and  the  manner  in  which  their  properties 
are  operated  and  managed  and  conducted,  with  respect  to 
the  adequacy  or  accommodation  afforded  by  their  service. 
I  am,  therefore,  of  the  opinion  that  telephone  companies 
should  be  required  to  include  in  their  schedules,  in  addi- 
tion to  the  rates,  tolls,  charges  and  classifications,  all  rules, 
regulations,  conditions  and  requirements  affecting  the 
rates  or  service  or  in  any  manner  imposing  obligations 
or  duties  upon  subscribers  either  as  conditions  precedent 
to  securing  service  or  in  their  relations  to  the  company 
while  receiving  service. 


F.  M.  Curry,  Minerva,  Ohio,  v.  The  Eastern  Telephone 
Company. 

P.  S.  C.  No.  583. 

Decided  April  2S,  1914. 

Discrimination  —  Bate  for  Switching  Service  Fumished  to  Privately  Owned 

Line  —  Special  Contract  for  Service  Condemned  —  Beimbursement 

of  Subscriber  for  Expenditures  Involved  in  Securing  Service. 

Upon  complaint  as  to  the  refusal  of  the  respondent  to  furnish  switch- 
ing service  to  the  complainant  at  the  regular  schedule  rate  for  such  ser- 
vice, it  appeared  that  the  respondent's  schedule,  on  file  with  the  Commis- 
sion, provided  for  a  rate  of  $tS.OO  per  year  for  switching  service  to  per- 
sons, who  would  "build,  maintain  and  equip  their  owni  lines  and  tele- 
phones "  in  territoi-y  not  developed  by  the  respondent,  provided  that  each 
line  should  caiTy  a  minimum  of  six  subscribei's.  The  schedule  also  pro- 
vided that  there  should  be  a  special  contract  for  the  switching  service,  but 
why  this  special  contract  was  demanded  and  what  it  should  contain  was 
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not  set  forth.  The  respondent  did,  however,  resen'e  the  right  to  construct 
its  own  lines  and  furnish  service  at  its  regular  schedule  rates  at  any  time 
in  the  future. 

The  complaint  in  this  case  arose  upon  the  refusal  of  the  respondent  to 
furnish  switching  service  to  the  complainant  at  a  rate  lower  than  $12.00 
per  year.  The  Conunission  found  that  the  complainant  resided  in  territory 
which  was  undeveloped  by  the  respondent  and  was,  therefore,  entitled  to 
ser\uce  at  the  rate  of  $8.00  per  year,  provided  he  owned  the  line  extend- 
ing from  his  residence  to  the  respondent's  switchboard.  The  Commission 
further  found  that  the  complainant  was  probably  the  owner  of  this  line 
and  that  there  were  not  six  subscribers  connected  with  the  line. 

Held:  That  the  complainant  is  entitled  to  switching  service  at  the 
schedule  rate  of  $8.00  per  year  and  that  the  company  has  the  right  to  con- 
nect five  other  subscribers  to  the  complainant's  line; 

That  the  respondent  should  fAe  with  the  Commission,  as  part  of  its 
schedule,  a  statement  of  the  precise  position  that  the  complainant  will 
occupy  when  the  respondent  shall  decide  to  occupy  the  territory  in  which 
the  complainant  resides; 

That  that  part  of  respondent's  schedule  wliich  calls  for  a  special  con- 
tract for  any  class  of  service  is  to  be  condemned  unless  the  form  of  such 
special  contract  is  filed  with,  and  made  a  part  of,  the  schedule;  and 

That,  furthermore,  if  the  respondent  reserves  the  right  to  discontinue 
switching  service,  to  refuse  such  service,  or  to  change  the  rate  therefor, 
the  schedule  should  contain  the  terms  and  conditions  upon  which  the  sub- 
scriber will  be  reimbursed  for  the  expenditure  of  money  he  was  forced 
to  make  in  order  to  secure  service. 

Pamishing  of  Service  at  Reduced  Bate  to  StockliolderB  of  Mlutual  Company 

Condemned. 

It  appeared  that  the  respondent  had  an  alleged  contract  with  The  Patter- 
son Mutual  Telephone  Company,  whereby  the  stockholders  of  the  latter 
company  were  granted  switching  service  at  a  rate  of  $3.50  per  year.  It 
further  appeared  that  some  of  the  stockholders  in  question  were  furnished 
ser\ice  directly  from  the  switchboard  of  the  respondent,  instead  of  through 
the  switchboard  of  the  Patterson  Mutual  company. 

Held:  That  the  furnishing  of  sendee  to  persons  who  are  in  no  way 
connected  with  the  operation  of  the  Patterson  Mutual  company  at  rates 
lower  than  those  granted  to  other  persons  in  the  same  territory  who  are 
not  stockholders  of  that  company  is  unjustly  discriminatory  and  should  be 
discontinued. 

TTnlfomilty  in  Bates  for  Toll  Service. 

It  appeared  that  the  respondent  had  been  "  careless  in  the  charging  for 
loeal  telephone  tolls." 

Held:  That  the  respondent  should  set  forth  in  its  schedule,  in  plain 
and  unequivocal  language,  its  rates  for  toll  on  long  distance  service. 
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Order. 

An  order  was  issued  requiring  the  defendant  to  furnish  service  to  the 
complainant  at  a  rate  not  to  exceed  $8.00  per  year,  to  eliminate  from  its 
schedule  the  stipulation  requiring  a  special  contract  for  any  class  of  ser- 
vice, to  publish  in  its  schedule  the  terms  and  conditions  upon  which  service 
might  be  discontinued,  or  refused  and  the  circumstances  under  which  rates 
might  be  changed  or  modified,  to  "  provide  an  equitable  reimbursement  of 
subscribers  for  expense  incurred  and  to  publish  clearly  its  rates  for  toll 
and  long  distance  service.* 

Opinion. 
The  petition  of  F.  M.  Curry  against  The  Eastern  Ohio 
Telephone  Company  contains  the  allegations  following: 

1.  The  Eastern  Ohio  Telephone  Company  ^ves  switch- 
board service  to  subscribers  of  The  Paterson  Mutual  Tele- 
phone Company  for  $3.50  per  year. 

2.  The  Eastern  Ohio  Telephone  Company  gives  like 
service  to  some  others  for  $3.00  per  year. 

3.  The  schedule  charge  for  this  service  is  $8.00  per  year. 

4.  Complainant  owns  his  own  telephone  and  wires  to 
the  switchboard  of  The  Eastern  Ohio  Telephone  Com- 
pany, and  a  part  of  the  poles  carrying  these  wires. 

5.  The  existence  of  a  contract  between  complainant  and 
The  Eastern  Ohio  Telephone  Company  for  switchboard 
service  at  $6.00  per  year. 

6.  Because  complainant  refuses  to  pay  $12.00  per  year 
for  said  service,  instead  of  $8.00  according  to  the  new 
schedule,  he  is  unable  to  secure  service. 

7.  The  Eastern  Ohio  Telephone  Company  charges  local 
tolls  at  10  cents,  5  cents  and  nothing. 

It  appears,  upon  examination  of  the  records  of  this 
Commission,  that,  prior  to  the  filing  of  the  rate  schedule, 
on  October  28,  1911,  this  company  had  nine  different  rates 
in  force  at  the  Minerva  exchange.  Upon  that  date  the 
company  filed  a  schedule,  the  exceptions  in  which  showed 
that  the  company  had  practically  no  definite  fixed  charges 
for  its  service,  but  seemed  to  quote  to  each  applicant  what- 
ever rate  the  company's  officers  thought  they  could  get  or 


Editor's  headnote. 
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whatever  the  applicant  would  pay,  and  then  curtailed  the 
extent  of  territory  or  the  number  of  exchanges  that  the 
patron  could  talk  with  free,  to  conform  to  the  rate 
charged.  This  loose  method  of  business  characterized 
The  Eastern  Ohio  Telephone  Company  during  the  years 
1911  and  most  of  1912.  On  September  1,  1913,  this  com- 
pany filed  a  new  rate  schedule,  quoting  one  rate  for  the 
entire  system,  and  classifying  the  service  into  individual 
lines  and  party  lines,  and  also  as  to  business  and  resi- 
dence.   This  same  schedule  carried  the  following  clause : 

"  Parties  who  build,  maintain  and  equip  their  own  lines  and  telephones, 
when  taken  on  to  our  switchboards,  are  given  switching  service  over  the 
entire  system  at  an  annual  charge  of  $8.00  per  telephone." 

The  filing  of  this  schedule  was,  in  effect,  the  raising  of 
some  rates  from  $6.00  to  $8.00,  from  $3.00  to  $8.00,  and 
from  $3.50  to  $8.00,  and,  naturally,  produced  a  general 
protest  from  patrons  of  the  company.  Under  this 
same  switching  clause  provision,  some  of  the  subscribers 
in  the  town  of  Minerva  desired  to  give  up  their  rented 
telephones  and  purchase  their  own  and  run  a  line  to  the 
central  office  and  thus  secure  service  at  a  charge  of  $8.00» 
The  company  undertook  to  lighten  this  protest  by  filing 
a  new  rate  schedule  on  February  1,  1913,  known  as  P.  S. 
C.  0.  No.  3.  In  this  schedule  the  company  quoted  the  same 
rate  of  $8.00  over  the  entire  system,  and  also  a  lower  rate 
for  each  exchange  system,  which  left  it  optional  with  the 
subscriber  which  he  should  take.  The  company  also 
changed  in  this  schedule  the  switching  charge  clause,  so 
that  the  rate  of  $8.00  per  year  would  apply  to  subscribers, 
who  would  build,  equip  and  maintain  their  own  lines  in 
communities  not  developed  by  The  Eastern  Ohio  Tele- 
phone Company. 

On  September  1,  1913,  The  Eastern  Ohio  Telephone 
Company  filed  a  new  schedule,  known  as  P.  S.  C.  0. 
No.  4,  in  which  the  switching  charge  over  the  entire  system 
for  i>arties  building,  equipping  and  maintaining  their  own 
lines  and  telephones,  in  territory  not  developed  by  the 
company,  was  $8.00  per  telephone,  provided  that  each  line 
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carried  a  minimum  of  six  subscribers.  The  company  also 
in  its  schedule  insisted  upon  a  special  contract  for  this 
service.  Just  why  this  special  contract  was  demanded, 
and  what  the  special  contract  should  include,  is  not  set 
forth  in  the  schedule.  The  company  did,  however,  in  the 
schedule  reserve  the  right  to  construct  its  own  lines  and 
furnish  telephone  service  at  its  regular  schedule  rates  at 
any  time  in  the  future. 

The  whole  history  of  the  rate  making  efforts  of  this 
company  indicates  that  its  managers  have  very  little  knowl- 
edge of  the  telephone  business,  and  they  seem  to  have  been 
groping  in  the  dark  without  any  very  definite  end  in  view. 

The  testimony  shows  that  Mr.  Curry  lives  in  a  district 
that  is  at  present  undeveloped  by  The  Eastern  Ohio 
Telephone  Company  and  is,  therefore,  entitled  to  telephone 
service  at  $8.00  per  year,  provided  he  owns  the  line  to  the 
switchboard.  The  testimony  as  to  the  ownership  of  this 
line  was  not  very  definite  on  either  side.  Mr.  Curry  claims 
ownership  of  the  wires,  and  of  all  the  poles  to  the  corpora- 
tion line,  and  the  company 's  witnesses  did  not  seem  to  have 
any  definite  facts  to  controvert  this,  although  they  believed 
that  they  owned  the  line.  Under  the  circumstances,  it 
would  appear  that  Mr.  Curry's  claim  of  ownership  would 
have  to  be  sustained  so  far  as  the  ruling  in  this  case  is 
concerned. 

The  fact  that  Mr.  Currj-'s  line  does  not  now  have  six 
subscribers  on  it  could  hardly  be  maintained  by  the  com- 
pany as  a  reason  for  not  giving  him  service,  because  the 
testimony  shows  that  the  company  has  several  lines  upon 
which  the  full  quota  of  six  subscribers  are  not  connected, 
in  some  cases  such  lines  having  only  one  subscriber  upon 
them.  All  of  these  subscribers,  including  Mr.  Curry,  evi- 
dently built  their  own  lines  and  purchased  their  telephones 
in  good  faith,  and  upon  the  promise  of  the  telephone  com- 
pany that  they  w^ere  to  receive  the  switching  service. 

That  part  of  the  present  schedule  of  this  company  which 
calls  for  a  special  contract  for  any  class  of  service  is  to  be 
condemned,  unless  the  form  of  such  special  contract  is  filed 
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with  the  schedule  and  made  a  part  of  it.  In  addition,  if  the 
telephone  company  reserves  the  right  to  discontinue  switch- 
ing service,  refuse  such  service  or  change  the  rate  for  same, 
they  should  state  in  their  schedule  upon  what  terms  and 
conditions  the  subscriber  will  be  reimbursed  for  the  ex- 
penditure of  money  he  was  forced  to  make  in  order  to 
secure  the  service. 

Taking  up  the  allegations  of  this  complaint  in  their  order, 
the  testimony  shows: 

1.  That  The  Eastern  Ohio  Telephone  Company  has  an 
alleged  contract  with  The  Patterson  Mutual  Telephone  Com- 
pany, by  which  the  stockholders  of  The  Patterson  Mutual 
Telephone  Company  receive  switching  service  for  a  charge 
of  $3.50  per  year.  The  testimony  also  shows  that  some  of 
these  stockholders  do  not  get  their  service  through  The 
Patterson  Mutual  Telephone  Company  but  direct  from 
their  own  homes  to  the  switchboard  of  The  Eastern  Ohio 
Telephone  Company.  Upon  the  face  of  it,  it  would  appear 
that  the  giving  of  such  service  to  people  who  are  in  no  way 
connected  with  the  operation  of  The  Patterson  Mutual  Tele- 
phone Company  is  but  a  subterfuge,  and  that  such  rates 
are  discriminatory  in  that  they  are  lower  than  are  the  rates 
to  other  persons  in  the  same  neighborhood  who  are  not 
stockholders  in  The  Patterson  Mutual  Telephone  Company. 

2.  That  The  Eastern  Ohio  Telephone  Company  did,  prior 
to  the  filing  of  the  last  schedule  at  any  rate,  give  switching 
service  to  some  patrons  at  $3.00  a  year,  which  was  less  than 
the  schedule  at  the  time,  and  is  less  than  the  schedule  now 
on  file  with  the  Commission. 

3.  The  present  schedule  calls  for  a  switching  charge  of 
$8.00  per  year  which,  if  exacted  of  all  patrons,  would  not 
be  discriminatory,  and,  so  far  as  the  investigation  can 
show,  is  a  reasonable  rate  for  the  service  performed. 

4.  That  complainant  is  entitled  to  the  use  of  a  telephone, 
over  his  own  wires,  at  the  switching  charge  rate  of  $8.00 
per  year,  and  the  company  has  the  right  under  its  schedule 
to  attach  five  other  users  to  the  same,  upon  application  for 
such  service. 
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5.  Complainant's  claim  of  a  contract  with  The  Eastern 
Ohio  Telephone  Company  for  switching  service  at  $6.00  per 
year  was  not  substantiated. 

6.  Complainant  was  justified  in  refusing  to  pay  $12.00  a 
year  for  switching  service  over  his  own  lines,  and  the  com- 
pany ought  to  have  accet)ted  $8.00  per  year  for  the  service 
under  the  circumstances,  and  should  file  with  this  Commis- 
sion as  a  part  of  its  schedule  a  statement  of  the  exact  situ- 
ation that  complainant  will  occupy  w^hen  The  Eastern  Ohio 
Telephone  Company  shall  decide  to  occupy  the  territory 
in  which  he  is  located. 

7.  The  testimony  shows  that  The  Eastern  Ohio  Tele- 
phone Company  has  been,  at  least,  careless  in  the  charging 
for  local  telephone  tolls.  The  schedule  should  define  ex- 
actly what  the  charges  shall  be,  and  those  charges  ought  to 
be  exacted  in  all  cases  and  without  discrimination. 

8.  The  Commission  does  not  find  it  necessary  in  deciding 
the  issues  of  this  case  to  interpret  or  construe  the  contract 
alleged  to  have  been  entered  into  by  The  Patterson  Mutual 
Telephone  Company  and  the  defendant. 

Order. 

This  case  came  on  to  be  heard  upon  the  pleadings  and  the 
evidence,  and  was  argued  by  counsel,  and  the  Commission, 
being  fully  advised  in  the  premises,  finds  that  the  defend- 
ant, The  Eastern  Ohio  Telephone  Company,  is  obligated 
under  the  provisions  of  its  schedule  of  rates,  rules  and 
regulations,  duly  on  file  with  this  Commission,  to  furnish 
to  the  complainant,  F.  M.  Curry,  telephone  service  at  the 
rate  of  $8.00  per  annum. 

The  Commission  further  finds  that  defendant.  The  East- 
ern Ohio  Telephone  Company,  has  the  right,  under  its  said 
schedule,  to  connect  other  subscribers,  to  the  number  of 
five,  to  the  line  now  serving  said  F.  M.  Curry. 

The  Commission  further  finds  that  defendant.  The  East- 
ern Ohio  Telephone  Company,  is  not  entitled  to  refuse  serv- 
ice to  complainant,  said  F.  M.  Curry,  or  to  charge  a  rate 
higher  than  $8.00  per  annum,  for  lack  of  applications  from 
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other  subscribers,  or  prospective  subscribers,  for  service 
over  or  upon  said  line. 

The  Commission  further  finds  that  when  defendant.  The 
Eastern  Ohio  Telephone  Company,  reserves  the  right  to 
refuse,  or  discontinue,  or  change  the  rates  for  switching 
service  that  the  subscribers  should  be  reimbursed  for  money 
expended  in  building  lines  or  furnishing  material  to  secure 
such  service,  and  that  said  company  should  fully  set  out 
the  circumstances  under  which  the  right  to  change  the  rates 
for  such  service  will  be  exercised. 

The  Commission  further  finds  that  the  demanding  of  a 
special  contract  for  any  class  of  service  different  from,  or 
in  addition  to,  the  rules  and  regulations  regularly  carried 
in  the  schedule  is  an  unreasonable  and  illegal  requirement 
and  cannot  be  sustained. 

It  is,  therefore,  ordered,  That  defendant.  The  Eastern 
Ohio  Telephone  Company,  be,  and  it  is  hereby,  notified, 
directed  and  required  to  proceed  forthwith  to  furnish  and 
supply  telephone  service  to  said  complainant,  F.  M.  Curry, 
at  a  yearly  rate  not  to  exceed  $8.00. 

It  is  further  ordered,  That  defendant.  The  Eastern  Ohio 
Telephone  Company,  be,  and  it  is  hereby,  notified,  directed 
and  required  to  forthwith  eliminate  from  its  said  schedule 
the  stipulation  that  a  special  contract  shall  be  entered  into 
for  any  class  of  service. 

It  is  further  ordered.  That  if,  and  when  the  defendant, 
said  The  Eastern  Ohio  Telephone  Company,  reserves  the 
right  to  discontinue,  or  refuse  switching  service,  or  to 
change  or  modify  the  rate  for  such  service  to  subscribers 
who  have  incurred  expense  in  building  lines  or  purchasing 
material  in  order  to  secure  such  service,  defendant,  said 
The  Eastern  Ohio  Telephone  Company,  shall  show  and 
publish  in  its  schedule  the  terms  and  conditions  upon  which 
such  service  may  be  discontinued,  or  refused  to  such  sub- 
scriber, the  circumstances  under  which  such  rate  may  be 
changed  or  modified,  and  shall  provide  an  equitable  reim- 
bursement of  subscribers  for  expense  incurred. 
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It  is  further  ordered,  That  defendant,  said  The  Eastern 
Ohio  Telephone  Company,  be,  and  it  is  hereby,  notified  and 
directed  to  forthwith  show  in  its  schedule,  in  plain  and 
unequivocal  language,  its  rate  for  toll  and  long  distance 
service. 

Dated  at  Columbus,  Ohio,  this  twenty-eighth  day  of  April, 
1914. 


The    Carey   Farmers'   Telephone    Company   v.    Central 
Union  Telephone  Company. 

No.  17. 

Decided  May  19,  1914, 

Oompalsory  Physical  Oonnectlon  Denied  on  Ghronnd  that  One  Company  Has 
Lines  Connecting  Localities  In  Question  —  Jurisdiction  of  Commission. 

Opinion  and  Order. 

This  matter  came  on  for  hearing  on  the  petition  of  The 
Carey  Farmers'  Telephone  Company  for  an  order  requir- 
ing the  Central  Union  Telephone  Company  to  form  connec- 
tion and  interchange  service  with  said  The  Carey  Farm- 
ers' Telephone  Company,  the  answer  thereto  and  the  evi- 
dence, and  was  argued  by  counsel;  and  the  Commission, 
being  fully  advised  in  the  premises  and  it  appearing  tliat 
the  points  and  localities  for  which  connection  and  inter- 
change of  service  is  sought  in  this  proceeding  are  not  such 
points  and  localities  as  cannot  be  communicated  with,  or 
reached  by,  the  lines  of  either  of  said  companies  alone,  and 
it  appearing  further  that  this  Commission  has  no  author- 
ity *  to  require  companies  to  connect  their  lines  and  inter- 
change service  between  points  w^hich  can  be  communicated 
with,  or  reached  by,  the  lines  of  one  of  said  companies  alone, 

It  is,  therefore,  ordered.  That  this  case  be,  and  the  same 
is  hereby,  dismissed. 

Dated  at  Columbus,  Ohio,  this  nineteenth  day  of  May, 
1914. 


*  See  Commission  Leaflet  No.  9,  at  page  51. —  Ed. 
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Railroad  Commission. 

In  the  Matter  of  the  Standards  of  Maintenance  of  Un- 
derground Conduits,  Manholes,  etc.  (Informal  In- 
vestigation ON  Commission's  Own  Motion). 

No.  U-185. 

Dated  April  23,  1914, 

Bacommended  Practice  for  Construction  and  Maintenance  of  Underground 

Systems. 

1.     PRINTED  RULES ;  COMPILATION  AND  DISTRIBUTION. 

Printed  rules  shall  be  prepared  by  each  utility  and  a 
sufficient  number  of  copies  issued  that  each  employee  who 
may  at  any  time  be  called  upon,  in  any  manner,  to  do  under- 
ground work  or  supervise  same,  shall  be  provided  with  a 
copy  of  said  rules. 

A  record  shall  be  maintained  in  the  territorial  district, 
division  or  general  office  of  each  utility,  as  the  case  may 
be,  of  the  signatures  of  all  employees  so  provided  with 
copies  of  these  printed  rules,  such  employee's  signature 
being  an  acknowledgment  of  service  of  said  rules  by  the 
utility  for  whom  he  may  be  employed. 

2.  PROTECTION  AGAINST  ACCIDENT. 

At  all  times  during  the  progress  of  work  in  manholes, 
when  workmen  are  in  the  manholes,  or  during  the  period 
when  covers  are  removed  therefrom,  a  competent  workman 
shall  be  stationed  as  a  guard  or  watchman,  on  the  ground 
above,  at  or  near  the  entrance  to  said  manhole,  and  such 
workman  shall  at  all  times  be  in  a  position  to  supervise 
the  immediate  vicinity  of  said  manhole  and  shall  be  so 
located  as  to  have  the  manhole  barricade  and  the  immediate 
surroundings  within  his  clear  vision. 
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A  barricade  shall  be  maintained  around  the  opening  to 
the  manhole  and  be  of  such  type  as  to  furnish  ample  pro- 
tection against  accidents  at  all  times  during  the  progress 
of  work  therein.  There  shall  be  displayed  from  the  top 
of  such  barricade,  at  a  distance  of  not  less  than  five  (5) 
feet  from  the  ground,  a  red  flag  of  dimensions  not  less  than 
10  X 15  inches ;  and  said  flag  shall  be  in  such  a  position  as 
to  be  in  full  line  of  vision  from  all  directions.  In  addition 
thereto,  from  dusk  until  daylight  the  following  morning, 
red  lights  shall  be  maintained  in  such  positions  as  to  warn 
the  public  approaching  in  any  direction. 

The  regular  manhole  cover  shall  be  replaced  on  same 
during  all  periods  that  workmen  are  not  on  duty. 

3.     FIRE  AND  GAS. 

It  shall  be  the  first  duty  of  all  workmen  opening  and 
entering  manholes  to  first  carefully  inspect  for  gases,  and 
under  no  circumstances  shall  a  light  of  any  description 
whatsoever  be  allowed  to  enter  the  manhole  until  it  has 
been  positively  ascertained  that  gases  do  not  exist  therein. 

In  such  cases  as  it  is  found  necessary  to  use  a  blow-torch 
in  wiping  joints,  inspection  for  gas  shall  be  made  imme- 
diately prior  to  the  introduction  of  the  lighted  torch  in 
the  manhole.  During  such  period  as  the  workman  shall  be 
using  a  lighted  torch  or  fire  of  any  description  therein,  the 
guard  above  ground  shall  be  at  the  upper  entrance  to  the 
manhole. 

Smoking  in  manholes  or  at  the  opening  thereof  shall  be 
positively  prohibited  at  all  times. 

Under  no  circumstances  shall  a  fire  be  maintained  for  the 
purpose  of  furnishing  warmth  for  the  workmen  in  the  man- 
hole, or  within  a  distance  of  ten  (10)  feet  from  the  opening 
to  manhole. 

In  all  cases  where  it  is  possible,  electric  light  shall  be 
furnished.  A\niere  impossible  to  furnish  electric  lights, 
acetylene  gas  burners  shall  be  maintained;  the  tank  fur- 
nishing the  gas  shall  at  all  times  be  located  above  the 
ground  and  the  gas  burners  supplied  by  means  of  rubber 
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tubing.  Lanterns  and  candles  should  be  used  in  manholes 
only  in  cases  of  absolute  emergency,  when  making  the  initial 
inspection  in  cases  of  trouble,  and  when  it  is  impossible  or 
impracticable  to  secure  such  electric  or  gas  lights  as  above 
prescribed.  -: 

4.     HEATING  OF  WAX  OR  METAL. 

At  no  time  shall  wax,  compound,  paraflSne,  metal,  or  any 
other  substance  be  heated  within  ten  (10)  feet  of  the  man- 
hole opening.  The  furnaces  or  fire-pot  for  heating  same 
shall  also  be  maintained  at  a  distance  not  less  than  ten 
(10)  feet  from  the  opening  of  said  manhole. 

Covered  vessels  containing  heated  paraflSne,  wax  or  com- 
pound shall  never  be  lowered  into  a  manhole.  The  cover 
shall  be  removed  from  the  vessel  not  less  than  ten  (10) 
feet  from  the  manhole  opening. 

5.     PROTECTION  TO  SERVICE. 

Splices  in  a  temporary  condition  shall  be  allowed  to 
remain  in  such  maimer  only  the  least  possible  timfe,  and 
shall  be  provided  with  such  insulation  as  is  common  prac- 
tice, and  in  so  far  as  possible  provide  protection  against 
moisture  entering  same. 

In  all  cases  the  cable  or  cables  should  be  returned  to 
normal  condition  at  the  earliest  possible  moment,  and  if 
service  be  affected  the  work  should  be  continuous  to  the  end 
of  restoring  service  to  all  patrons. 

6.     CLEANING  MANHOLES. 

All  debris,  such  as  paper,  insulated  ends  of  wire,  rubber 
insulating  matter,  or  any  other  substances  of  an  inflam- 
mable nature,  shall  be  removed  at  least  once  a  day  during 
the  progress  of  the  work. 

The  manhole  shall  be  thoroughly  cleaned  of  all  debris 
ni>on  the  completion  of  each  piece  of  work.  A  regular  in- 
gpection  of  all  manholes  and  cleaning  of  same  shall  be  made 
in  the  spring  and  fall  of  each  year. 
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7.     EXTENT  of  application  OF  PRECEDING  RULES. 

Such  rules  or  practices  as  may  be  in  effect  or  employed 
by  the  utility,  not  in  opposition  to  the  above,  shall  in  no 
wise  be  affected  or  altered  by  these  rules. 

Observance  of  the  foregoing  standards  is  recommended 
by  the  Commission  to  all  utilities,  from  the  dual  consider- 
ations of  safety  and  efficiency  of  service.  It  is  not  deemed 
necessary,  at  the  present  time,  to  institute  formal  proceed- 
ings looking  toward  the  issuance  of  any  formal  order  in 
the  premises,  but  such  course  will  be  followed  in  event 
standards  of  construction  and  maintenance  are  not  volun- 
tarily made  such  as  to  secure  the  utmost  efficiency  and 
safety  in  service. 

Utilities  receiving  this  code  of  recommended  practice  are 
requested  to  notify  the  Commission  as  to  the  adoption  of 
the  practices  suggested, 

Salem,  Oregon,  April  23,  1914. 
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The  Public  Service  Commission. 

James  B.  Bonxer  v.  The  Bell  Telephone  Company  of 
Pennsylvania. 

No.  94. 

Decided  May  6,  1914, 

Beftisal  of  Service  to  Subscriber  Desiring  Direct  Connection  with  Foreign 
Central  Office  —  Approval  of  Zone  System. 

This  was  a  complaint  as  to  the  refusal  of  the  respondent  to  install  in  the 
eomprainant's  residence  ai  Melrose  a  telephone  connected  with  the  re- 
spondent's Oak  Lane  exchange,  except  upon  the  condition  that  the  com- 
plainant would  agree  to  the  installation,  in  his  residence,  of  an  additional 
telephone,  connected  with  the  respondent's  Melrose  exchange.  It  appeared 
that,  while  Oak  Lane  and  Melrose  were  constituent  parts  of  the  same 
suburban  community,  the  former  was  located  in  the  city  of  Philadelphia, 
and  the  latter  in  Montgomery  County.  It  further  appeared  that  Oak  Lane 
and  Melrose  each  constituted  a  separate  local  exchange  area,  but  the  cen- 
tral offices  of  the  two  exchanges  were  located  in  the  same  building  at  Mel- 
rose. Subscribers  connected  with  the  Oak  Lane  exchange  were  granted 
free  service  to  other  exchanges  in  Philadelphia,  while  those  connect^%ith 
the  Melrose  exchange  were  required  to  pay  a  toll  charge  of  5  cents  for  each 
message  to  Philadelphia. 

Held:  That  the  complainant  is  entitled  to  adequate  service  at  reason- 
able rates  and  if  he  is  enabled  to  secure  such  service,  he  has  no  right  to 
demand  that  his  telephone  be  directly  connected  with  any  particular  ex- 
change, notwithstanding  the  fact  that  the  central  office  of  the  exchange 
with  which  he  desires  a  direct  connection  is  located  in  the  same  building 
as  the  central  office  of  the  exchange  serving  the  area  in  which  the  com- 
plainant resides; 

That  it  has  been  proven  bv  experience  that  "  the  most  effective  way  of 
conducting  the  telephone  business  is  to  divide  the  territory  into  local  ex- 
changes or  zones,  in  which  the  interests  of  the  people  are  inter-related"; 

Tbat  if  the  boundaries  of  the  exchange  areas  or  zones  are  so  arranged 
as  to  include  or  exclude  territory  in  such  a  wav  a^  to  effect  disadvanta- 
geous! v  and  unreasonably  the  service  furnished  the  public,  the  Commission 
has  authority  to  correct  the  resulting  situation,  but  there  is  no  evidence 
that  such  a  situation  exists  in  this  case. 

Complaint  dismissed.* 
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Finding,  Determination  and  Opinion.  ^ 

Pennypacker,  Commissioner: 

The  complaint  presented  no  evidence  at  the  hearing  of 
the  above  case,  March  26,  1914.  From  the  petition  and 
answer  on  file,  and  the  testimony  given  on  behalf  of  the  re- 
spondent, the  following  facts  are  found : 

Oak  Lane  and  Melrose  constitute  a  suburban  community 
whose  residents  in  the  main  have  relations  with  Phila- 
delphia. Melrose  is  in  Montgomery  County  and  Oak  Lane 
is  in  the  city  of  Philadelphia.  Each  of  them,  under  the 
arrangements  made  by  the  respondent  corporation,  con- 
stitutes a  separate  local  telephone  exchange ;  a  switchboard 
for  each  of  these  exchanges  is  established  and  maintained 
in  the  same  building  in  Melrose.  The  general  rule  of  tele- 
phone service  is  that  each  subscriber  is  connected  with  the 
local  exchange  in  the  territoiy  in  which  he  resides,  and  for 
communication  with  persons  living  in  other  exchanges,  a 
toll  is  charged. 

For  a  number  of  years,  at  least  five,  the  respondent 
made  an  exception  to  tliis  rule  in  the  case  of  residents  of 
Melrose,  and  permitted  them  to  be  connected  directly  with 
the  Oak  Lane  exchange  upon  the  payment  of  $60.00  and 
mileage  depending  upon  the  number  of  miles  between 
their  residences  and  the  center  in  Philadelphia.  The 
resp>ondent  has  found  this  exceptional  service  to  result  in  * 
trouble  and  inconvenience,  and  to  be  an  interference  with 
the  regular  and  approved  method  of  conducting  the  busi- 
ness, and  has  recently  sought  to  limit  the  exception,  look- 
ing forward  to  its  entire  cessation. 

The  complainant,  who  lives  in  Melrose,  about  four  squares 
from  the  line  between  Montgomery  County  and  Philadel- 
phia, and  who  has  made  his  residence  there  at  a  compara- 
tively recent  date,  asked  to  have  connections  direct  with 
the  Oak  Lane  switchboard  upon  the  mileage  basis,  which  ^ 

would  enable  him  to  connect  directly  with  Philadelphia* 
where  are  the  most  of  his  correspondents.  The  respond- 
ent required  him  to  connect  with  the  Melrose  exchange 
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pajdng  $36.00,  and  to  pay  a  toll  of  5  cents  upon  each  Phila- 
delphia message.  Upon  his  insistence,  however,  the  re- 
spondent offered  to  connect  him  directly  with  the  Oak 
Lane  exchange,  provided  he  should  first  be  connected  with 
the  Melrose  exchange.  This  suggestion,  if  carried  into 
effect,  would  neoeseitate  the  placing  of  two  telephone 
instruments  in  his  house. 
The  substance  of  the  complaint  is  that 

**  the  Bell  Telephone  Company  has  refused  to  install  in  the  residence 
occupied  by  your  petitioner  at  Melrose,  a  telephone  to  be  connected  with 
the  said  exchange  building  situate  in  Melrose,  with  an  Oak  Lane  number, 
for  the  sum  or  price  of  $60.00  per  year,  for  unlimited  service  in  any  part 
of  Philadelphia,  unless  your  petitioner  agrees  to  install  an  additional  in- 
strument in  his  residence,  connected  with  a  separate  set  of  wires  to  the 
same  telephone  exchange  building,  but  to  be  given  a  Melrose  number,  at  a 
cost  of  $36.00  per  year." 

The  controversy  between  the  parties  in  the  present  case 
seems  to  have  arisen  over  immaterial  issues.  It  is  the 
duty  of  the  respondent  to  furnish  adequate  telephone 
service  at  reasonable  rates,  and  the  complainant  is  entitled 
to  demand  such  service,  and  to  be  brought  into  communica- 
tion with  his  correspondents  in  Philadelphia  and  else- 
where. Provided  he  is  enabled  to  secure  such  service,  he 
has  no  right  to  demand  that  he  be  connected  with  any  par- 
ticular switchboard.  Nor  is  it  at  all  material  that  two 
switchboards  are  maintained  in  close  proximity  in  the' 
same  house.  Obviously,  it  is  more  convenient,  as  a  gen- 
eral proposition,  that  the  local  switchboard  should  be 
somewhere  in  the  territory  of  the  local  exchange,  and  this 
is  a  convenience  which  alone  concerns  the  respondent. 

If  the  complainant,  by  connection  with  the  Melrose  ex- 
change and  the  payment  of  $36.00,  is  enabled  to  communi- 
cate with  his  Melrose  neighbors,  and  by  the  payment  of 
five-cent  tolls,  to  communicate  wuth  his  Philadelphia  and 
other  correspondents,  and  these  charges  are  reasonable, 
he  receives  all  which  he  can  properly  claim. 

That  the  most  effective  way  of  conducting  the  telephone 
business  is  to  divide  the  territory  into  local  exchanges  or 
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zones,  in  which  the  interests  of  the  people  are  inter-related, 
has  been  proven,  by  experience,  and  the  system  has  me' 
the  approval  of  competent  authority.  Ordinarily  the 
lines  dividing  these  exchanges  or  zones  are  determined  by 
the  telephone  companies,  and  are  the  outcome  of  experi- 
ence. Necessarily,  if  such  a  system  be  adopted,  there  will 
often  be  neighbors  living  near  each  other  on  opposite  sides 
of  the  line,  whose  relations  to  the  telephone  service  differ. 
If  the  lines  of  the  exchanges  or  zones  are  so  arranged  as 
to  include  or  exclude  territory  in  such  a  way  as  to  affect 
disadvantageously  and  unreasonably  the  service  to  the  pub- 
lic, such  a  determination  of  them  can  be  supervised  and  cor- 
rected by  this  Commission,  but  there  is  no  allegation  to  that 
effect  in  the  petition,  and  no  evidence  to  support  the  con- 
clusion. Nor  is  there  any  allegation  in  the  petition,  or 
any  proof  offered  that  a  charge  of  $36.00  for  connection 
with  the  Melrose  exchange,  or  of  a  five-cent  toll  for  each 
message  to  Pliiladelphia  is  exorbitant  or  unreasonable. 
These  difficulties,  if  they  exist,  can  be  considered  by  the 
Commission  should  they  be  properly  presented.  The 
complaint  ought,  therefore,  to  be  dismissed. 

Order. 

And  now,  to  wit,  May  13,  1914,  the  finding,  determina- 
tion and  opinion  of  Commissioner  PennjT>acker  is  con- 
curred in  and  made  the  finding,  determination  and  opinion 
of  the  Commission,  and 

It  is  accordingly  ordered,  That  the  complaint  in  this 
case  be,  and  the  same  hereby  is,  dismissed. 
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SOUTH  CAROLINA. 

The  Railroad  Commission. 

In  the  Matter  of  Agreement  Dated  March  31,  1914,  Be- 
tween THE  Southern  Bell  Telephone  and  Tele- 
graph Company  and  the  City  of  Orangeburg,  South 
Carolina,  with  Reference  to  Increasing  Orange- 
burg Local  Exchange  Telephone  Rates. 

Decided  May  13,  1914, 

Agreamant  between  Oompany  and  City  as  to  Bates  —  Increase  in  Bates 
upon  Installation  of  Common  Battery  System  and  New  Instru- 
ments of  Subscribers — Discount  for  Prompt  Payment. 

This  was  an  application  for  the  approval  of  an  agreeipent  entered  into 
between  the  city  of  Orangeburg  and  the  Southern  Bell  Telephone  and 
Telegraph  Company,  providing  that  upon  the  installation  by  the  com- 
pany of  a  multiple,  common  battery,  central  energy  system,  new  instru- 
ments at  each  subscriber's  station  and  the  construction  of  an  under- 
ground conduit  system  in  the  central  business  district  of  the  city,  in  place 
of  the  existing  system,  and  thereafter,  until  2,250  stations  should  have 
been  connected  with  the  local  exchange;  the  company  should  be  entitled 
to  charge  certain  rates*  fixed  by  the  agreement,  and  that,  after  2,250 
stations  should  have  been  connected,  the  rates  charged  should  not  exceed 
those  charged  by  the  company  for  the  same  class  of  service  under  similar 
conditions  in  other  localities  of  similar  size  in.  the  State  of  South  Carolina. 
It  was  further  provided  in  the  agreement  that,  until  750  stations  should 
have  been  connected  with  the  local  exchange,  a  discount  of  50  cents  per 
month  should  be  allowed  on  bills  paid  in  advance,  and  that  after  the 
connection  of  750  stations  no  discount  should  be  allowed,  but  bills  should 
continue  to  be  paid  in  advance. 


•  The  rates  specified  follow : 

Unlimited  special  line  business  station,  per  month $4.00 

Unlimited  duplex  line  business  station,  per  month 3.50 

Unlimited  special  line  residence  station,  per  month 2.50 

Unlimited  duplex  line  residence  station,  per  month 2.00 
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The    Commission   made    an    order    confirming   the    agreement   without 
prejudice  to  its  further  action  should  dissatisfaction  arise  at  any  time  in 
the  future.* 

Order. 

After  considering  the  agreement  between  the  Southern 
Bell  Telephone  and  Telegraph  Company,  dated  March  31, 
1914,  and  the  city  of  Orangeburg,  South .  Carolina,  with 
reference  to  the  installing  by  that  company  of  a  multiple, 
common  battery,  central  energy  telephone  system,  and  they 
construction  of  an  underground  conduit  system  and  the 
placing  therein  of  telephone  cables  within  the  central  busi- 
ness district  of  Orangeburg,  South  Carolina,  in  lieu  of  the 
present  system  now  being  operated  there,  and  the  pay- 
ment of  the  Orangeburg  telephone  subscribers  of  the  local 
exchange  telephone  rates  at  that  point,  upon  the  terms  and 
conditions  set  forth  in  said  agreement,  a  copy  of  which 
agreement  is  on  file  in  the  office  of  the  Commission,  and 
after  considering  the  resolution  of  the  mayor  and  council 
of  Orangeburg,  dated  March  31,  1914,  requesting  this 
Commission  to  approve  the  said  agreement  and  to  author- 
ize said  telephone  company  to  charge  the  schedule  of  ratea 
therein  mentioned,  upon  the  terms  and  conditions  therein 
set  forth,  a  copy  of  which  resolution  is  on  file  in  this  office, 
and  upon  considering  the  original  agreement  with  said 
company  by  a  large  majority  of  the  telephone  subscriber^ 
of  said  company  in  Orangeburg,  South  Carolina,  agreeing 
to  the  schedule  of  rates  and  terms  and  conditions  set  forth 
in  said  agreement,  between  said  company  and  said  city  of 
Orangeburg,  said  original  agreement  by  said  subscribers 
being  on  file  in  this  office, 

It  is  considered,  ordered  and  adjudged  hy  the  Railroad 
Commission  of  South  Carolin<i,  That  the  above  agreement 


♦Editor's  note  prepared  from  record. 
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is  confirmed,  ratified  and  approved  and  the  Southern  Bell 
Telephone  and  Telegraph  Company  is  hereby  authorized, 
from  and  after  the  expiration  of  thirty  days  after  the 
completion  of  the  improvements  provided  for  in  said 
agreement,  to  charge  the  schedule  of  rates  for  local  ex- 
change service  in  Orangeburg,  South  Carolina,  as  and 
upon  the  terms  and  conditions  therein  set  forth,  reference 
being  hereby  made  to  said  agreement  showing  said  sched- 
ule of  rates  and  terms  and  conditions  upon  which  they 
are  to  be  charged. 

This  agreement  is  confirmed  by  The  Railroad  Commis- 
sion without  prejudice. 

May  13,  1914. 
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SOUTH  DAKOTA. 

Board  of  Railroad  Commissioners. 

In  the  Mattek  of  Charges  by  Telephone  Companies  for 
Additional  Directory  Listings. 

Complaint  No.  1759. 

Dated  April  4,  1914, 

Charge   for  Additional  Directory   Listings  Disapproved. 

Held:  By  the  Counsel  for  the  Board,  that  each  member  of  a  business 
firm  having  a  telephone  in  its  office  must  be  considered  as  a  subscriber,  and 
the  telephone  company^s  directory  of  its  subscribers,  in  order  to  accom- 
plish the  purpose  for  which  it  was  originally  intended  (i.  e.,  "  to  furnish, 
in  a  concise  and  abbreviated  form,  the  names  of  the  persons  who  are  sub- 
scribers of  the  telephone  company  in  order  that  persons  desiring  to  con- 
verse with  them  over  the  telephone  may  find  their  names  and  telephone 
numbers  conveniently"),  should  contain  the  telephone  number  of  the  firm 
listed  under  not  only  the  name  of  the  firm,  but  also  under  the  names  of 
the  individual  members  of  the  firm,  and  that  there  should  be  no  charge  for 
the  necessary  additional  listings.* 

Opinion  of  Counsel  for  the  Board.! 

I  have  before  me  the  letter  of  Mr.  W.  E.  Tipton  of  the 
firm  of  ZoUman  and  Tipton,  of  Mitchell,  concerning  a 
charge,  proposed  to  be  made  to  Mr.  Tipton  for  indexing 
his  name  in  the  telephone  directory,  of  50  cents  per  month 
or  $6.00  per  annum. 

It  has  always  been  my  theory  that  a  telephone  directory 
was  published  by  the  telephone  company  for  the  conven- 
ience of  its  patrons  and  the  public  at  large,  as  well  as  for 
the  purpose  of  saving  extra  work  and  annoyance  to  the 


•  Editor's  headnote. 

t  In  its  Pamphlet  No.  1,  issued  August  1,  1912,  the  Board  states  that  the 
opinions  of  its  Counsel  will  govern  in  the  various  subjects  to  which  they 
relate  unless  reconsidered  by  the  Board  or  reversed  by  court  procedure. — 
Ed. 
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operators  in  the  local  exchange  by  requiring  persons  mak- 
ing use  of  the  telephone  to  call  the  required  number,  instead 
of  simply  calling  for  the  telephone  and  naming  the  party 
with  whom  it  was  desired  to  converse.  In  fact,  most  tele- 
phone directories  have  printed  in  the  forepart  certain  rules 
to  cover  the  use  of  the  telephone  and  di^'ectory,  and  invar- 
iably there  is  a  rule  providing  that  *  *  patrons  must  call  by 
number/' 

From  the  correspondence  before  me,  it  appears  that  Mr. 
Tipton  has  a  telephone  at  his  residence  and  that  there  is  a 
telephone  in  the  oflBce  of  the  firm  of  Zolhnan  and  Tipton,  of 
which  Mr.  W.  E.  Tipton  is  a  member,  and  that  the  firm  tele- 
phone is  indexed  in  the  telephone  directory  under  the  letter 
*'  Z  ".  Mr.  Tipton  desires  that  the  directory  shall  be  cross- 
indexed  so  as  to  have  the  firm  telephone  appear  under  the 
name  of  Tipton  as  a  member  of  the  firm  of  ZoUman  and 
Tipton,  which  would  cause  one  additional  name  to  be  in- 
serted in  the  telephone  directory. 

While  it  is  true  that  telephone  directories  may  be  used 
for  advertising  purposes,  and  experience  shows  that  they 
are  so  used,  it  is  a  fact  that  the  primary  purpose  to  be 
served  by  a  telephone  directory  is  to  furnish,  in  concise 
and  abbreviated  form,  the  names  of  the  persons  who  are 
subscribers  of  the  telephone  company  in  order  that  persons 
desiring  to  converse  wdth  them  over  the  telephone  may  find 
their  names  and  telephone  numbers  conveniently,  and,  in  so 
far  as  this  object  is  concerned,  the  directory  is  not,  in  my 
opinion,  an  advertising  medium. 

I  have  made  an  investigation  for  the  purpose  of  ascer- 
taining the  practice  adopted  by  telephone  companies  and 
Commissions  regulating  the  telephone  business  and  find 
that  this  matter  was  presented  to  the  Wisconsin  Commis- 
sion on  August  6,  1908,  in  Complaint  No.  275,  appearing 
at  Page  551  of  Volume  I  of  Commission  Telephone  Cases 
(Wisconsin  1907-1910) ;  but  no  action  was  taken  by  that 
Conmiission  other  than  to  call  upon  the  telephone  compan- 
ies for  an  explanation  and  to  submit  the  explanation  of  the 
telephone  companies  to  the  person  making  the  complaint. 
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1  find  also  that  the  Railroad  Commission  of  Louisiana 
in  the  case  of  Cmnherland  Telephone  and  Telegraph  Com- 
pany^ Ex  parte  (12  Louisiana  Railroad  Commission 
Reports  322,  Volume  II,  Commission  TelejAone  Cases, 
Pages  240-247)  by  an  order  made  on  July  28, 1910,  adopted 
a  schedule  of  tele{)hon'e  rates  for  the  city  of  Baton  Rouge 
in  which  appears  the  following  item : 

P^xtra  name  in  directon-,  same  subscriber,  j:er  issue,  (net)  no  cash  dis- 
count, 50  cents. 

I  find  also  that  the  Board  of  Public  Utilities  of  the  city 
of  Los  Angeles,  California,  in  its  report,  appearing  Pages 
993-999,  recommended  to  the  city  council  of  that  city  the 
adoption  of  a  schedule  of  rates  in  which  appears,  among 
others,  on  Page  998  of  Volume  II  of  Commission  Telephone 
Cases,  the  followang: 

For  extra  names  in  directory,  50  rents  per  month. 

It  also  appears  that  in  Massachusetts  the  New  England 
Telephone  and  Telegraph  Company  maintains  a  number  of 
miscellaneous  rates  and  makes  a  rate  for  additional  listing 
in  the  directory. 

In  none  of  the  above  instances  does  there  appear  «any 
particular  reason  why  this  charge  should  be  made  and,  in 
fact,  no  reason  whatever  is  given.  Inasmuch  as  the  firm  of 
Zollman  and  Tipton  has  a  telephone  instrument  in  its  office, 
(  ach  member  of  the  firm  must  be  considered  as  a  subscriber 
of  the  telephone  company,  and,  in  my  opinion,  the  telephone 
directory,  in  order  to  properly  accomplish  the  purpose  for 
which  it  was  originally  intended,  should  contain  the  name, 
r.ot  only  of  Zollman  and  Tipton  and  the  telephone  number 
of  the  firm,  but  should  also  under  the  letter  ''  Z  "  indicate 
the  name  of  Mr.  Zollman  and  give  his  residence  and  office 
numbers,  and  under  the  letter  *'  T  "  should  also  give  the 
imme  of  Mr.  Tipton  and  his  residence  and  office  telephone 
numbers;  this  as  a  matter  of  convenience  to  the  subscribers 
and  the  public  generally.  I  do  not  know  of  any  good  reason 
or,  in  fad,  any  reason  at  all,  why  a  telephone  company 
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»  should  insist  upon  making  an  extra  charge  for  printing  a 

directory  in  this  way,  and  I  am  candid  to  say  that  I  am  of 
the  opinion  that  a  telephone  directory  is  not  complete  until 
it  is  indexed  as  I  have  indicated  above. 


In  the  Matter  of  the  Investigation  of  the  Rates,  Charges 
AND  Practices  of  the  Montrose  Telephone  Company, 
Canistota  Telephone  Company,  Salem  Telephone 
Company,  Hartford  Telephone  Company,  Hartman 
Telephone  Company,  Humboldt-Hartman-Welling- 
TON  Telephone  Company  and  the  Farmers'  Rural 
Telephone  Companies,  Nos.  1  and  2. 

Complaint  No.  1663. 

Decided  April  27,  1914. 
Irregular  Practices  of  Telephone  Companies. 
Ui>on  investigation  cm  the  Cdiiimission's  own  initiative  into  the  prac- 
tices of  the  telephone  companies  doinjr  business  in  the  vicinity  of  Mont- 
rose. 

Discrimination  between  Stockholders  and  Non-stockholders. 

Held:  That  the  practice  of  favoring  stockholders  by  charging  them 
lower  rates  than  non-stockhoMers  is  unjust,  discrinunatory  and  contrary 
to  the  statute  regulating  telephone  companies. 

Switching   Fees. 

Held:  That  telephone  companies  must  comply  with  Section  8  of  the 
statute,  which  provides  that  the  maximum  charge  for  switching  rural  lines 
shall  be  twenty-five  cents  per  month  per  telephone,  and  must  discontinue 
the  practice  of  charging  5  cents  per  message  for  such  service  and  the 
practice  of  charging  a  flat  rate  for  service  to  rural  companies  regard- 
less of  the  number  of  telephones  connected ; 

That  where  there  is  a  connection  of  one  rural  party  line  with  two  ex- 
changes, the  cliarge  for  switching  should  not  be  twice  as  great  as  for 
switcliiiig  service  at  one  exchange,  but  should  rather  be  constructed  on  a 
graduated  scale. 

FUing  of  Contracts,  Etc. 

Held:  That  all  switching  arrangements,  contracts  or  agreements  with 
other  telephone  companies  must  be  in  writing,  and  certified  copies  must  be 
filed  in  the  office  of  the  Board  of  Railroad  Commissioners. 
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Unit  of  Telephonic  Service  —  Exchange  Business  and  Toll  Business. 

Held:  That  inter-communication  between  subscribers  within  the  unit  of 
telephonic  service  constituted  by  the  local  exchange  and  the  rural  lines 
connected  therewith  on  a  switching  basis,  is  properly  considered  as  ex- 
change business,  and  the  rental  or  switching  fee  charged  should  include 
free  senice  throughout  the  unit; 

That  communication  between  two  units  or  exchanges  is  properly  con- 
sidered as  toll  service  and  should  be  handled  over  lines  with  which  no 
other  instruments  are  connected. 

Conditions  Precedent  to  Service. 

Held :  That  the  ownership  of  stock  may  not  be  made  a  condition  prece- 
dent to  the  right  to  receive  teleplwnic  service,  but  that  a  telephone  com- 
pany may  require  payment  of  its  rates  in  advance,  compliance  with  reas- 
onable rules,  proper  treatment  of  its  equipment,  and  the  use  of  proper 
language  over  its  lines,  and  may  discontinue  service  for  breaches  of  these 
obligations. 

Overloading  of  Lines. 

Held:  That  the  connection  of  two  already  heavily  loaded  lines,  either 
directly  or  by  a  switch,  or  the  relaying  of  messages  through  a  subscriber 
at  the  end  of  one  line  having  a  telephone  instrument  installed  by  another 
line  in  the  same  residence  or  place  of  business,  tends  to  cause  inefficient 
service,  and  that  this  practice  should  be  discontinued. 

Extent  of  Service  in  Field  Occupied  by  Compajiy. 

Held:  That  every  telei)hone  company  must  furnish  telephone  service 
to  all  applicants  within  a  field  or  particular  community  tentatively  covered 
or  intended  to  be  supplied  by  the  company  in  question. 

Extension   Sets   and  Bells. 

Held:  That  the  telephone  company  has  the  right  to  furnish  extension 
ringing  and  talking  sets  for  the  accommodation  of  its  patrons  and  is  en- 
titled to  make  a  reasonable  monthly  rental  charge  for  this  additional 
service.* 

Report. 
Murphy,  Comrnissioner: 

The  investigation  in  this  proceeding  was  made  by  this 
Board  on  its  own  initiative,  following  the  receipt  of  a  num- 
ber of  informal  complaints  to  the  effect  that  the  telephone 
companies  doing  business  in  the  vicinity  of  Montrose,  as 
well  as  the  connecting  telephone  lines,  were  discriminating 
against  persons  who  were  not  stockholders  by  charging 


Editor^s  headnote.  ^  j  . 
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them  a  rental  rate,  and  furnishing  service  to  stockholders 
either  free  or  on  the  assessment  basis,  and  that  improper 
charges  existed  with  reference  to  the  switching  charges 
exacted  from  rural  telephone  lines,  all  of  which  indicated 
that  there  was  much  confusion  and  uncertainty  and  irregu- 
larity in  the  telephone  operating  conditions  in  that  locality. 

From  the  evidence  it  appears  that  the  Montrose  Tele- 
phone Company,  the  Canistota  Telephone  Company,  the 
Salem  Telephone  Company,  the  Hartford  Telephone  Com- 
pany, and  the  Humboldt-Hartman-Wellington  Telephone 
Company  each  own  and  operate  an  exchange  at  the  cities 
or  towns  indicated  by  the  names  of  the  representative  com- 
panies, except  that  the  last  named  company  has  its  ex- 
change located  at  Humboldt  only,  and  all  of  them  perform, 
at  the  local  exchanges,  a  switching  service  for  rural  farm 
lines. 

The  Hartman  Telephone  Company  owns  and  operates  a 
number  of  rural  farm  lines  covering  a  considerable  terri- 
tory east  and  north  of  Montrose,  and  has  a  farm  switch  at 
Hartman.  The  farmers'  rural  telephone  companies  Nos, 
1  and  2  own  and  operate  rural  lines  between  Canistota  and 
Salem,  having  direct  connection  with  both  exchanges. 

It  appears,  from  the  record  and  reports  filed  by  these 
different  telephone  companies  in  the  oflSce  of  this  Board, 
that  the  practice  has  obtained  in  the  past  of  constructing 
their  lines,  and  allowing  connections  to  be  made,  in  such  a 
way  as  to  indefinitely  extend  the  rural  party  line  service. 
In  other  words,  where  two  already  heavily  loaded  lines 
could  be  connected  either  direct  or  by  a  switch,  it  has  been 
the  practice  to  do  this.  In  other  instances,  telephone  serv- 
ice was  extended  by  the  subscriber  at  the  end  of  one  line 
having  a  telephone  instrument  installed  by  another  line 
in  the  same  residence  or  place  of  business  and  in  this  man- 
ner relay  messages  from  the  subscribers  on  one  to  those  on 
another  line  and  its  connections.  Such  practices  result  in 
poor  service  and  render  eflScient  service  an  impossibility. 

It  might  be  well  at  this  time  to  direct  the  attention  of 
these  companies  to  the  fact  that  many  of  them  have  switch- 
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ing  arrangements,  contracts  or  agreements  with  other  tele- 
phone companies  and  none  of  those  are  on  file  in  the  office 
of  this  Board  as  required  by  law. 

For  instance,  the  IIumboldt-Hartman- Wellington  Tele- 
phone Company  has  a  switching  arrangement  at  a  place 
designated  as  **  Jones's  Farm"  through  which  messages 
are  transmitted  to  and  from  subscribers  of  the  Steninger 
Telephone  Company  of  Parker.  The  Hartman  Telephone 
Company  has  some  arrangement  for  telephone  connections 
with  the  exchanges  at  Colton,  Humboldt,  Clarno,  Montro&e, 
Baltic,  DeH  Rapids,  Madison  and  other  stations,  and  none 
of  these  contracts,  arrangements  or  agreements  are  on  file 
in  the  office  of  this  Board. 

Sections  4  and  6  of  the  telephone  law  require  every  tele- 
phone company  doing  business  in  this  State,  before  it  com- 
mences to  charge,  collect,  or  receive  any  rate  for  the  trans- 
mission of  any  message,  or  for  any  service  in  connection 
therewith,  or  for  the  rent  of  any  line  or  instrument  or 
facility  of  any  kind,  to  file  true  and  correct  schedules  or 
tariffs  showing  every  rate  or  charge  exacted  by  it  and  also 
to  file  a  certified  copy  of  every  franchise  and  license,  and 
of  every  contract  or  agreement  entered  into  with  any 
municipality  or  any  telephone  company  in  any  manner 
affecting  the  transaction  of  its  business.  These  sections 
must  necessarily  be  construed  to  mean  that  all  tariifs  and 
agreements  and  arrangements  of  every  nature  must  be  in 
writing,  and  a  certified  copy  filed  in  the  office  of  the  Board 
of  Railroad  Commissioners. 

The  practice  of  the  indiscriminate  construction  of  tele- 
phone lines  w^hich  results  in  excessive  loading  or  in  over- 
loading of  the  lines  can  but  result  in  inefficient  telephone 
service.  It  is  an  impossibility  to  furnish  adequate  or  even 
any  telephone  service  which  will  be  satisfactory,  with-  a 
telephone  line  that  is  overloaded. 

It  should  constantly  be  the  aim  of  the  owner  of  a  tele- 
phone line  to  so  construct  it  as  to  furnish  to  the  persons 
located  in  the  field  attempted  to  be  covered  by  his  line,  the 
most  efficient  telephone  service  of  which  the  line  is  capable, 
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and  persons  renting  telephone  instruments  or  becoming 
subscribers  to  a  telephone  company  should  insist  at  all 
tunes,  upon  thoroughly  efficient  service.  With  this  co- 
operation on  the  part  of  the  person  furnishing  the  service 
and  the  consumer,  there  will  soon  follow  the  elimination 
of  heavily  overloaded  telephone  lines,  and  consequently 
better  telephone  service  will  prevail.  Since  the  hearing  an 
application  has  been  received  from  the  manager  of  the 
Hartman  Telephone  Company  for  permission  to  disconnect 
the  lines  of  this  company  from  the  exchange  at  Montrose, 
and  to  substitute  for  the  service  now  in  effect,  a  message 
or  toll  service  over  a  blank  or  toll  line  at  a  message  rate. 
This  application  was  denied  pending  a  final  determination 
of  the  matters  involved  in  this  proceeding.  The  reason 
for  this  application  on  behalf  of  the  Hartman  Telephone 
Company  is  obvious.  The  suggested  change  would  place 
an  unnecessary  burden  upon  the  subscribers  of  both  com- 
panies, in  that  all  connections  between  these  exchanges 
would  be  on  a  message  basis,  whereas  the  Hartman  Tele- 
phone Company  is  now  connected  with  the  Montrose  Tele- 
phone Company  on  a  switching  basis. 

Under  the  provisions  of  Section  8  of  the  telephone  law, 
this  company  is  now  receiving  from  its  subscribers  the  com- 
pensation for  this  switching  service  at  the  Montrose  ex- 
change in  the  rental  rates  which  it  charges  to  its  sub- 
scribers for  the  rental  of  telephone  instruments. 

In  this  connection  it  might  be  well  also  to  direct  the  atten- 
tion of  these  companies  to  the  fact  that  it  appears  from 
the  record  that  in  some  instances  where  a  rural  line  is 
connected  with  a  local  exchange  on  a  switching  basis,  agree- 
able to  the  provisions  of  Section  8  of  the  telephone  law,  a 
charge  has  been  made  to  the  subscribers  of  the  local  ex- 
change for  the  transmission  of  a  message  to  a  subscriber 
of  the  rural  lines  connected  with  that  local  exchange  on  a 
switching  basis,  and  that  the  owners  of  these  rural  lines 
desire  this  arrangement  continued.  In  other  words,  for 
the  mere  payment  of  25  cents  per  month  for  each  instru- 
ment, their  subscribers  are  afforded  the  use  of  the  entire 
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exchange  and  are  given  service  not  only  with  all  subscribers 
of  such  exchange,  but  also  with  all  subscribers  of  other 
rural  party  lines  which  are  connected  with  the  exchange  on 
a  switching  basis. 

The  owners  of  the  local  exchange  proceed  upon  the  theory 
that  there  should  be  an  intercommunication  between  all  of 
the  persons  connected  with  the  local  exchange,  whether  as 
subscribers  to  it  or  as  subscribers  to  a  rural  line  connected 
on  a  switching  basis. 

In  a  general  order*  made  by  this  Board  on  the  twenty- 
first  day  of  August,  1913,  after  a  careful  and  exhaustive 
investigation  of  the  telephone  practices  in  this  State,  the 
following  rule  was  laid  down : 

"As  heretofore  stated  in  the  course  of  this  decision,  this  Commission  is 
of  the  opinion  that  each  telephone  exchange  and  all  lines  operated  by  it  in 
connection  therewith,  as  well  as  all  lines  connected  with  it  on  a  switching 
basis,  constitute  a  unit  for  telephone  service.  All  telephone  subscribers 
connected  with  this  local  exchange  are,  under  the  arrangements  pro\4ded 
for  by  our  statute,  permitted  to  freely  interchange  communication  through 
the  medium  of  a  local  exchange.  In  other  words,  all  subscribers  are  per- 
mitted to  converse  with  all  other  subscribers  to  a  local  exchange  upon  the 
payment  of  their  telephone  rent,  and,  in  case  of  the  connecting  companies, 
of  the  switching  fees  provided  by  law.  Rural  telephone  companies  not 
operated  by  the  local  exchange,  are,  under  oui:  statute,  upon  being  con- 
nected with  the  local  exchange,  and  payment  of  the  switching  fee,  made 
a  part  of  such  exchange,  so  that  the  patrons  of  such  connecting  rural  lines 
are  permitted  to  talk  without  any  additional  charge  to  all  other  patrons 
connected  with  the  local  exchange,  and  all  other  patrons  who  are  sub- 
scribers of  or  connected  with  the  local  exchange  are  permitted  to  talk  to 
the  subscribers  of  such  connecting  rural  line  without  the  exaction  of  any 
additional  charge.  In  other  words,  a  local  exchange  and  all  of  its  connect- 
ing lines,  whether  owned  and  operated  by  it,  or  connected  with  it  on  a 
switching  basis,  constitute  a  telephone  unit  and  are  permitted  to  talk  with 
each  other  without  any  extra  charge." 

This  rule  results  in  the  most  satisfactory  telephone  serv- 
ice, and  constitutes  proper  telephone  practices  and  the  com- 
panies involved  in  this  proceeding,  as  well  as  all  other  tele- 
phone companies  doing  business  in  this  State,  must  conform 
thereto. 


•  Printed  in  Commission  Leaflet  No.  22,  at  page  974. —  Ed. 
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Under  our  telephone  statute  (Section  8)  the  maximum 
charge  for  switching  may  not  exceed  25  cents  per  month 
for  each  instrument  on  any  rural  party  line.     In  other 
words,  where  a  rural  party  line  is  connected  with  a  local 
exchange,  the  maximum  charge  for  switching  may  not  ex- 
ceed 25  cents  per  month.     Where,  however,  there  is  a  con- 
nection of  one  rural  party  line  with  two  exchanges,  the 
charge  for  switching  should  not  be  twice  as  great  as  for 
switching  service  at  one  exchange,  but  should  rather  be 
constructed  on  a  graduated  scale.     For  instance,  if  a  rural 
party  line  has  connections  with  two  exchanges  and  receives 
a  switching  service  at  these  exchanges,  a  proper  charge 
might  be  on  the  basis  of  the  payment  of  37i/>  cents  per 
'phone  by  such  rural  party  telephone  line,  this  amount  to 
be  proportioned  to  the  exchanges  with  which  the  connec- 
tion and  switching  service  is  had  on  the  basis  of  18%  cents 
each.     For  instance,  it  appears  from  the  record  that  the 
rural  telephone  companies  numbered  1  and  2  have  tele- 
phone lines  operating  between  Salem  and  Canistota  and 
these  are  connected  and  the  subscribers  receive  switching 
service  at  both  exchanges.     The  37V2  cent  scale  might  be 
applied  to  this  situation.     It  also  appears  from  the  record 
that  between  the  exchanges  at  Montrose  and  Canistota, 
there  is  what  is  known  as  a  joint  line,  and  on  this  joint 
line  which  was  constructed  for  a  certain  distance  by  the 
respective  companies,  each  company  has  subscribers.     It 
goes  without  saying  that  the  subscribers  of  the  companies 
on  this  joint  line  between  the  point  of  connection  and  the 
local  exchange  are  afforded  telephone  service  free,  but  in 
conversing  with  subscribers  of  the  other  company  or  with 
the  exchange  of  the  opposite  company  over  this  joint  line, 
a  charge  is  supposed  to  have  been  made.     As  a  matter  of 
fact,  this  line  was  never  policed  by  either  company  and  the 
result  was,  a  considerable  amount  of  free  telephone  service 
by  the  subscribers  on  this  joint  line  at  the  two  exchanges 
and  a  consequent  discrimination  in  favor  of  those  sub- 
scribers as  against  other  subscribers  on  other  rural  lines. 
A  proper  rate  to  be  paid  by  each  of  these  companies  to 
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the  other  for  the  switching  service  afforded  to  the  sub- 
scribers on  this  joint  rural  line  would  be  on  the  basis  of 
12V1>  cents  per  month  for  each  telephone  instrument  and 
it  would  be  a  proper  practice  for  each  company  so  incurring 
this  expense  to  add  it  to  the  rental  charge  of  the  subscribers 
on  this  joint  line,  and  this  would  increase  the  rental  rate  to 
such  subscribers  by  I2V2  cents  per  month  or  $1.50  per 
annum. 

It  appears  from  the  record  that  the  Hartman  Telephone 
Company  is  connected  with  the  exchange  of  the  Montrose 
Telephone  Company  by  a  direct  line  extending  from  Hart- 
man  into  the  Montrose  exchange,  and  that  this  wire  is  used 
as  a  rural  party  line,  having  direct  connection  with  the 
stations  of  numerous  subscribers  between  Hartman  and  the 
Montrose  exchange. 

As  to  each  telephone  instrument  or  each  subscriber 
located  on  this  line  between  Hartman  and  the  Montrose 
exchange,  the  Hartman  Telephone  Company  should  pay 
unto  the  Montrose  Telephone  Company  a  switching  fee 
not  to  exceed  25  cents  per  month.  In  addition  to  this 
direct  line  the  Hartman  Telephone  Company  owns  other 
rural  lines  radiating  from  its  switch  at  Hartman,  wdiich 
do  not  have  direct  connection  with  any  exchange,  and  only 
have  connection  w^ith  the  Montrose  exchange  through  the 
Hartman  switch,  and  as  to  each  telephone  instrument  on 
these  lines,  there  should  be  paid  by  the  Hartman  Telephone 
Company  to  the  Montrose  Telephone  Company  a  switching 
fee  of  not  to  exceed  12yo  cents  per  month  per  telephone. 

From  the  record  it  likewise  appears  that  other  telephone 
companies,  and  jjarticularly  the  Colton  Telephone  Com- 
pany, have,  in  the  past,  been  afforded  the  facilities  of  the 
Montrose  exchange  through  the  switch  at  Hartman  with- 
out any  compensation  either  to  the  Hartman  Telephone 
Company  or  the  Montrose  Telephone  Company.  In  other 
words,  the  switch  at  Hartman  afforded  a  gateway  through 
wdiicli  connecting  telephone  lines  beyond  Hartman  might 
receive  the  benefits  of  the  connection  with  the  Montrose  ex- 
change without  in  any  manner  contributing  to  its  revenues. 
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If  the  majority  of  the  subscribers  of  any  line  which  is 
owned  and  operated  by  the  Hartman  Telephone  Company 
desire  switching  service  at,  and  said  line  has  direct  con- 
nections with  more  than  one  exchange,  a  proper  basis  to  be 
adopted  is  establishing  the  rate  for  such  switching  service 
at  these  two  exchanges,  would  be  on  a  graduated  scale  on 
the  basis  of  37Vi>  cents  for  the  entire  service,  or  18'^4 
cents  to  each  exchange. 

Experience  in  telephone  practice  establishes  the  fact  that 
if  a  rural  subscriber  having  direct  connection  with  but  one 
exchange,  the  calls  from  his  station  to  that  exchange  will 
be  many*  times  more  frequent  than  is  the  case  wliere  there 
is  direct  connection  with  two  exchanges,  and  in  telephone 
practice  it  is  found  expedient  and  proper  to  graduate  the 
rate  where  the  subscriber  has  connection  with  more  than 
one  exchange,  and  it  is  not  thought  by  those  who  are  experi- 
enced in  the  telephone  business,  that  the  charge  for  switch- 
ing service  at  two  exchanges  should  be  twice  as  great  as  at 
one  exchange,  but  that  for  each  additional  exchange  with 
which  a  subscriber  has  switching  service,  theie  should  be 
an  added  charge  on  a  fair  graduated  scale. 

If  any  telephone  line  operating  through  the  Hartman 
switch  desires  switching  connection  with  two  exchanges,  the 
switching  charge  in  that  case  would  be  on  a  graduated  basis 
of,  say,  12^^>  cents  to  each  exchange,  and  V1V'>  cents  to  the 
Hartman  switch. 

In  this  connection  it  may  be  well  to  point  out  for  the 
benefit  not  only  of  the  local  exchanges,  but  all  rural  tele- 
phone companies  as  well,  that  any  company  which  owns 
and  operates  a  rural  party  line  should,  for  its  regular 
monthly  or  annual  rental  charge,  for  the  use  of  its  tele- 
phone instruments  and  service  in  connection  therewith, 
afford  to  each  of  its  subscribers  switching  service  at  one 
exchange,  and  from  what  has  been  said  here,  it  necessarily 
follows  that  when  switching  service  is  afforded  at  two  or 
more  exchanges  the  rental  rate  should  be  increased  to  those 
subscribers  receiving  this  additional  service  so  as  to  include 
this  additional  outlay  incurred  by  the  rural  telephone  line. 
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The  telephone  companies  represented  at  the  hearing  in 
this  proceeding,  in  common  with  other  telephone  companies 
doing  business  in  this  State,  have  overlooked,  if  not  actu- 
ally ignored,  the  frequent  decisions  made  by  this  Board, 
and  referred  to  particularly  in  paragraph  numbered  One, 
of  the  opinion*  issued  August  21,  1913.  This  opinion  was 
rendered  after  a  careful  and  exhaustive  investigation  into 
telephone  practices  in  this  State,  and  in  discussing  this 
practice  in  the  opinion,  this  Commission  said : 

"  Notwithstanding  the  fact  that  this  Commission  has  repeatedly  held 
that  telephone  companies  must  make  the  ^ame  rates  to  all  subscribers  for 
the  same  class  of  service,  and  that  they  are  forbidden  by  Istvr  to  make 
different  rates  for  stockholders  than  for  persons  who  are  not  stockholders, 
it  conclusively  appeared  at  this  hearing  that  many  of  the  telephone  com- 
panies doing  business  in  this  State  have  been  and  still  are  indulging  in 
this  violation  of  the  law.  On  Pages  6,  33,  50,  and  65  of  the  book  of 
opinions  from  the  office  of  the  Attorney-General  of  this  State,  issued  by 
this  Commission  on  August  1,  1912,  as  well  as  on  Pages  824,  825,  and  830 
of  the  annual  report  of  the  Attorney-General  for  the  years  1911  and  1912, 
appear  tlie  opinions  upon  this  subject,  which  have  been  quite  generally 
furnished  to  the  telephone  companies. 

"  Every  telephone  company  doing  business  in  this  State  must  know  by 
this  time  that  the  practice  of  favoring  their  stockholders  by  lower  rates 
than  are  charged  to  those  who  are  not  stockholders  is  unlawful  and  unjust 
discrimination  under  the  act,  clearly  violative  of  the  provisions  of  Sec- 
lion  10  and  Chapter  289  of  the  Laws  of  1909,  as  amended  by  Chapter  218 
of  the  Laws  of  1911,  and  that  any  pei"son  or  telephone  company,  and  any 
officer  or  agent  of  any  telephone  company  violating  the  provisions  of  that 
section,  is  subject,  upon  conviction,  to  a  fine  not  to  exceed  $200." 

Since  the  promulgation  of  the  foregoing  opinion,  a  copy 
of  which  was  sent  to  every  telephone  company  in  this  State, 
many  additional  opinions  have  been  rendered  by  the  legal 
department  of  this  State  and  they  are  found  in  pamphlet 
Number  2,  issued  February  1,  1914,  at  Pages  37,  42,  47,  52, 
56,  57,  84,  85,  and  96. 

This  practice  of  charging  different  rates  to  stockholders 
than  are  charged  to  persons  who  are  not  stockholders  ap- 
pears to  be  still  indulged  in  to  such  an  extent  that  it  is  a 


*  Pnnted  in  Commission  Leaflet  No.  22,  at  page  974. —  Ed. 
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serious  question  if  it  would  not  be  a  wise  policy  on  the  part 
of  the  Commission  to  institute  a  criminal  prosecution  in 
order  to  fully  acquaint  all  telephone  companies  doing  busi- 
ness in  this  State  as  to  the  rule  of  law  and  the  penalty  for 
its  violation.  Opinion  after  opinion  has  been  delivered, 
and  every  telephone  company  doing  business  in  this  State 
has  received  copies  of  these  opinions,  and  inasmuch  as  this 
practice  still  appears  to  exist  at  this  time,  when  this  statute 
has  been  on  the  books  of  this  State  ever  since  the  legislative 
session  of  1907,  it  does  certainly  appear  to  serve  no  useful 
purpose  to  further  continue  the  policy  of  repeatedly  re- 
questing telephone  companies  to  desist  from  this  practice. 
One  good,  vigorous,  prosecution  with  a  suitable  penalty 
attached  as  the  outcome,  would  do  more  to  enforce  the  pro- 
visions of  this  law  than  all  of  the  opinions  yet  rendered 
by  this  Board  up  to  this  time  appears  to  have  accomplished, 

A  question  was  presented  at  the  hearing  as  to  the  extent 
to  which  a  telephone  company  operating  in  a  given  com- 
munity should  be  required  to  cover  the  field  tentatively 
occupied  by  it.  In  other  words,  to  what  extent  may  a  tele- 
phone company  be  compelled  to  furnish  telephone  service 
in  the  community  or  field  supposedly  occupied  by  it.  This 
matter  is  not  squarely  presented  on  the  record,  but  inas- 
much as  it  is  the  duty  of  this  Board  to  promulgate  rules 
and  regulations  governing  the  practice  of  telephony  in  this 
State,  and  because  of  the  fact  that  numerous  inquiries  have 
been  made,  not  only  in  this  but  in  other  cases,  involving 
this  same  question,  it  appears  to  this  Board  that  this  is  a 
fitting  and  proper  occasion  to  lay  down  the  riile  that  while 
it  is  true  that  each  case  must  be  decided  upon  the  particular 
facts  and  circumstances  attendant  upon  it,  yet  this  Com- 
mission will  expect  every  telephone  company  doing  busi- 
ness in  this  State  to  furnish  telephone  service  to  all  appli- 
cants within  the  field  or  particular  community  tentatively 
covered  or  intended  to  be  supplied  by  the  company  in 
question. 

At  this  time  there  was  also  submitted  a  question  as  to 
the  right  of  a  telephone  company  to  demand  that  an  intend- 
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ing  subscriber  shall,  as  a  condition  precedent  to  the  receiv- 
ing of  telephone  service,  become  a  stockholder  in  the  com- 
pany, and  this  Commission,  as  announced  in  its  former 
decisions  in  the  general  investigation,  is  unqualifiedly  of 
the  opinion  that  neither  the  laws  of  this  State  nor  proper 
telephone  practice  justifies  any  telephone  company  in 
attempting  to  impose  as  a  condition  precedent  to  receiving 
telephone  service,  the  condition  that  the  intending  sub- 
scriber must  first  become  a  stockholder,  and  it  is  only  neces- 
sary to  add  here  what  was  said  in  the  general  opinion  upon 
this  subject.  In  that  opinion  this  question  w^as  covered  in 
the  following  language : 

**  One  of  the  matters  which  was  iir^ed  upon  the  attention  of  this  Com- 
mission in  the  coui'se  of  the  hearings  at  Mitchell  and  Rapid  City  was  wliat 
appeared  to  be  an  effort  upon  the  part  of  some  companies  to  compel  all 
persons  who  desire  to  become  subscribers  to  also  become  stockholders  in  the 
company,  on  the  apparent  theory  that  telephone  service  would  be  refused 
unless  the  intending-  patron  became  a  stockholder  in  the  company.  Neither 
under  our  statute  nor  at  common  law  may  a  telephone  company  impose 
as  one  of  the  conditions  of  furnishing  telephone  service,  that  the  intending 
subscriber  shall  purchase  stock  in  the  company.  A  telephone  company 
may  reipiire  the  payment  of  its  telephone  rents  in  advance,  and  that  a  sub- 
scriber shall  comply  with  its  reasonable  rules,  take  the  proper  care  of  its 
telephone  equipment  placed  in  its  custody,  and  convei*se  over  its  lines  in 
proper  and  decorous  language,  and  for  breaches  of  these  obligations  may 
refuse  telephone  sei*\uce.  It  may  not,  however,  as  a  condition  to  furnishing 
telephone  ser^^ce,  insist  that  an  intending  patron  shall  purchase  stock  in 
the  company.  The  mere  statement  of  the  proposition  advanced  by  the 
telephone  company  to  impose  as  a  condition  of  furnishing  telephone  sen-- 
ice  that  the  proposed  subscriber  must  become  a  stockholder  in  the  com- 
pany contains  its  own  reputation.  If  one  telephone  company  may  do  this 
then  all  telephone  companies  may  impose  a  like  condition,  and  the  result 
would  soon  be  under  such  a  rule,  that  every  telephone  company  would 
re(juire  every  patron  to  become  a  stockholder  in  the  company.  Such  a 
practice  cannot  be  permitted  and  must  be  immediately  discontinued.*' 

From  the  record  in  this  case  it  appears  that  the  Sunrise 
Telephone  Company  owns  and  operates  a  rural  party  line 
between  Hartford  and  Crooks  and  is  connected  with  the 
exchange  of  the  Hartford  Telephone  Company  at  that 
place,  and  with  the  exchange  of  the  Crooks  Telephone  Com- 


Digitized  by  LjOOQIC 


In  re  Montrose  Telephone  Co.  et  al,  113 

.  L.  31] 

pany  at  Crooks,  and  that  there  is  an  interchange  of  mes- 
sages between  the  patrons  of  the  Crooks  and  Hartford 
exchange  without  any  compensation  over  this  rural  line, 
and  also  that  although  there  is  a  long  distance  telephone 
toll  line  connecting  these  two  exchanges,  yet  in  fact,  the 
operators  of  the  exchanges  at  Hartford  and  Crooks  indulge 
in  the  practice  of  routing  toll  messages  bet  ween,  these  two 
exchanges  over  the  rural  party  line. 

In  former  opinions  rendered  by  this  Board,  it  has  been 
held  that  the  t\vo  classes  of  telephone  business  should  be 
kept  separate  and  apart,  and  that  toll  lines  should  be  used 
for  toll  line  service  only,  and  that  rural  party  lines  should 
be  used  for  rural  party  line  service  only,  and  that  a  rural 
party  line  should  never  be  used  for  the  purpose  of  trans- 
mitting long  distance  toll  messages.  This  must  not  be 
construed  as  prohibiting  the  origination  or  termination  of 
toll  messages  on  rural  lines. 

While  the  distance  between  Hartford  and  Crooks  is  not 
what  might  be  termed  a  long  distance,  yet  the  toll  messages 
between  these  two  exchanges  should  be  routed  over  the  toll 
lines,  for  the  same  rule  must  be  apjjlied  in  this  as  in  other 
instances.  The  toll  business  should  be  transacted  over  the 
toll  lines,  and  the  rural  party  lines  and  local  exchanges 
should  be  devoted  to  that  branch  of  the  telephone  service 
for  which  they  were  originally  created.  Rural  party  lines 
were  never  designed  for  the  transmission  of  toll  messages. 
There  should  be  some  degree  of  privacy  for  the  transmis- 
sion of  long  distance  or  toll  messages,  and  privacy  cannot 
be  maintained  where  the  service  is  furnished  on  a  party 
line  which  will  enable  all  persons  renting  'phones  which  are 
connected  with  that  particular  line,  to  listen  to  the  toll 
message.  Aside  from  this  there  are  other  reasons  inherent 
in  the  construction  of  a  rural  party  telephone  line  which 
unfit  it  for  the  transmission  of  long  distance  toll  messages. 

It  was  also  brought  out  at  the  hearing  that  one  of  the 
rural  telephone  lines  connected  with  the  exchange  of  the 
Hartford  Telephone  Company  on  a  switching  basis,  pays 
an  annual  lump  sum  of  $500  for  its  switching  service.     In 
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former  opinions  handed  down  by  this  Board,  because  of  the 
provisions  of  our  statute,  and  particularly  of  that  provision 
limiting  the  maximum  switching  fee  to  not  to  exceed  25 
cents  per  month  for  each  telephone  instrument,  the  practice 
of  making  provision  in  a  lump  sum  for  switching,  or  at  a 
message  rate  of  5  cents  per  message  has  been  discouraged, 
and  the  telephone  companies  have  been  required  to  estab- 
lish their  rates  on  some  plan  recognizing  the  telephone 
instrument  as  the  unit  of  service,  in  other  words,  to  make 
a  rate  at  so  much  per  telephone  instrument. 

In  one  investigation  conducted  by  this  Board  it  appeared 
that  the  5  cent  charge  per  switch  was  adopted,  and  in  num- 
berless instances  at  the  rate  of  5  cents  per  switch,  the  total 
charge  was  found  to  amount  to  more  than  25  cents  per 
month,  which  is  the  maximum  amount  which  may  be 
charged  by  any  telephone  company  for  this  service,  under 
the  statute.  The  telephone  companies  in  question  here, 
should,  therefore,  establish  their  rental  rate  on  some  basis 
at  a  rate  of  so  much  for  each  telephone  instrument,  and  in 
any  event,  at  a  rate  not  to  exceed  25  cents  per  month 
for  each  telephone  instrument. 

There  was  also  brought  to  the  attention  of  the  Board  in 
this  case,  a  practice  indulged  in  by  some  patrons,  of  fur- 
nishing their  own  ringing  extension  and,  in  some  instances, 
their  own  ringing  and  talking  extensions,  and  attaching 
them  to  the  telephone  equipment  installed  by  the  company. 
In  a  particular  case  to  w'hich  attention  was  directed  it  was 
charged  that  a  person  having  located  in  his  place  of  resi- 
dence a  telephone  instrument  in  the  living  rooms  on  the 
first  floor,  had  purchased  and  attached  to  that  instrument 
a  telephone  of  his  own,  and  this  was  wired  so  as  to  be 
located  in  his  sleeping  apartments  upstairs.  The  purpose, 
of  course,  was  that  in  case  of  calls  in  the  night-time,  the 
instrument  in  the  sleeping  apartments  would  be  used  iu 
preference  to  the  telephone  instrument  located  in  the  lower 
portion  of  the  house.  This  person  insisted  upon  having 
this  telephone  service  at  tlie  single  rental  rate  for  the  resi- 
dence telephone,  and  in  doing  so,  in  all  probability,  was  not 
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advised  of  the  custom  of  telephone  companies  to  furnish 
for  their  patrons,  when  the  service  was  desired,  ringing 
extension  or  ringing  and  talking  extension  as  the  case 
may  be. 

The  telephone  company  in  question  asserts  that  it  has 
the  right  to  furnish  this  equipment  and  to  make  a  monthly 
rental  charge  for  such  equipment.  It  is  the  opinion  of  the 
Board  that  the  telephone  companies'  position  is  correct. 
If  a  subscriber  may  attach  one  instrument  to  a  house  'phone 
he  may  attach  any  number  of  instruments  to  it,  and  still 
insist  upon  receiving  all  this  service  at  a  single  rate.  This 
position  is  untenable,  for  telephone  companies  quote  rates 
for  service  which  includes  one  wall  or  desk  instrument. 
If  additional  service  is  required,  the  telephone  company 
should  be  offered  the  opportunity  to  furnish  it.  In  this 
instance,  the  telephone  company  has  the  undoubted  right 
to  furnish  this  ringing  and  talking  extension  set  for  the 
accommodation  of  its  patrons  and  to  make  a  reasonable 
monthly  rental  charge  for  this  additional  service. 

Order. 
In  this  cause  the  Commission  having  made  and  filed  its 
decision  containing  its  findings  of  facts  and  conclusions ; 

It  is,  therefore,  ordered,  considered  and  adjudged.  That 
the  telephone  companies  involved  in  this  proceeding  cease 
and  desist  from  the  practice  of  discriminating  between 
those  subscribers  who  are  stockholders  and  those  sub- 
scribers who  are  not  stockholders,  by  charging  a  different 
rate  to  those  who  are  not  stockholders  than  to  stockholders, 
and  that  from  and  after  the  service  of  this  order,  each  of 
said  telephone  companies  charge  to  its  stockholder  sub- 
scribers the  same  and  identical  telephone  rentals  and  rates 
which  are  charged  to  subscribers  who  are  not  stockholders. 

And  it  is  further  ordered,  considered  and  adjudged,  That 
the  telephone  companies,  parties  to  this  proceeding,  cease 
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and  desist  from  the  charging  of  a  message  rate  to  exchange 
subscribers  for  the  transmission  of  telephone  messages 
from  the  subscribers'  exchange  to  stations  or  instruments 
on  rural  party  lines  where  the  rural  party  line  is  connected 
with  the  subscribers  exchange  on  a  switching  basis. 

And  it  is  fxirther  ordered,  considered  and  adjudged.  That 
the  Hartford  Telephone  Company  and  the  Su^nrise  Tele- 
I)hone  Company  and  the  Crooks  Telephone  Company  cea^e 
and  desist  from  the  practice  of  routing  toll  messages  be- 
tween the  towns  of  Hartford  and  Crooks  over  rural  party 
lines,  and  that  said  companies  be,  and  hereby  are,  com- 
manded and  required  to  route  all  toll  messages  between 
such  cities  or  to\\Tis  over  the  toll  line  connecting  the  Hart- 
ford and  Crooks  exchanges. 

And  it  is  further  ordered,  considered  and  adjudged,  That 
for  the  switching  service  received  at  the  exchanges  at 
Canistota  and  Salem  by  rural  telephone  companies  num- 
bered 1  and  2,  the  charges  be  and  hereby  are  fixed  and  es- 
tablished at  a  rate  of  37^  ^  cents  for  each  telephone  instru- 
ment on  said  rural  party  lines  connected  Avith  the  Canis- 
tota and  Salem  exchanges,  one-half  of  said  charge,  or 
18-Vi  cents  per  'phone,  to  be  paid  by  said  rural  party  lines 
numbered  1  and  2  to  each  exchange;  and  that  the  rates  for 
switcliing  service  on  the  joint  line  between  Montrose  and 
Canistota  be,  and  hereby  are,  fixed  and  established  at  VIV^, 
cents  per  telephone  instrument  for  each  instrument  on  said 
joint  line,  the  switching  charge  accruing  on  the  Canistota 
end  of  such  joint  line  to  be  paid  to  the  Montrose  exchange, 
and  the  switching  charge  accruing  on  the  Montrose  portion 
of  said  joint  line  to  be  paid  to  the  Canistota  exchange;  and 
that  the  rate  for  switching  service  on  the  direct  line  con- 
i^ecting  the  Hartman  switch  and  the  Montrose  exchange 
be  and  hereby  are  fixed  and  established  at  a  rate  of  25 
cents  per  month  for  each  telephone  instrument  on  said 
line,  the  total  amount  to  be  paid  by  the  Hartman  Telephone 
Company  to  the  Montrose  Telephone  Company,  and  that 
for  each  telephone  instrument  located  on  the  lines  of  the 
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Hartman  Telephone  Company  beyond  the  switch  at  Hart- 
man,  the  switching  charge  for  switching  service  at  the 
Montrose  exchange  be  and  hereby  is  fixed  and  established 
at  121/12  cents  per  telephone  instrument  on  said  lines,  the 
total  amount  accruing  to  be  paid  by  the  Hartman  Tele- 
[)hone  Company  to  the  Montrose  Telephone  Company,  and 
that  the  s\\atching  at  the  Montrose  exchange  for  any  tele- 
phone instruments  located  on  any  of  the  lines  of  the  Hart- 
man Telephone  Company  beyond  the  switch,  which  have 
connection  with  two  exchanges,  be  and  hereby  is  fixed  and 
established  at  37V2  cents  to  be  paid  as  follows :  121^  cents 
to  each  exchange,  and  12 1/2  cents  to  the  Hartman  switch,  and 
that  messages  from  the  Colton  exchange  or  any  other  ex- 
change through  the  Hartraan  switch  to  the  Montrose,  or 
any  other  exchange,  must  be  transmitted  over  the  toll  line. 

And  it  is  further  ordered,  adjudged  and  decreed,  That 
all  rates  for  switching  service  from  a  rural  party  tele- 
phone lin^e  to  and  with  any  exchange  shall  be  fixed  on  a 
basis  using  the  telephone  instrument  located  on  the  rural 
party  line  as  the  unit  of  service,  and  establishing  a  switch- 
ing charge  at  a  certain  rate  for  each  of  such  teleplione  in- 
struments, the  total  charge  in  any  event  not  to  exceed  25 
cents .  per  month  for  each  telephone  instrument  on  any 
rural  party  line,  and  that  all  of  the  telephone  companies 
made  parties  to  this  proceeding  be,  and  hereby  are,  re- 
quired to  reduce  all  agreements  to  writing  and  to  file  true 
(opies  in  the  office  of  the  Board  of  Railroad  Commis- 
sioners. 

It  is  further  ordered,  That  in  any  cases  where  subscrib- 
ers require  either  ringing  or  ringing  and  talking  extension 
sets,  the  telephone  companies  shall  furnish  such  ringing  or 
ringing  and  talking  sets,  and  shall  fix  and  establish  there- 
for, a  reasonable  rental  charge. 

This  order  shall  take  effect  and  be  in  force  immediately 
upon  its  service. 

Done  in  regular  session  at  the  city  of  Pierre,  the  capital, 
on  this  twenty-seventh  day  of  April,  a.  d.  1914. 
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The  foregoing  oi)inion  and  order  was  on  motion  approved 
and  concurred  in  unanimously  with  the  exception  that  Com- 
missioner Robinson  objects  to  having  that  portion  of  the 
opinion  treating  the  routing  of  toll  messages  over  rural 
lines  made  a  precedent  in  determining  cases  in  all  parts  of 
the  State. 


0.  P.  King  v.  Hyde  County  Telephone  Company,  a  cor- 
poration. 

In  the  Matter  of  the  Complaint  of  Eighty-Four  Sub- 
scribers AGAINST  THE  HyDE  CoUNTY  TELEPHONE  COM- 
PANY OF  Insufficient  Telephone  Service. 

In  the  Matter  of  the  Application  of  the  Hyde  County 
Telephone  Company  for  Authority  to  Increase 
Rates. 

Complaint  No.  F-30  — F-33. 

Decided  May  4,  1914. 

Increase  in  Bates  Upon  Improyement  in  Serrice  —  Valuation  of  Property 

—  Cost    of    Beproduction  —  Present    Value  —  Depreciation  — 

Betum    upon    Inyestment  —  Estimated.   Bevenne 

Under  Bates  Prescribed  by  Commission. 

In  accordance  with  the  provisions  of  its  previous  order  *  in  this  case, 
the  Board  made  an  inspection  of  the  property  of  the  Hyde  County  Tele- 
phone Company  and  foundt  that  considerable  of  the  work  ordered  had  been 
done  by  the  respondent  upon  its  city  exchange,  but  that  there  w^as  still  con- 
siderable work  to  be  done  to  put  the  plant  in  first  class  condition,  that 
upon  the  rural  lines  less  progress  had  been  made  than  upon  the  city  ex- 
change, but  that  sufficient  work  had  been  done  to  insure  fairly  satisfactory 
sendee. 

In  view  of  the  improvement  in  the  company^s  service,  the  Board  con- 
sidered the  application  of  the  respondent  for  an  increase  in  rates.  Three 
valuations  were  submitted  to  the  Board,  one  by  the  company,  another  by 
a  telephone  expert,  and  a  third  by  one  of  the  Board's  officers.  As  the  first 
valuation  made  no  allowance  for  depreciation  and  as  the  second  estimated 
only  a  depreciated  value,  these  were  discarded,  the  Board  considering  that 
both  values  were  necessary  elements  to  be  considered. 


•  Printed  in  Commission  Leaflet  No.  30,  at  page  1282. —  Ed. 
t  The  finding  of  the  Commission  is  printed  in  this  leaflet  at  page  128. 
-Ed. 
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Using  the  officer's  valuation,  the  Board  found  that  the  reproductive  value 
of  the  city  exchange  plant  was  $5,135.98  and  its  present  value  was 
$3^95.19,  while  the  reproductive  value  of  the  rural  lines  was  $4,883.83 
and  their  present  value  $3,418.68. 

Allowing  7  per  cent,  for  depreciation  and  7  per  cent,  for  interest  on 
the  investment,  in  addition  to  the  expenses  of  operation,  maintenance  and 
management,  the  Board  found  that  under  the  present  rates  there  was  an 
annual  deficit  of  $854.31.  A  schedule  of  rates  for  both  exchange  and 
rural  service  was  thereupon  prescribed. 

Applying  the  new  schedule  of  rates  to  the  existing  business  and  making 
a  few  reductions  in  expenses,  as  well  as  some  slight  readjustments  of  both 
receipts  and  disbursements  between  exchange  and  rural  service,  it  appeared 
that  the  exchange  plant  would  show  a  credit  balance  of  $450.03,  whereas 
the  rural  lines  would  show  a  debit  balance  of  $408.94,  this  causing  the 
plant  as  a  whole  to  show  a  credit  balance  of  $41.09. 

An  order  was  issued  authorizing  the  company  to  put  into  effect  the 
schedule  of  rates  prescribed  by  the  Board.* 

Beport. 

Dated  AprU  27,  1914. 
Robinson,  Commissioner: 

This  proceeding  was  originally  commenced  by  the  filing 
of  a  complaint  on  July  25, 1913,  by  Mr.  0.  P.  King  of  High- 
more,  in  which  it  was  charged  that  the  defendant  made 
discriminatory  and  different  charges  to  different  of  its 
patrons  for  the  same  service;  that  it  failed  to  give  the 
patrons  adequate  service;  gave  its  patrons  only  two  hours' 
service  on  Sunday,  and  failed  to  post  its  schedule  in  its 
exchange  as  required  by  law. 

Afterwards,  on  the  twenty-eighth  day  of  July,  1913,  pro- 
test was  forwarded  to  the  Commission  by  the  city  auditor 
of  the  city  of  Higlunore,  which  protest  is  signed  by  eighty- 
four  subscribers  of  defendant  telephone  company,  in  which 
it  was  charged  that  the  protestants  are  dissatisfied  with 
the  service  rendered  by  the  company,  and  request  that  the 
telephone  service  be  given  until  at  least  midnight  of  each 
day ;  that  holiday  and  Sunday  service  be  required,  and  that 
emergency  calls  be  promptly  answered  at  all  times;  and 


Editor's  headnote. 
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that  all  patrons  be  given  the  same  fair  and  impartial  treat- 
ment in  the  matter  of  service  and  rentals. 

Upon  the  same  date,  July  28,  1913,  the  defendant,  the 
Hyde  County  Telephone  Company,  filed  an  application  to 
increase  rates. 

The  evidence  of  the  protestants  against  the  telephone 
service,  amounting  to  practically  one  hundred  and  fourteen 
pages,  was  taken  by  deposition  at  the  city  of  Highmore  on 
the  fifteenth  day  of  August,  1913;  subsequently,  and  on  the 
sixth  day  of  September,  1913,  additional  evidence  was  taken 
at  the  office  of  the  Commission,  and  the  protestants  filed 
their  invoice  and  valuation  of  the  Hyde  County  Telephone 
Company's  plant. 

Additional  time  was  requested  on  behalf  of  both  the  com- 
plainants and  defendants  and  particularly  on  behalf  of  the 
Hyde  County  Telephone  Company  in  order  that  it  might 
prepare  and  file  in  connection  with  the  application  for  an 
increase  in  rates  an  inventory  of  the  property  showing  the 
value  of  the  plant,  and  a  financial  statement  showing  the 
income  and  operating  expenses. 

After  the  filing  of  this  information,  another  hearing  was 
held  at  the  office  of  the  Commission  on  the  twenty-third 
day  of  December,  1913,  at  which  time  the  testimony  on 
behalf  of  the  Hyde  County  Telephone  Company  was  intro- 
duced. 

During  the  time  intervening  between  the  filing  of  the 
inventory  of  the  Hyde  County  Telephone  Company  and  the 
hearing  on  December  23,  your  Commissioner  caused  an 
examination  to  be  made  of  the  property  of  the  defendant 
and  an  investigation  to  be  conducted  into  the  telephone 
service  being  rendered  by  it  to  the  patrons  in  Highmore 
and  vicinity. 

7rom  all  the  evidence  introduced  in  this  case,  as  well  as 
the  examination  and  investigation  made  under  the  super- 
vision of  the  Conmiission  of  the  property  and  into  the 
service  of  the  Hyde  County  Telephone  Company  in  High- 
more  and  vicinity,  it  appears  to  the  satisfaction  of  your 
Commissioner  that  the  complaints  against  the  telephone 
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service  of  the  Hyde  County  Telephone  Company  are  well 
founded,  in  that  the  entire  telephone  plant  of  the  Hyde 
County  Telephone  Company  appears  to  be  in  such  physical 
condition  as  to  necessitate  the  entire  overhauling  of  it. 

Although  there  is  a  lineman  in  connection  with  this  tele- 
phone company,  it  appears  to  the  satisfaction  of  your  Com- 
missioner that  he  is  not  devoting  the  necessary  amount  of 
time  to  keeping  the  plant  in  proper  condition,  for  instance, 
on  the  rural  lines  of  this  company,  in  the  vicinity  of  High- 
more,  the  wires  have  been  permitted  in  a  number  of  in- 
stances, to  remain  on  the  ground  for  an  indefinite  period 
of  time,  and  when  taken  up  have  been  merely  dropped  in 
between  the  bracket  and  the  telephone  pole,  whereas  proper 
and  suitable  construction  of  the  telephone  plant  requires 
when  the  lineman  picked  up  the  wires  that  he  should  have 
tied  them  to  the  insulators  on  each  pole. 

It  also  appears  from  this  testimony  that  barbed  wire  is 
used  in  portions  of  the  line  for  transmission;  this  should 
be  entirely  eliminated.  The  use  of  2  by  4's,  spiked  to  fence 
posts  in  lieu  of  and  in  substitution  for  telephone  poles,  is 
disapproved  by  your  Commissioner.  It  also  appears  that 
the  company  is  using  on  the  same  line  bridging  'phones 
and  series  'phones ;  if  this  is  the  practice,  it  does  not  meet 
with  the  approval  of  your  Commissioner,  as  good  service 
cannot  be  rendered  with  this  class  of  construction. 

Numerous  complaints  appear  to  have  been  made  against 
this  company  by  its  subscribers  with  reference  to  its  service 
of  the  central  office,  and  discourtesies  received  at  the  hands 
of  the  manager  and  the  operators  at  the  central  exchange. 
Without  going  into  detail  it  is  sufficient  to  say  that  these 
complaints  appear  well  grounded. 

After  a  careful  examination  of  all  the  evidence  in  this 
case  your  Commissioner  is  of  the  opinion  that  the  Hyde 
County  Telephone  Company  should  immediately  eliminate 
the  use  of  all  barbed  wire  from  its  transmission  lines  and 
the  use  of  bridging  and  series  'phones  on  the  same  line; 
that  all  transmission  lines  should  be  carefully  inspected 
and  put  in  first  class  condition,  and  the  wires  tied  to  all 
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insulators;  that  arrangements  should  be  immediately  for 
continuous  service,  except  that  for  night  service  it  will  not 
be  necessary  to  have  an  operator  continually  at  the  switch- 
board, but  someone  should  sleep  in  a  room  adjoining  the 
exchange  or  room  where  the  switchboard  is  located  with 
the  night  bell  attached  so  as  to  be  able  to  promptly  answer 
all  night  calls ;  the  operator  and  manager  should  carefully 
avoid  any  improper  treatment  of  the  patrons,  and  all  com- 
plaints entered  by  subscribers  should  be  immediately  inves- 
tigated and,  if  found  to  be  well  founded,  corrected. 

It  is  the  opinion  of  your  Commissioner  that  the  Board 
should  insist  that  all  telephone  companies  doing  business 
in  this  State  furnish  to  their  patrons  the  highest  type  of 
telephone  service  which  can  be  had,  and  that  all  patrons 
of  telephone  companies  be  treated  in  a  courteous  and  re- 
spectful manner,  and  all  complaints  immediately  investi- 
gated, and  proper  remedy  applied  if  found  necessary. 

While  it  is  the  opinion  of  your  Commissioner  that  the 
Board  should  require  from  all  telephone  companies  and 
their  operators,  manager  and  employees  the  highest  type 
of  service,  it  will  also  require  of  the  public  that  the  opera- 
tors, managers  and  employees  of  telephone  companies  be 
likewise  treated  in  a  courteous  and  respectful  manner. 

In  view  of  the  foregoing  findings  of  fact,  the  Commission, 
on  the  sixth  day  of  January,  issued  an  order  requiring  the 
Hyde  County  Telephone  Company  to  fully  repair  their 
plant  and  put  it  in  good  order  for  efficient  service  within 
thirty  days  from  the  date  of  the  order.  They  also  provided 
for  an  inspection  of  the  plant  and  the  service  given  or  ren- 
dered after  such  repairs  had  been  completed.  In  accord- 
ance with  this  last  provision.  Commissioner  Murphy  was 
delegated  to  inspect  this  plant  and  the  quality  of  the  service 
rendered,  which  inspection  he  made  on  the  seventh  and 
eighth  of  April  and  this  report*  of  Commissioner  Murphy 
is  hereby  adopted  as  a  part  of  this  report,  so  that  it  will 
only  be  necessary  to  mention  the  substance  of  the  report 


*  Printed  at  page  128  of  this  leaflet.—  Ed. 
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here  which  is  as  follows :  Commissioner  Murphy  finds  that 
considerable  work  has  been  done  upon  the  city  exchange, 
but  the  repairs  have  not  been  completed,  that  there  is  con- 
siderable work  to  be  to  put  the  plant  in  first  class  order. 
Upon  the  rural  lines  there  seems  to  have  been  less  work 
done  than  upon  the  city  exchange,  but  it  would  seem  that 
enough  has  been  done  so  that  the  telephone  company  is 
giving  quite  satisfactory  service,  as  the  patrons  upon  the 
rural  lines  and  of  the  city  exchange  seem  to  be  well  satis- 
fied with  the  improvements  in  the  service.  In  view  of  the 
improved  service  and  partial  completion  of  the  repairs 
your  Commissioner  is  of  the  opinion  that  the  time  in  which 
to  complete  said  repairs  should  be  extended  to  June  1, 1914. 
With  this  last  stipulation  in  view  and  the  improved  service, 
your  Commissioner  would  recommend  the  consideration  of 
the  application  of  the  company  for  an  increase  of  rates. 

But  before  I  proceed  with  that  part  of  this  report  I  wish 
to  make  a  general  statement  that  should  apply  to  all  tele- 
phone companies  and  their  patrons,  whether  at  Highmore 
or  elsewhere. 

Your  Commissioner  is  of  the  opinion  that  all  telephone 
companies  should  afford  adequate  and  efficient  service,  and 
that  their  patrons  should  receive  from  them  affable  and 
courteous  treatment.  It  is  also  the  duty  of  their  patrons 
to  take  good  care  of  the  instruments  entrusted  to  their  care 
and  use,  also  to  be  considerate  and  forbearing,  affable  and 
courteous  to  the  manager  and  operators  of  the  company. 
Your  Commissioner  is  of  the  opinion  that  the  more  of  the 
last  named  practice  that  can  be  adopted  and  installed  into 
the  telephone  business,  the  better  it  will  be  for  all  who  are 
compelled  to  avail  themselves  of  telephone  service  and  for 
the  company. 

In  the  adjustment  of  rates  I  wall  pursue  the  rules  pre- 
viously followed  by  the  Commission  by  first  ascertaining 
the  present  and  reproductive  value  of  the  entire  plant; 
second,  the  cost  of  operation,  maintenance,  taxes,  superin- 
tendence, allowing  7  per  cent,  upon  the  reproductive  value 
for  depreciation,  this  depreciation  fund  to  be  set  aside  in 
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a  separate  account  to  be  used  for  replacement  or  renewals, 
so  that  the  plant  may  be  kept  in  first  class  condition;  and 
7  per  cent,  upon  the  present  value  for  the  interest  upon  the 
investment;  third,  the  rates  adopted  should  be  ample  to 
cover  all  the  above  named  expenses. 

It  will  be  noted  that  there  have  been  three  valuations  of 
this  plant,  one  by  the  owner,  Mr.  Van  Camp;  one  by  a 
Mr.  Allen,  a  telephone  expert  from  Chicago;  and  one  by 
the  Commission's  officers.  While  they  do  not  greatly  differ 
in  valuation,  Mr.  Van  Camp's  valuation  makes  no  allow^ance 
for  depreciation,  and  Mr.  Allen's  makes  a  depreciated  value 
only,  so  that  neither  of  these  valuations  could  be  used  in 
rate  adjustment  as  both  values  have  to  be  considered  in  the 
adjustment  of  the  rates.  The  valuation  of  the  Commis- 
sion's officers  considers  both  the  present  or  depreciated 
value  and  the  reproductive  value  of  the  plant;  they  also 
made  a  very  thorough  inspection  of  the  entire  plant,  the  • 
cost  of  material  and  labor  was  based  upon  units  of  value 
that  have  been  adopted  upon  actual  cost  of  material  and 
labor.  The  following  table  shows  the  present  and  the  re- 
productive value  of  the  city  plant  and  the  rural  lines  sepa- 
rately : 

CITY  PLANT. 

Present  value $3,505  19      Reproductive  value $5,135  98 

RURAL  LINES. 
Pret^ent  value $3,418  68      Reproductive  value  ....    $4,883  83 

It  will  be  noted  that  we  have  considered  the  depreciation 
at  30  per  cent.,  which  I  believe  to  be  a  fair  rate  of  deprecia- 
tion in  view  of  the  fact  that  some  repairs  have  been  made. 

The  following  table  shows  the  receipts  and  disburse- 
ments of  the  entire  plant  based  upon  the  following  rates, 
which  are  the  present  rates;  business  'phones  $18.00  per 
year,  residence  'phones  $12.00  per  year,  desk  'phones  $3.00 
per  year  extra. 
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[  RECEIPTS  AND  DISBURSEMENTS  OF  ENTIRE  PLANl*. 

I  »  Receipts. 

I  Rent  from  'phones $2,830  00 

Commission  from  Dakota  Central  switchinj^  country  'i)hones 
and  incidentals qqi  25 


Disbursements. 

$3,431  25 

Operation,  maintenance  and  management 

. .    $3,150  63 

Depreciation  at  7  per  cent 

701  29 

Interest  on  investment  at  7  per  cent 

433  64 

Debit  balance 



854  31 

$4,285  56       $4,285  56 

It  will  be  seen  that  at  the  present  rates  there  is  a  deficit 
of  $854.31.  It  is  the  opinion  of  your  Commissioner  that  no 
plant  can  be  successfully  conducted  any  length  of  time 
upon  such  a  basis  of  rates.  I  would,  therefore,  recom- 
mend the  adoption  of  the  following  basis  of  rates : 

Business  'phones   $24  OO  per  year 

Sinofle  line  residence  'phones 15  00  per  year 

Party  line  residence  'phones 13  20  per  year 

Rural  line  'phones 15  00  per  year 

Desk  and  pendant  'phones,  extra 3  00  per  year 

Payable  on  or  before  the  tenth  day  of  the  current  month. 

The  following  tables  show  the  receipts  and  disburse- 
ments of  the  city  and  rural  lines  separately,  and  in  this 
istatement  we  have  made  some  changes.  We  have  reduced 
the  lineman  and  manager's  salary  $200;  I  have  credited  the 
city  plant  with  switching  56  country  'phones  $168  and 
charged  the  same  amount  to  the  rural  lines ;  in  lieu  of  this 
credit,  I  have  charged  the  city  plant  with  the  following  ex- 
penses: rent,  light,  heat  and  operators'  salary. 


Digitized  by  LjOOQIC 


126    South  Dakota  Board  of  Railroad  Commissioners. 

[S.  D. 
RECEIPTS  AND  DISBURSEMENTS  OF  THE  CITY  PLANT. 

Receipts. 

32  business  'phones  at  $24.00  per  year $768  00 

14  business  desk  'phones  at  $27.00  per  year 378  00 

20  single  line  residence  'phones  at  $15.00  per  year 300  00 

84  party  line  residence  'phones  at  $13.20  per  year 1,108  80 

Switching  94  'phones  at  $3.00  per  year 282  00 

Switching  56  rural  'phones  at  $3.00 168  00 

Connecting  fees  at  25  cents  each 3  00 

Sundry  sales 10  00 

Miscellaneous  earnings 42  00 

Commission  upon  long  distance  messages 254  50 

Disbursements, 

Operators'  salary $667  00 

Rent,  light,  heat  and  water 330  00 

3/4  lineman's  and  manager's  salaries 1,026  58 

3/4  material   112  50 

4/5  taxes   123  84 

Insurance 3  92 

3/4  stationery 9  00 

Interest  at  7  per  cent,  on  present  value 251  66 

Depreciation  at  7  per  cent,  on  reproductive  value.  359  52 

Credit  balance  450  03 


$3,334  05       $3,334  05 

RECEIPTS   AND  DISBURSEMENTS   OF  RURAL  LINES. 

Receipts. 

56  'phones  at  $15.00  per  year $840  00 

Disbursements. 

1/4  salary,  lineman  and  manager $342  19 

1/4  material   37  50 

All  livery  hire  86  10 

1/5  taxes 30  96 

Switching  56  'phones  at  $3.00  per  year 168  00 

Stationery  3  00 

Depreciation  at  7  per  cent,  on  reproductive  value.  341  88 

Interest  at  7  per  cent,  on  present  value 239  31 

Debit  balance 408  94 

$1,248  94       $1,248  94 

TOTAL  RECEIPTS  AKD  DISBURSEMENTS  OF  ENTIRE  PLANT. 

Total  receipts $4,174  05 

Total  disbursements 4,132  96 

Credit  balance  $41  09 
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Upon  the  above  proposed  rate  basis  there  is  a  credit 
balance  of  $41.09,  which  amount,  I  believe,  should  be  car- 
ried to  maintenance  account. 

Your  Commissioner  would,  therefore,  recommend  the 
promulgation  of  the  following  rates  by  the  Hyde  County 
Telephone  Company: 

Business  'phones $2  00  per  month 

Single  line  residence  'phones 1  25  per  month 

Party  line  residence  'phones  (not  to  exceed  3  on  Jine)         1  10  per  month 

Rural  line  'phon^ 1  25  per  month 

Complete  extension  'phone,  additional  on  same  line . .         1  00  per  month 

Extension  talking  set  only 50  per  month 

Per  call  on  rural  line  to  non-subscriber 15  per  call 

(To  apply  only  to  Hyde  County  company's  line; 
when  over  other  lines  the  same  price,  the  com- 
pany retaining  5  cents,  and  balance  to  be  paid 
to  the  company  over  whose  line  the  message 
goes.) 

Switching  farm  line  'phones,  per  phone 25  per  month 

Desk  and  pendant  'phones,  extra 25  per  month 

Payable  on  or  before  the  tenth  day  of  the  current  month. 
These  rates  to  take  effect  April  1,  1914. 

Your  Commissioner  would  further  recommend  that  the 
Hyde  County  Telephone  Company  be  required  to  keep  full 
account  of  receipts  and  disbursements  from  June  1,  1914, 
to  January  1,  1915,  the  same  to  be  submitted  to  the  Com- 
mission for  further  consideration. 

Dated  at  Pierre,  the  capital,  this  twenty-seventh  day  of 
April,  1914. 

Okder. 

Dated  May  4,  1914. 

The  above  entitled  cause  having  been  referred  to  Com- 
missioner Eobinson,  and  he  having  prepared  and  submitted 
his  report  containing  recommendations  whioh  report  was, 
on  the  fourth  day  of  May,  1914,  approved  and  adopted  as 
the  report  and  findings  of  the  Board  of  Eailroad  Commis- 
sioners of  the  State  of  South  Dakota,  and  the  Board  being 
fully  advised  in  the  premises : 

It  is,  therefore,  ordered,  considered  and  adjudged^  That 
from  and  after  the  first  day  of  April,  1914,  the  Hyde  County  t 
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Telephone  Company,  a  corporation,  be,  and  hereby  is,  au- 
thorized to  charge,  collect  and  receive  for  telephone  service, 
at  tlie  city  of  Highmore  and  in  Hyde  County,  the  following 
rates  to  wit: 

Business  telephones   $2  00  i:er  month 

Main  line  residence  telephones 1  25  per  month 

Party  line  residence  'phones 1  10  per  month 

Rural  party  line  telephones 1  25  per  month 

Ringing  and  talking  extension  sets 1  00  per  month 

Ringing  extension  sets  only 50  per  month 

Per  call  on  rural  line  to  non-subscriber 15  per  call 

(This  last  named  rate  to  apply  only  on  rural  party 

lines  of  the  Hyde  County  Telephone  Company; 

and  when  a  message  is  sent  over  the  lines  of  any 

other  rural   party  line,   the  charge  shall   be  15 

cents,   10  cents  of  which  shall  be  paid  to  the  rural 

party  line,   and   5   cents   retained   hy  the  Hyde 

County  Telephone  Company.) 
Switching  rural  party  line  telephones  for  each  tele- 
phone instrument   25  per  month 

Desk  and  pendant  telephones,  extra 25  per  month 

The  foregoing  rates  shall  be  \  ayable  on  or  before  the  tenth  day  of  the 
current  month. 

And  it  is  further  ordered,  That  the  Hyde  County  Tele- 
phone Company  be,  and  hereby  is,  commanded  and  re- 
([uired  in  its  telephone  practice  to  confonn  in  all  things  to 
the  findings  and  recommendations  contained  in  the  report 
made  by  Commissioner  Robinson,  and  adopted  by  the  Com- 
mission in  this  case,  and  to  keep  a  correct  and  accurate  ac- 
count of  all  its  receipts  and  disbursements  from  June  1, 
1914,  to  January  1,  1915,  at  which  time  the  same  shall  be 
submitted  to  this  Commission  for  further  consideration. 

Done  in  regular  session  at  the  city  of  Pierre,  the  capital, 
on  this  fourth  day  of  May,  a.  d.  1914. 

REPORT   OF    COMMISSIONER    MURPHY. 

Dated  April  3,  1914, 

As  j)er  direction  of  this  Board,  I  investigated  the  service  conditions 
of  the  Hyde  County  Telephone  Company  at  Hi^hmore,  South  Dakota, 
on  April  6  and  7;  also  on  the  same  dates  I  endeavored  to  ascertain 
whether  or  not  the  said  Hyde  County  Telephone  Company  had  complied 
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with  the  order  *  of  the  Board  of  January  6,  1914,  in  connection  with  the 
furnishing  of  continuous  senice  and  the  repair  of  the  lines. 

In  so  far  as  the  service  given  at  the  present  time  is  concerned,  I  found 
that  the  subscribei-s  generally  were  well  satisfied.  In  talking  with  dif- 
ferent subscribers  on  each  of  the  rural  lines,  I  was  pleased  to  discover 
that  the  transmission  was  good,  and  that  the  people  were  also  pleased  to 
state  that  the  service  had  unproved  greatly  in  the  last  few  months.  The 
treatment  accorded  the  operator  is  of  a  more  pleasing  nature  than 
formerly,  and  the  operators  are  giving  more  proihpt,  courteous  and 
efficient  service. 

Jt  is  my  conclusion  that  conditions  affecting  the  telephone  situation  at 
Highmore  have  improved  very  materially.  In  regard  to  the  improve- 
ments and  betterments  required  in  the  order  above  mentioned,  it  is  my 
opinion,  after  a  personal  inspection,  that  the  order  has  not  been  complied 
with.  While  some  work  has  been  done,  and  no  doubt  a  slight  improve- 
ment made,  it  is,  nevertheless,  endent  that  there  is  much  needed  improve- 
ment necessary,  and  further,  it  will  require  some  time  and  considerable 
expense  to  place  the  rural  lines  in  good  condition  The  2  by  4  construction 
has  not  been  replaced  by  pole  line,  a  number  of  insulators  are  not  in 
place,  and  in  many  places  the  wire  is  not  tied  to  the  insulators.  The 
cross-arras  are,  in  many  instances,  loose  from  the  pole,  the  comer  poles 
are  not  properly  guyed,  and  in  many  cases  not  guyed  at  all.  The  poles 
destroyed  by  lightning  and  other  causes  have  not  been  replaced. 

From  the  above  statement  of  conditions  it  will  readily  be  seen  that  con- 
siderable work  and  repairs  are  necessary,  and  that  the  conditions  named 
in  the  order  have  not  been  met.  I  am  of  the  opinion  that  some  of  the 
necessary  work  could  not  well  have  been  done  during  the  winter  season, 
owing  to  weather  and  soil  conditions,  and  that  therefore  the  company 
should  not  be  severely  censured  for  not  complying  fully  with  the  order, 
but  on  the  other  hand,  many  things  were  left  undone  that  could  and 
should  have  been  attended  to.  It  is  true  that  the  failure  to  make  the  re- 
quired repairs  is  at  this  time  of  more  importance  to  the  company  than 
to  the  public,  for  the  reason  that  the  failure  to  put  the  lines  in  good 
shape  will  certainly  increase  the  wear  and  tear  of  the  plant  and  will 
require  a  more  expensive  maintenance  later.  The  company  should  be  com- 
pelled to  make  the  necessary  repairs  and  construction  to  put  the  lines  in 
first  class  condition,  both  as  a  protection  to  the  investor,  and  later,  the 
public.  For,  notwithstanding  the  fact  that  good  service  can  be  given  at 
the  present  time,  it  is  also  a  fact  that  if  the  conditions  which  have  been 
applied  in  the  past  are  permitted  to  continue,  it  will  be  but  a  short  time 
until  the  service  will  seriously  suffer. 

As  to  passing  an  opinion  on  the  desirability  of  requiring  a  full  com- 
pliance with  the  order  before  considering  the  rate  advance  involved  in 
this  case,  I  defer  doing  so. 


•  Printed  in  Commission  Leaflet  No.  30,  at  page  1282. —  Ed. 
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WISCONSIN. 

Railroad  Commission. 

In  the  Matter  of  the  Proposed  Extension  of  the  IjIKBS 
OF  THE  Wisconsin  Telephone  Company  in  the  Town 
OF  Rock,  Rock  County,  Wisconsin. 

Decided  AprU  23,  1914, 

Public  Oonyanience  and  Necasaity— Inyuion  of  Occupied  Field— Dnpttcir 

tion  of  Facilities— Seryice  and  Bates  of  Company  Occupying 

Field— Proposed  Bztenaion  of  Lines  not  Warranted. 

The  Wisconsin  Telephone  Company  having  filed  notice  of  its  intention 
to  extend  its  telephone  lines  in  the  town  of  Rock  in  order  to  reach  a 
certain  farmer  who  had  applied  for  telephonic  service,  the  Rock  County 
Telephone  Company,  which  operated  local  lines  in  Rock,  filed  its  objec- 
tion. It  appeared  that  the  proposed  extension  of  the  applicant's  line 
would  involve  a  paralleling  of  the  objector's  line  on  the  same  highway 
for  a  distance  of  about  a  quarter  of  a  mile  and  would  result  in  the  ao 
quisition  by  the  applicant  of  one  of  the  objector's  subscribers.  It  further 
appeared  that  the  prospective  subscriber's  reason  for  desiring  the  appli- 
cant's service  was  that  the  objector's  service  was  inadequate  and  also  that 
the  applicant's  long  distance  ser\'ice  was  more  extensive  than  that  of  the 
objector. 

Held:  That,  in  accordance  with  the  provisions  of  Chapter  610  of  the 
Laws  of  1913,  where  reasonably  adequate  service  can  be  obtained  at 
reasonable  rates  from  one  public  utility,  another  public  utilit>  shall  not 
be  permitted  to  enter  into  competition  for  the  same  service; 

That  where  one  telephone  line  already  runs  on  a  highway  past  a  resi- 
dence and  is  sening  that  residence,  or  is  able  to  serve  it,  reasonably  well, 
another  company  should  not  ordinarily  be  permitted  to  construct  a 
parallel  line  on  the  same  highway  to  reach  the  residence  in  question; 

That  the  proper  procedure  in  a  case  of  unsatisfactorj'  service  is  to 
make  complaint  in  the  usual  way  before  asking  the  Commission  to  apply 
the  more  drastic  remedy  of  permitting  the  entrance  of  a  competing  com- 
pany into  the  field; 

That  relief  will  be  afforded  the  objector's  subscribers  in  the  matter  of 
long  distance  seniee  by  the  Commission's  decision  in  a  pending  proceeding 
involving  the  establishment  of  physical  connection  between  the  lines  of 
the  applicant  and  those  of  the  objector; 
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That,  contrary  to  the  contention  of  the  applicant,  the  paralleling  by 
the  applicant  of  a  quarter  mile  of  the  objector's  line  is  more  than  a  mere 
technical  violation  of  the  law; 

That  public  convenience  and  necessity  do  not  require  the  extension  of 
the  applicant's  line  in  the  manner  proposed.* 

Opinion  and  Decision. 

This  case  arises  upon  the  notice  filed  by  the  Wisconsin 
Telephone  Company  with  this  Commission  on  March  18, 
1914,  relating  to  two  proposed  extensions  of  its  lines  for 
local  service  in  the  town  of  Eock,  Rock  County.  Objection 
to  one  of  these  extensions  was  made  by  the  Rock  County 
Telephone  Company,  and  a  hearing  was  held  in  the  matter 
on  April  15,  1914,  the  Wisconsin  Telephone  Company  hav- 
ing waived  its  right  to  have  the  matter  determined  within 
twenty  days  of  the  filing  of  its  notice.  At  the  hearing, 
which  wtas  held  at  Janesville,  the  Wisconsin  Telephone 
Company  was  represented  by  J.  F.  Krizek,  and  the  Rock 
County  Telephone  Company  by  William  Ruger, 

One  of  the  extensions  proposed  by  the  Wisconsin  Tele- 
phone Company  did  not  occasion  any  objection  by  the 
Rock  County  Telephone  Company.  It  is  located  in  section 
4  of  the  town  of  Rock  and  the  Wisconsin  Telephone  Com- 
pany has  a  line  much  nearer  the  point  of  the  proposed  ser- 
vice than  that  of  the  Rock  County  Telephone  Company. 
There  is  no  need,  as  to  this  extension,  for  any  discussion 
of  the  merits  of  the  proposition. 

The  other  extension  is  in  section  6  of  the  town  of  Rock, 
and  is  intended  to  serve  the  residence  on  the  *'  Green  Cove 
Farm,''  owned  by  John  L.  Fisher  of  Janesville.  This 
residence  fronts  on  a  north  and  south  road  along  which  the 
line  of  the  Rock  County  Telephone  Company  is  now  con- 
structed and  in  service.  This  line  has  two  subscribers  on 
the  same  north  and  south  road  above  Mr.  Fisher's  resi- 
dence and  one  subscriber  below  it.  Mr.  Fisher  had  the 
Rock  County  telephone  in  his  house  until  about  April  1, 
1914,  but  decided  to  change  to  the  Wisconsin  Telephone 
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Company's  line,  and  ordered  the  Rock  County  instrument 
removed.  Since  that  time  there  has  been  no  telephone  ser- 
vice in  the  residence  in  question.  The  Wisconsin  Tele- 
phone Company's  line  which  is  proposed  to  be  extended 
runs  along  an  east  and  west  road  and  crosses  the  road  on 
which  the  Fisher  residence  is  located,  about  a  quarter  of  a 
mile  south  of  the  house.  The  proposed  extension  would 
therefore  cover  about  a  quarter  of  a  mile,  or,  as  the  testi- 
mony shows,  would  require  the  setting  of  about  ten  poles. 
This  extension  would  of  course  proceed  upon  the  same  road 
on  which  the  Rock  County  line  is  located. 

According  to  the  testimony  of  Mr.  Fisher  as  introduced 
at  the  hearing,  one  of  the  main  reasons  for  his  discontin- 
uance of  the  Rock  County  ser\dce  was  the  unsatisfactory 
kind  of  treatment  he  was  receiving  from  that  company.  He 
stated  that  during  the  entire  month  of  March,  1914,  he  was 
unable  to  get  service  on  the  farm  and  that  at  other  times 
the  ser\TLce  was  slow  and  unsatisfactoiy  and  he  considered 
that  the  company  was  discriminating  against  him  person- 
ally. One  ground  of  his  complaint  seemed  to  be  that  in 
calling  his  farm  from  his  city  residence  it  was  necessary 
for  him  to  call  first  the  farm  operator  and  then  give  that 
operator  the  number  desired ;  but  the  testimony  show^s  that 
substantially  the  same  practice  is  followed  on  the  Wiscon- 
sin Telephone  Company's  rural  system.  Another  frequent 
source  of  dissatisfaction  seemed  to  have  been  the  busy 
condition  of  the  farm  line,  which  caused  a  good  deal  of  diffi- 
culty in  obtaining  service  just  w^hen  it  was  desired.  It  ap- 
pears that  when  Mr.  Fisher  was  connected  with  the  Rock 
County  line  there  were  six  other  subscribers  on  that  line, 
while  the  Wisconsin  Telepihone  Company's  line  which  is 
proposed  to  be  extended  now  carries  ten  subscribers. 

The  Rock  County  Telephone  Company  introduced  testi- 
mony to  the  effect  that  that  company  had  done  all  in  its 
power  to  give  Mr.  Fisher  good  service  at  the  Green  Cove 
Farm.  It  was  testified  that  Mr.  Fisher  had  always  been  a 
fault  finder  and  the  company  had  made  unusual  efforts  on 
this  account  to  satisf  v  him.    As  to  the  lack  of  service  dur- 
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ing  March,  it  was  stated  that  the  cutting  over  of  the  com- 
pany's lines  to  its  new  central  oflSce,  recently  completed, 
had  caused  some  interruption  of  service. 

In  addition  to  his  complaint  as  to  the  quality  of  service 
he  was  getting  over  the  Rock  County  line,  Mr.  Fisher  ad- 
vanced the  lack  of  long  distance  connection  over  that  line 
as  another  reason  for  his  change  of  lines.  It  seems  that 
Green  Cove  Farm  is  largely  devoted  to  stock  breeding  and 
that  long  distance  calls  are  very  frequent  betw^een  that 
farm  and  other  places  in  Wisconsin  and  adjoining  States. 
The  Rock  County  Telephone  Company  is  connected  with 
an  independent  toll  line  company  whose  lines  and  con- 
nections cover  a  few^  neighboring  counties,  but  for  reach- 
ing such  points  as  Madison,  Milwaukee  and  other  more 
distant  places  the  Rock  County  line  cannot  be  used.  There 
is  no  physical  connection  for  any  purpose  whatever  be- 
tw^een  the  lines  of  the  two  companies.  The  Wisconsin  Tele- 
phone Company  keeps  a  Rock  County  local  telephone  in 
its  office  and  when  toll  calls  come  in  for  subscribers  of  that 
company  this  telephone  is  used  to  inform  them  of  the  call 
so  that  they  may  go  to  a  Bell  instrument  for  their  conver- 
sation. 

It  is  apparent  on  the  face  of  things  that  the  proposed 
extension  of  the  Wisconsin  Telephone  Company's  line  will 
involve  a  paralleling  of  the  Rock  County  line  on  the  same 
highway,  for  a  distance  of  about  a  quarter  of  a  mile.  It  is 
also  apparent  that  the  Rock  County  Telephone  Company 
is  in  position  to  give  service  to  the  Green  Cove  Farm,  and 
the  extension  of  the  Wisconsin  Telephone  Company's  line 
would  result  in  the  acquisition  by  on^  company  of  a  sub- 
scriber lost  by  the  other.  In  other  words,  the  extension  of 
the  Bell  line  would  result  in  a  competition  which  would 
not  be  possible  if  the  extension  were  not  to  be  made.  Chapi- 
ter 610  of  the  Laws  of  1913  extends  to  telephone  companies 
the  same  kind  of  protection  against  unnecessary  competi- 
tion that  had  already  been  given  by  the  State  to  other  pub- 
lic utilities.  This  is  in  pursuance  of  the  policy  of  the  law 
that  where  reasonably  adequate  service  can  be  obtained  at 


Digitized  by  LjOOQ IC 


134  Wisconsin  Railroad  Commission. 

[Wis. 
reasonable  rates  from  one  public  utility  another  public 
utility  shall  not  be  permitted  to  enter  into  competition  for 
the  same  service.  The  extension  of  this  principle  to  rural 
telephone  companies  has  resulted  in  some  complications, 
owing  to  the  fact  that  at  the  time  the  statute  was  passed 
rural  telephone  lines  throughout  the  State  were  inter- 
mingled in  such  a  way  that  a  great  deal  of  paralleling 
already  existed.  This  Commission  has,  however,  taken  the 
position  that  where  one  line  already  runs  on  a  highway 
past  a  residence  and  is  serving  that  residence,  or  is  able 
to  serve  it,  reasonably  well,  another  company  ought  not 
usually  to  be  permitted  to  construct  a  parallel  line  on  the 
same  highway  to  reach  the  residence  in  question.  In  other 
words,  public  convenience  and  necessity  do  not  require  the 
duplication  of  lines  in  such  a  case.  This  situation  has 
arisen  several  times  before  the  Commission,  and  permission 
to  parallel  has  uniformly  been  refused.  In  re  Proposed 
Extension  of  Lines  of  the  Ettrick  Telephone  Company* 
(1913)  12  W.  E.  C.  R.  744;  In  re  Proposed  Extension  of  the 
Lines  of  the  Clinton  Telephone  Company^  (1913)  13  W.  R. 
C.  R.  166;  In  re  Proposed  Extension  of  the  Line  of  the 
West  Kewaunee  and  Western  Telephone  Company^  (1914) 
14  W.  R.  C.  R.  — ;  In  the  Matter  of  the  Alleged  Violation  of 
Chapter  610  of  the  Laws  of  1913  by  the  Lisbon  Telephone 
Company^  (1914)  14  W.  R.  C.  R.  — . 

The  complaint  of  Mr.  Fisher  as  to  poor  service  obtained 
by  him  over  the  Rock  County  lines  seems  to  relate  mainly 
to  an  inability  to  get  prompt  connection.  As  far  as  tliis 
is  due  to  the  necessity  of  ringing  two  operators  the  same 
trouble  would  necessarily  be  experienced  on  the  Bell  line. 
As  far  as  it  has  to  do  w4th  the  number  of  persons  on  the 
line  and  the  frequency  of  **  busy"  answers,  the  situation 
on  the  Bell  line  would  also  seem  to  be  quite  similar.  Mr. 
Fisher  testified  in  addition  to  his. absolute  inability  to  get 
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service  during  a  considerable  period  of  time  and  to  what 
he  considered  to  be  unfair  discrimination  against  him  in 
the  matter  of  putting  through  his  calls  promptly  and  accu- 
rately. These  are  matters  on  which  the  Commission  has 
power  to  make  the  fullest  investigation  and  to  take  such 
action  as  the  circumstances  require  in  the  way  of  improv- 
ing the  service  and  preventing  discrimination.  The  ques- 
tion of  service,  although  usually  involved  in  cases  of  this 
kind,  is  really  <jollateral  to  the  issue,  since  the  law  provides 
a  specific  procedure  by  which  such  matters  may  be  brought 
before  the  Commission.  The  main  question  in  such  a  case 
as  this  is  whether  the  Rock  County  Telephone  Company  is 
able  ta  give  reasonably  adequate  service  at  the  point  in 
question,  and  there  seems  to  be  nothing  in  the  evidence  to 
indicate  that  it  is  not.  The  company's  lines,  as  far  as  we 
are  advised,  are  kept  in  working  order.  It  has  a  new  and 
presumably  adequate  switchboard  and  other  central  office 
equipment  and  we  have  no  reason  to  believe  that  the 
standards  of  its  construction  and  maintenance  are  not  such 
as  to  make  good  service  possible  on  the  Green  Cove  Farm. 
It  must  be  borne  in  mind  that  city  service  and  rural  service 
are  not  the  same,  and  that  a  person  on  a  farm  line  with 
six  or  eight  other  subscribers  must  expect  to  find  the  line 
busy  at  times.  As  this  Commission  has  said  in  other  cases, 
the  proper  procedure  in  case  the  service  is  unsatisfactory 
is  to  make  complaint  in  the  usual  way  before  asking  the 
Commission  to  apply  the  more  drastic  remedy  of  permit- 
ting the  entrance  of  a  completing  company  into  the  field. 
In  the  Matter  of  the  Alleged  Violation  of  Chapter  610  of 
the  Laws  of  1913  by  the  Lisbon  Telephone  Company* 
(1914)  14  W.  R.  C.  R.  — . 

The  matter  of  long  distance  connection  presents  a  dif- 
ferent question.  The  evidence  shows  that  there  is  no 
physical  connection  between  the  two  companies  and  that 
a  person  having  the  Rock  County  telephone  is  absolutely 
unable  to  send  or  receive  toll  calls  except  over  a  limited 
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area  in  which  the  companies  affiliated  and  connected  with 
the  Rock  County  lines  are  operating.  To  a  business  estab- 
lishment of  the  character  of  the  Green  Cove  Farm  this  lack 
of  long  distance  connection  is  undoubtedly  a  serious  thing. 
What  effect  it  should  be  permitted  to  have  on  cases  of  this 
kind  need  not  be  decided,  however,  for  the  reason  that  there 
is  now  pending  .before  the  Commission,  and  will  very 
shortly  be  decided,  a  proceeding  against  the  two  telephone 
companies  here  involved  in  which  physical  connection  be- 
tween them  for  long  distance  service  is  asked.  It  is  suffi- 
cient to  say  that  upon  the  decision  of  this  case  such  relief 
will  be  afforded  as  will  obiviate  the  complaint  of  Mr.  Fisher 
with  respect  to  lack  of  long  distance  connection. 

It  appeared  to  be  the  position  of  the  Wisconsin  Tele- 
phone Company  upon  the  hearing  of  the  case  that  the 
paralleling  of  lines  proposed  is  so  short  as  to  be  merely 
a  technical  violation,  if  any  violation  at  all,  of  the  principle 
of  the  law.  We  do  not  agree  to  this  view,  however.  We 
believe  that  a  paralleling  of  a  quarter  of  a  mile  is  more 
than  a  technicality.  It  would  certainly  be  very  difficult  for 
the  Commission  to  permit  a  quarter  of  a  mile  of  duplica- 
tion, and  then  withhold  its  sanction  to  a  further  extension 
of  the  same  line  for  another  quarter  of  a  mile,  and  so  on. 
It  would  also  be  difficult  to  forbid  one  company  to  parallel 
for  a  third  of  a  half  mile  after  permitting  another  company 
to  parallel  for  a  quarter  of  a  mile. 

It  appears,  then,  that  Mr.  Fisher,  by  reinstating  the  Rock 
County  telephone,  can  obtain  service  without  causing  any 
paralleling  of  lines,  and  there  is  nothing  in  the  record  to 
indicate  that  public  convenience  and  necessity  require  the 
duplication  of  lines  which  would  be  involved  in  the  pro- 
posed extension  of  the  Wisconsin  Telephone  Company. 

Owing  to  what  seemed  to  be  an  emergency  condition  on  the 
Green  Cove  Farm,  caused  by  the  sickness  of  several  persons 
there,  Mr.  Fisher  on  April  17  asked  this  Commission 
whether  permission  might  not  be  given  for  a  temporary 
extension  of  the  Wisconsin  Telephone  Company's  line  upon 
the  fences   and  trees  to  his  residence,  pending  the  de- 


Digitized  by  LjOOQ IC 


137 
In  re  Extension  of  Line  of  Mayville  Rural  Telep.  Co. 

C.L.31] 

cision  of  this  case.  Since  the  Wisconsin  Telephone  Com- 
pany seemed  to  be  willing  to  accommodate  Mr.  Fisher  to 
this  extent,  and  also  expressed  its  willingness  to  take  the 
line  down  if  the  decision  in  this  case  should  be  adverse  to 
it,  the  Commission  offered  no  objection  to  the  furnishing 
of  a  temporary  service,  but  stipulated  that  the  building  of 
the  temporary  line  should  have  no  effect  whatever  upon  its 
decision  in  the  case.  It  follows  from  these  circumstances 
that  the  temporary  service  is  to  be  discontinued  upon  re- 
ceipt by  the  Wisconsin  Telephone  Company  of  this  decision. 

We,  therefore,  find  and  determine.  That  public  con- 
venience and  necessity  do  not  require  the  extension  of  the 
line  of  the  Wisconsin  Telephone  Company  in  section  6  of 
the  town  of  Rock,  Rock  'County,  Wisconsin,  in  the  manner 
proposed  by  said  company  in  its  notice  filed  with  this  Com- 
mission on  March  18,  1914. 

Dated  this  twenty-third  day  of  April,  1914. 


In  the  Matter  of  the  Proposed  Extension  of  the  Line 
OF  the  Mayvh^le  Rural,  Telephone  Company  in  the 
Towns  of  Theresa  and  Herman,  Dodge  County,  Wis- 
consin. 

Decided  April  28,  1914, 

Public    Conyenience    and    Necasaity— Invasion    of    Occupied    Field — 
Duplication  of  Facilities. 

Opinion  and  Decision. 

On  April  8,  1913,  this  Commission  was  notified  by  the 
Mayville  Rural  Telephone  Company  of  proposed  extensions 
to  its  line  in  the  towns  of  Theresa  and  Herman,  Dodge 
County,  Wisconsin,  and,  upon  the  filing  of  objection  by  the 
Theresa  Union  Telephone  Company,  a  hearing  was  held 
on  the  matter  at  Theresa,  on  April  21,  1914.  The  Theresa 
Union  Telephone  Company  was  represented  by  Nathcm 
Haessly,  and  the  Mayville  Rural  Telephone  Company  by 
H.  F.  Ringle,  F.  A.  Justmann  and  Albert  East  row. 
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It  appears  that  a  number  of  persons  residing  in  the  towns 
of  Theresa  and  Herman  have  applied  to  the  Maj^lle  Rural 
Telephone  Company  for  service  and  that  the  latter  com- 
pany, in  filing  its  notice  with  the  Commission,  was  acting 
at  the  instance  of  the  proposed  subscribers  and  without 
any  desire  to  encroach  unduly  on  the  territory  of  the 
Theresa  Union  Telephone  Company.  The  latter  has  a  line 
for  local  service  running  north  and  south  through  sec- 
tions 10  and  3  of  the  town  of  Herman  and  sections  34  and  27 
of  the  towTi  of  Theresa.  The  majority  of  the  proposed  sub- 
scribers of  the  Mayville  company  reside  in  territory  west 
of  the  Theresa  Union  Telephone  Company's  line  and  the 
latter  company  makes  no  objection  to  the  extension  of  the 
Mayville  company's  line  to  them.  In  fact,  they  are  clearly 
located  in  the  territory  of  the  Mayville  company  and  nearer 
its  lines  than  those  of  the  Theresa  Union  Telephone  Com- 
pany. Three  of  the  proposed  subscribers,  however,  live 
on  the  north  and  south  highway  on  which  the  Theresa  line 
is  in  operation  and  one  other  is  very  near  that  highway, 
being  a  few  rods  east  of  it  on  a  cross  road.  The  Mayville 
lines  at  present  are  all  west  of  the  north  and  south  road 
on  which  the  Theresa  line  is  built  and  if  extended  to  the 
four  subscribers  just  mentioned  these  lines  would  parallel 
the  Theresa  line  for  about  a  mile.  If  the  four  subscribers 
are  eliminated  from  the  proposed  extension  the  two  com- 
panies' lines  will  not  parallel  one  another  at  any  points 
involved  in  this  case  and  the  respective  territories  of  the 
two  companies  w^ill  be  w^ell  defined. 

The  Theresa  line  is  apparently  able  to  serve  the  four 
persons  living  on  and  near  the  highway  which  that  line 
serves  and  there  is  no  occasion  for  any  duplication  of  the 
Theresa  line  by  the  Mayville  company.  Subscribers  on 
the  Theresa  line  have  free  service  to  Mayville,  so  that  no 
toll  expense  is  occasioned  by  the  interchange  of  connection 
between  the  two  lines.  The  only  reason  given  at  the  hear- 
ing for  any  paralleling  of  the  Theresa  line  is  the  fact  that 
the  farmers  located  in  sections  3  and  34  desire  to  be  on 
the  same  line  as  their  neighbors  so  that  they  may  converse 
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without  ringing  central  office.  This  does  not  seem  to  be 
a  sufficient  reason  for  permitting  the  duplication  of  lines 
proposed  here. 

One  signer  of  the  application  for  Mayville  Rural  Tele- 
phone Company  service  resides  one  and  a  half  miles  east 
of  the  Theresa  line  and  fully  three  miles  east  of  the  nearest 
point  on  the  Mayville  line.  This  proposed  subscriber  is 
so  clearly  out  of  the  territory  of  the  Mayville  company  that 
we  do  not  presume  that  company  would  care  to  extend  to 
him  even  if  permission  were  granted.  At  any  rate,  it  does 
not  seem  possible  that  public  convenience  and  necessity  can 
require  the  extension  of  the  Mayville  line  to  serve  him. 

The  extensions  proposed  by  the  Mayville  company  west 
of  the  road  on  which  the  Theresa  line  is  operating  will  be 
permitted  to  proceed,  but  those  which  would  serve  sub- 
scribers residing  along  that  road,  on  either  side  or  east  of 
that  road,  do  not  appear  to  be  required  by  public  conven- 
ience  and  necessity. 

We,  therefore,  find  and  determine,  That  public  conven- 
ience and  necessity  do  not  require  the  proposed  extensions 
of  the  Mayville  Rural  Telephone  Company  as  described  in 
its  notice  filed  with  this  Commission  April  8, 1914,  in  so  far 
as  such  extension  would  serve  subscribers  living  along  or 
east  of  the  north  and  south  highway  running  through  the 
center  of  sections  3  of  the  town  of  Herman  and  34  of  the 
town  of  Theresa. 

Dated  at  Madison,  Wisconsin,  this  twenty-eighth  day  of 
April,  1914. 


In  re  Application  of  the  Badger  State  Telephone  and 
Telegraph  Company  for  Authority  to  Increase  Rates. 

Decided  April  29,  1914. 

Increase  In  Bates  for  Telei^nic  Service— Revision  of  Rules  and  RegalaUons. 

This  was  an  application  by  the  Badger  State  Telephone  and  Telegraph 
Company  for  authority  to  increase  its  rates  for  telephonic  service  at 
Neillsvillc  and  Oi'anton,  on  the  ground  that  the  revenue  yielded  by  the 
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existing  rates  was  insufficient  to  meet  the  demand  for  adequate  service, 
and  to  provide  for  proper  sinking  funds  and  a  fair  return   upon  the 
capital  invested.     Application  was  also  made  for  authority  to  substitute 
certain  rules  and  regulations  for  those  already  in  use. 

Valuation  of  Property — Cost  of  Reproduction — Present  Value. 

The  Commission  made  a  valuation  of  the  applicant's  property,  and 
found  that  cost  of  reproduction,  new,  and  the  present  value  of  the  prop- 
erty devoted  to  the  local,  rural,  toll  and  switching  services,  respectively. 

Excluding  from  its  calculations  all  consideration  of  the  toll  plant,  inas- 
much as  toll  rates  were  not  involved  in  the  proceeding,  the  Commission 
computed  the  operating  expenses,  depreciation  charges  and  interest 
charges  of  the  exchange  and  rural  plants,  and  estimated  the  probable 
earnings  under  the  proposed  schedule  of  rates. 

Held:  That  the  proposed  rates  should  be  approved  with  the  exception  of 
the  rate  for  rural  service,  for  which  a  rate  of  $16.00  should  be  prescribed 
in  lieu  of  the  proposed  rate  of  $18.00  provided  that  payment  for  such 
service  is  made  yearly  in  advance,  otherwise,  the  rate  of  $18.00  to  be 
effective. 

That  the  i-ates  should  be  effective  only  upon  the  installation  of  full 
metallic  circuits. 

Bules    and    Regulations — Penalties — Party   Line    Service — ^Noa-Subscriber 

Charges. 
Held:     That  the  i-ules  proposed  by  the  company  are  in  the  main  reason- 
able, but  that  the  following  modifications  should  be  made: 

1.  Penalties  for  delayed  payment  of  bills  should  be  slightly  lower  in 
amount  than  those  proposed. 

2.  The  provisions  that  the  company  should  not  hold  itself  liable  to  fur- 
nish party  line  service  unless  the  line  could  be  kei)t  full  to  its  capacity, 
should  be  rescinded. 

3.  The  provision  for  charging  non-subscribers  5  cents  per  call  for  local 
service  and  10  cents  per  call  for  rural  service,  should  be  discontinued, 
excej)t  for  service  rendered  at  pay  stations  and  over  trunk  lines  between 
exchanges. 

An  order  was  made  by  the  Commission  in  accordance  with  its  con- 
clusions.* 

Opinion  and  Decision. 

This  application  was  dated  January  2,  1914.  Applicant 
is  a  telephone  company  operating  exchange  systems  in 
Neillsville  and  Granton  and  surrounding  rural  territory 
and  operating  a  toll  system. 


Editor's  headnote. 

Digitized  by  LjOOQIC 


In  re  Appl.  of  Badgek  State  Telep.  and  Teleg.  Co.     141 
C.  L.  31] 

The  petition  enumerates  the  rates  and  rules  in  effect  as 
follows  : 

RATES. 

NeillsvilU:  Per  year 

Business  telephone,  one-party $24  00 

Residenee  telephone,  one-,  two-  and  four-party 12  00 

Rural  telephones,  first  year 15  00 

Rural  telephones  thereafter 12  00 

Extension  bells no  charge 

Long  distance  sets. $3  00 

Grant  on : 

Business  telephones 18  00 

Residenee  telephones 12  00 

Rural  telephones  12  00 

Extension  bells   no  charge 

Long  distance  sets $3  00 

For  NeillsviUe  or  Marshfield 6  00 

Service  covering  three  local  exchanges 36  00 

RULES. 

'Phones  are  installed  by  the  company  with  the  understanding  that  serv- 
ice will  be  retained  for  a  period  of  one  year,  or  else  subscriber  must  bear 
the  cost  of  installation. 

Service  for  short  periods  at  rates  to  meet  each  special  case. 

Local  service  is  offered  from  6  a.  m.  to  10  P.  M.  A  fee  of  10  cents 
will  be  charged  on  night  calls. 

Local  rural  line  service  is  free  to  subscribers  only;  if  a.  non-subscriber 
uses  this  service  a  fee  of  10  cents  must  be  collected. 

Non-subscribers  should  pay  a  fee  of  5  cents  for  local  service.  A  fee  to 
cover  the  expense  will  be  charged  for  the  removal  of  the  telephone  instru- 
ment from  its  present  location  to  another. 

Service  bills  are  payable  monthly. 

Service  will  be  discontinued  for  non-payment  of  bills. 

Subscribers  are  responsible  for  all  toll  originating  at  their  stations. 

The  subscriber  must  pay  for  all  careless  breakage  at  his  station. 

Extra  territory  rates  are  not  quoted  for  periods  of  less  than  six  months. 

Extra  territory  privileges  do  not  give  any  toll  line  privileges. 

The  reasons  set  forth  in  the  application  for  asking  for 
increased  rates  are  that  present  rates  are  insufficient  to : 

(1)  Meet  the  required  demands  for  adequate  service. 

(2)  Provide  for  the  sinking  funds  made  necessary  by  the 
public  utility  act. 

(3)  Provide  satisfactory  dividends  upon  the  capital 
invested. 
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Application  is  made  for  authority  to  abolish  all  existing 
rates  and  rules  for  exchange  service  and  establish  the  fol- 
lowing rates  and  rules  on  the  basis  of  a  combined  Neills- 
ville  and  Granton  exchange  service;  the  exchange  limits 
at  Neillsville  to  be  one  mile  from  the  central  office  and  the 
exchange  limit  at  Granton  to  be  one-half  mile  from  the 
central  office. 

In  all  cases  where  common  battery  service  is  designated, 
the  same  shall  apply  to  service  in  the  city  of  Neillsville,  and 
where  magneto  service  is  designated  the  same  shall  apply 
to  service  at  Granton. 

Rural  service  shall  be  designated  as  "  Rural  "  and  shall 
apply  to  all  stations  outside  the  regular  exchange  limits. 


[Wis. 


Business  Telephoned : 

Common  battery,  one-party,  unlimited  service. . 
Common  battery,  two-party,  unlimited  service. . 
Magrneto  (Granton)  one-party,  unlimited  service. 
Extension  sets,  in  same  building  and  for  business 

service  only,  without  listing 

Extension  bells,  in  same'  building,  ordinary  . . . 
Extension  bells,  in  same  building,  4-inch  gong.. 
Extension  bells,  in  same  building,  9-inch  gong.. 
Joint-user,  with  consent  of  subscriber  and  com- 
pany listed 

Extra  listing  in  directory,  same  firm  and  business 
Individual  line,  receiving  only 

Residence  Telephones : 

Common  battery,  one-party,  unlimited  ser\'ice.  . 

Common  battery,  two-party,  unlimited  sendee.  . 

Common  battery,  four-party,  unlimited  service.. 

Magneto  (Granton),  one-party,  unlimited  service. 

Extension  sets,  in  same  building  and  for  resi- 
dence service  only,  without  listing 

Extension  bells,  same  as  quoted  above 

Listing  non-subscriber  at  the  residence  of  a  sub- 
scriber, with  the  consent  of  the  subscriber  and 
company,  payable  quarterly  in  advance,  and 
listed   

Spring  jacks:  Subscriber  must  pay  installation 
expense.  Rate  for  three  jacks  same  as  for  an 
extension  set.     Each  additional  jack 


$30  00  per  annum 
24  00  per  annum 
24  00  per  annum 

6  00  per  annum 
1  80  per  annum 

3  00  per  annum 
9  00  per  annum 

12  00  per  annum 

1  20  per  annum 

12  00  per  annum 

18  00  per  annum 
15  00  per  annum 
12  00  per  annum 
15  00  per  annum 

4  80  per  annum 


4  00  per  annum 


1  00  per  annum 
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Rural  Telephonee: 

Unlimited  service,  outside  exchange  limits 18  00  per  annum 

Employees  Service: 

The  company  does  not  furnish  free  service  at  the  homes  of  employees. 
Service  may  be  furnished  to  employees  who  hold  responsible  posi- 
tions at  the  head  of  some  department  but  will  be  considered  as  part 
of  the  salary  earned. 

Institutions  Not  Operated  for  Profit: 

Charitable  institutions,  public  and  parochial  schools,  armory,  pub- 
lie  library,  churches  and  fraternal  societies  will  be  classed  as  and 
carry  rates  and  privileges  of  individual  line  residences,  except  as 
to  joint-user  privil^^es. 
Rates  are  quoted  for  service  extending  over  a  period  of  one  year. 
Short  term  contracts  will  be  entered  into  on  the  following  basis: 

Service  for  three  months  or  less,  50  per  cent,  of  the  annual  rate. 
Service  for  six  months  or  less,  75  per  cent,  of  the  annual  rate. 
Service  for  nine  months  or  less,  90  per  cent,  of  the  annual  rate. 
For  service  over  nine  months,  100  per  eent.  of  the  annual  rate. 
The  above  rates  are  offered  with  the  understanding  that  the  company 
has  facilities  to  provide  the  service  at  the  location  desired. 

Extension  sets  and  bells  located  outside  premises  will  be  furnished  for 
re^lar  service  at  the  above  rates  with  a  mileage  charge  of  $3.00  per 
annum  for  each  1/8  mile  or  fraction  thereof,  without  listing.  Extension 
sets  and  bells  located  out  of  doors  or  in  the  open  sheds  will  be  charged  for 
at  doub!e  the  regular  rates. 

Each  main,  party  and  rural  telephone  shall  be  entitled  to  one  listing  in 
the  directory. 

The  company  pays  the  initial  expense  of  installation.  The  subscribe 
must  pay  the  expense  of  any  subsequent  change  in  the  location  of  th^ 
telephone  instrument. 

Subscribers  may  change  from  a  higher  class  of  service  to  a  lower  by 
pajring  one-half  the  balance  due  on  the  old  contract  and  signing  a  new 
contract  for  a  year's  service  at  the  lower  rate. 

Notice  of  the  removal  of  the  telephone  instrument  shall  be  in  writing. 

Extra  Equipment : 

Extra  long  cords  for  desk  sets,  repair  charges. .  $0  10  per  foot 

Auxiliary  receivers 10  per  month 

Desk  arm  or  bracket 10  per  month 

Switches,  common,  for  extensions  or  bells 10  per  month 

Penalties : 

A  penalty  of  25  cents  will  be  collected  for  failure  to  pay  service  bill  on 
or  before  the  sixteenth  day  of  the  current  month.     This  penalty  shall 
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apply  to  each  main,  party  and  rural  -telephone.     Service  will  be  discon- 
tinued for  continued  neglect  to  pay  service  bill. 

A  deposit  or  properly  signed  guarantee  will  be  required  from  parties 
who  are  not  known  to  the  company  to  be  responsible  for  the  payment  of 
service  charges. 

The  company  does  not  hold  itself  liable  to  furnish  party  line  service 
unless  the  line  can  be  kept  full  to  capacity. 

Subscribers  who  may  wish  to  suspend  service  for  a  portion  of  the  year 
during  absence  fi*om  the  community  may  do  so  upon  payment  of  one-half 
the  regular  net  rate  for  the  period  of  suspension,  but  in  no  case  shall  an 
allowance  be  made  for  a  period  of  less  than  one  month.  In  all  cases  the 
instrument  shall  remain  in  place  without  service  and  hold  its  original  list- 
ing in  the  directory. 

Joint-user  service  shall  include  any  and  all  service  not  specified  by  the 
main  line  listing.  One  main  and  one  joint-user  may  be  served  on  one  main 
line  unless  the  main  line  subscriber  should  desire  the  joint-user  rate  to 
cover  his  own  additional  business. 

In  order  to  obtain  the  rate  allowed  charitable  and  public  institutions, 
the  applicant  must  occupy  the  entire  premises  and  use  the  service  ex- 
clusively for  the  purpose  intended.  The  institution  may  be  required  to 
furnish  a  written  guarantee  to  cover  the  above.  No  joint-user  rate  will 
be  allowed  on  this  class  of  service. 

Service  over  trunk  lines  between  central  offices  is  free  to  subscribers 
only.  If  non-subscribers  use  this  service  the  regular  toll  fee  must  be 
collected. 

If  non-subscribers  use  local  service  a  fee  of  5  cents  should  be  collected 
and  a  fee  of  10  cents  for  rural  line  service. 

Subscribers  are  responsible  for  all  toll  originating  at  their  stations. 

Subscriber  must  pay  for  all  caieless  breakage  of  material  at  his 
station. 

Hearing  was  held  at  Madison  on  February  27,  1914. 
W .  L.  Smith  appeared  for  the  applicant  and  there  was  no 
appearance  in  opposition. 

From  the  testimony  introduced  at  the  hearing  and  from 
data  submitted  by  the  utility  in  connection  with  this  case, 
as  well  as  from  the  reports  and  rate  schedules  filed  by  the 
utility,  a  number  of  facts  which  have  a  bearing  upon  the 
case  have  been  obtained. 

It  appears  that  telephone  service  was  installed  in  Neills- 
ville  about  1898  by  the  Badger  State  Telephone  Company. 
On  May  1, 1901,  that  company  was  reorganized  and  business 
continued  under  the  name  of  the  Badger  State  Telephone 
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and  Telegraph  Company.  The  present  owners  acquired 
possession  in  1903.  Since  then  a  number  of  changes  have 
been  made  in  the  Neillsville  exchange,  and  it  appears  that 
very  satisfactory  service  is  being  furnished  at  present. 
There  are  a  number  of  rural  lines,  an  exchange  in  Granton, 
and  about  100  miles  of  metallic  toll  lines. 

It  is  understood  that  Neillsville  local  subscribers  have 
the  use  of  the  Neillsville  exchange  including  connecting 
rural  lines,  at  the  exchange  rates,  and  that  a  charge  of  $6.00 
per  year  additional  is  made  for  connection  to  Granton. 
Granton  subscribers  have  the  option  of  paying  a  message 
rate  to  Neillsville  or  paying  a  flat  rate  of  $6.00  per  year 
for  the  service.  Under  the  rates  asked  for  by  the  utility, 
subscribers  would  have  free,  unlimited  service  over  trunk 
lines  connecting  central  oflSces. 

A  valuation  of  the  physical  property  was  made  by  the 
Commission  as  of  January  1,  1914.  In  this  valuation  the 
property  was  divided  among  the  local,  rural,  toll,  and 
switching  divisions.  Following  is  a  summary  showing  the 
cost  new  and  the  present  value  of  the  various  groups  of 
the  property. 
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The  division  of  the  local  and  rural  property  according 
to  the  localities  served  is  shown  in  the  following  tables : 

Neillsville  Local    N  bills  villb  Rural 


a. 

B. 
C. 

D 

Land 

Distribution  system  

Buildings  and  miscellaneous  struc- 
tures   

Exchange  equipment   

,C08t 

new 

$834 

6,576 

153 

1,633 

868 

Present 
value 
$834 

4,288 

24 

1,404 

517 

Cost 

new 

$45 

14,117 

690 

88 

911 

Preseni 
value 

$45 
10,712 

102 
75 

e. 

General  equipment   

Total 

Add   12  per  cent,  (see  note  below ) 

Total    

Paving   

Total    

Materials  and  supplies 

Total    

Xon-operating 

Total    

'Sote:  Addition  of  12  per  ce 
interest  during  construction, 

Land    

396 

$10,  064 
1,208 

$7, 067 
848 

$15, 851 
1,902 

$11,330 
1,360 

F. 
H. 

$11,272 

$11,272 
330 

$7,915 

$7,915 
214 

$17, 753 

$17,753 
684 

$12,  690 

$12, 690 
430 

J. 

$11,602 
943 

$8,129 
137 

$18,437 
136 

$13, 120 
108 

$12,545 

$8,286 

$18,573 

$13, 228 

A 

nt.  to  cover 
contingenc 

Gbanto 

Cost 

neio 

engineering,  superii 
ies,  etc. 

N  Local          Grantc 

Present            Cost 
value               new 

$506         $5,103 

2               230 

66                 30 

9               305 

itendence, 

>N  Rural 

Present 
value 

B. 
C. 

D. 

Distribution  system   

Buildings  and  miscellaneous  struc- 
tures   

Exchange  equipment   

$808 

17 

189 

22 

$3,  584 

35 
11 

E. 

General  equipment   

Total    

Add  12  per  cent,  (see  note  below) 

Total 

Paving 

Total    

Materials  and  supplies 

Total    

Xon-operating 

Total    

130 

$1,036 

$583 

$5,668 

$3, 760 

$124 

$70 

$680 

$451 

F. 

$1,  160 

$653 

$6, 348 

$4,211 

H. 

$1, 160 
60 

$653 
35 

$6, 348 
234 

$4,211 

147 

J. 

$1, 220 

$688 

$6,582 

$4,  358 

$1,220 

$688 

$6,582 

$4,358 

Note:  Addition  of  12  per  cent,  to  cover  engineering,  superintendence, 
interest  during  construction,  contingencies,  etc. 
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No  value  has  been  fixed  for  certain  rights  which  the 
company  possesses  in  various  villages.  These  all  appear 
to  be  rights  affecting  the  toll  system,  and  as  the  matter  of 
toU  rates  is  not  involved  in  this  case,  it  does  not  seem  neces- 
sary to  go  into  any  detail  regarding  the  valuation  of  the 
various  rights  involved.  The  reports  of  the  utility  for  the 
year  ended  June  30,  1913,  show  the  plant  value  of  the 
Granton  exchange  as  of  that  date  as  $7,292.55,  and  of  the 
Neillsville  exchange  as  $29,334.79.  As  these  include  the 
rural  property  it  is  clear  that  the  investment  as  shown  by 
the  company's  books  is  not  far  from  the  cost  new,  as  shown 
by  the  Commission's  valuation  of  the  physical  property. 

Interest  at  7  per  cent,  on  the  various  valuations  avail- 
able, with  the  exclusion  of  non-operating  property  from  the 
Commission's  valuation  of  physical  property,  is  as  follows: 

Neillsville  Exchange: 

On  present  value  of  $21,249 $1,487  43 

On  cost  new  of  $30,039 2,102  73 

On  book  value  of  $29,334.79 2,053  44 

Granton  Exchange: 

On  present  value  of  $5,046 353  22 

On  cost  new  of  $7,802 546  14 

On  book  value  of  $7,292.55 510  48 

Depreciation  based  on  the  cost  new  of  all  property  except 
land  and  non-operating  property  is  as  shown  below : 

Neillsville  Exchange: 

At  6%  per  cent $1,889  22 

At  7  per  cent 2,034  55 

Granton  Exchange: 

At  6^   per  cent 507  13 

At  7  per  cent ', 546  14 

From  a  consideration  of  all  the  facts,  it  appears  that  a 
fair  allowance  for  interest  and  depreciation  will  be  from 
$4,000  to  $4,100  for  the  Neillsville  exchange,  and  from 
$1,000  to  $1,050  for  the  Granton  exchange. 

The  operating  expenses,  including  taxes,  but  exclusive 
of  any  allowance  for  interest  or  depreciation,  for  the  year 
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ended  June  30,  1913,  were  $5,211.14  for  the  Neillsville  ex- 
^  change  and  $1,952.39  for  the  Grariton  exchange.  In  divid- 
ing its  operating  expenses  between  toll  and  exchange  sys- 
tems, the  utility  has  charged  central  office  expenses  entirely 
to  exchange  systems  and  has  credited  the  exchanges  with  a 
portion,  of  the  toll  earnings,  as  would  have  been  done  if 
toll  lines  were  owned  by  another  company.  Although  the 
effect  of  this  is  to  make  the  local  central  office  expenses 
appear  high,  if  the  proper  proportion  of  toll  earnings  is 
credited  to  the  exchange  systems,  the  increased  expenses 
will  be  offset  by  increased  earnings,  and  the  amount  of 
expense  to  be  borne  by  the  exchange  business  will  not  be 
affected  by  the  accounting  practice.  In  this  case  it  appears 
that  the  Granton  exchange  has  been  credited  with  25  per 
cent,  of  Badger  State  Telephone  and  Telegraph  toll  system 
earnings.  At  Neillsville  15  per  cent,  of  the  utility's  toll 
system  earnings  are  credited  to  the  exchange  system,  which 
is  the  same  percentage  which  is  obtained  on  originating 
messages  from  the  Wisconsin  Telephone  Company's  toll 
system. 

With  interest  and  depreciation  allowances  included,  the 
expenses  of  the  Neillsville  exchange  would  be  between 
$9,211.14  and  $9,311.14  and  the  expenses  of  the  Granton 
exchange  would  bfe  between  $2,952.39  and  $3,002.39. 

In  this  connection  it  should  be  noted  that  the  rural  prop- 
erty in  the  Commission's  valuation  as  of  January  1,  1914, 
includes  a  considerable  number  of  'phones  in  addition  to 
those  which  were  connected  on  July  1,  1913.  In  estimating 
revenues,  on  the  basis  of  number  of  subscribers  connected 
on  July  1,  1913,  this  should  be  taken  into  consideration,  in 
order  that  interest  may  not  be  allowed  on  an  investment 
supplying  a  larger  number  of  subscribers  than  the  number 
considered  in  estimating  the  probable  revenue. 

In  order  to  compute  the  probable  revenue  from  the  pro- 
posed rates  it  is  necessary  to  make  certain  assumptions  as 
to  the  number  of  subscribers  using  each  class  of  service. 
The  assumptions  made  in  a  statement  filed  by  petitioner 
appear  to  be  reasonable  and  are  used  here  with  some  slight 
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modifications  which  appear  necessary.    On  the  basis  of  the 
assumed  distribution  of  Subscribers  who  were  connected  on  ^ 

June  30,  1913,  the  probable  revenues  would  be : 

Neillsville  Exchange: 

Business,  one-party,  70  at  $30.00 $2,100  00 

Business,  two-party,  14  at  $24.00 336  00 

Business  extension,  1  at  $6.00 6  00 

Residence,  one-party,  50  at  $18.00.- 900  00 

Residence,  two-party,  113  at  $15.00 1,695  00 

Residence,  four-party,  50  at  $12.00 :  600  00 

Rural,  175  at  $18.00 3,150  OO 

.  $8,787  00 

Connecting  lines   280  52 

Miscellaneous    42  22 

Non-operating 118  75 

$9,228  49  • 
Rural  tolls,  night  ser%ice  —  pay  station 153  25 

$9,381  74 
Granton  Exchange: 

Business,  18  at  $24.00 $432  00 

Residence,  27  at  $15.00 405  00 

Rural,  99  at  $18.00 1,782  00 

$2,619  00 

Connecting  lines 452  84 

Miscellaneous    10  00 

Non-operating 16  50 

$3,098  34 
Night  service 6  50 


$3,104  84 

Revenues  from  such  items  as  night  service  would  not 
exist  under  the  proposed  rates,  but  as  they  would  prob- 
ably be  offset  by  revenues  from  miscellaneous  appliances, 
they  have  been  included  here  at  the  amounts  shown  for  the 
last  year. 

An  examination  of  the  facts  leads  us  to  the  conclusion 
that  the  rates  for  service  proposed  by  petitioner  should  be 
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approved  with  the  exception  of  the  rate  for  rural  service. 
In  disapproving  this  rate  we  do  not  mean  to  hold  that  the 
rate  is  higher  than  a  full  analysis  of  the  costs  would  justify, 
with  possibly  some  offsetting  reductions  in  local  rates.  It 
is  a  question,  however,  which  is  open  to  argument,  whether 
the  rural  patrons  should  be  charged  directly  with  the  full 
burden  of  fixed  charges  on  the  investment  in  rural  equip- 
ment or  whether  part  of  these  charges  should  be  borne  by 
the  classes  of  local  subscribers  who  are  reached  by  these 
rural  lines.  In  this  case,  too,  it  must  be  noted  that  sub- 
scribers on  rural  lines  have  heretofore  been  paying  only 
$12.00  per  year  and  that  an  increase  to  $18.00  per  year 
may  aflFect  both  subscribers  and  utility  seriously.  We  are 
aware  that  the  utility  has  a  relatively  heavy  investment  in 
rural  equipment,  and  that  under  the  new  rates  subscribers 
will  be  able  to  reach  both  Neillsville  and  Granton  sub- 
scribers at  the  exchange  rate,  but  a  full  consideration  of 
all  the  facts  leads  us  to  conclude  that  rates  for  rural  service 
should  be  placed  at  $16.00  per  year. 

In  approving  the  other  rates  asked  for  by  petitioner,  we 
wish  to  call  attention  to  the  fact  that  all  subscribers  will . 
be  given  unlimited  service  over  both  exchanges,  for  which 
they  must  now  pay  $6.00  per  year  in  addition  to  regular 
rates.  Also  free  night  service  is  to  be  given,  so  that  the 
proposed  increases  are  to  be  accomplished  with  decided 
increases  in  the  service  rendered.  All  lines  are  to  be 
metallic,  and  it  is  understood  that  a  harmonic  ringing  sys- 
tem is  to  be  installed. 

bules. 

The  rules  proposed  by  the  company  appear  to  be  reason- 
able, in  general,  but  there  are  one  or  two  of  them  which 
should  be  modified. 

1.  The  provision  with  regard  to  penalties  will  be  modified 
because  of  the  change  in  rural  rates  from  $18.00  per  year 
to  $16.00,  and  to  reduce  the  penalty  slightly  for  all 
subscribers. 

2.  The  provision  that  the  company  does  not  hold  itself 
liable  to  furnish  party  line  service  unless  the  line  can  be 
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kept  full  to  capacity  should  be  rescinded,  and  the  company 
should  hold  itself  in  readiness  to  furnish  party  line  service 
within  its  exchange  limits,  to  all  who  contract  for  that 
service. 

3.  We  believe  that  the  provision  for  charging  non-sub- 
scribers 5  cents  per  call  for  local  service  and  10  cents  per 
call  for  rural  service  should  be  discontinued,  except  for 
calls  from  pay  stations.  In  some  cases  such  charges  are 
proper,  but  with  a  well  developed  telephone  business  con- 
ducted at  rates  which  will  yield  a  reasonable  return,  the 
enforcement  of  such  a  charge  should  probably  be  discon- 
tinued, as  it  will  be  an  inconvenience  to  subscribers. 

Aside  from  these  three  provisions,  the  rules  proposed  by 
the  utility  appear  to  be  reasonable. 

It  is,  therefore,  ordered,  That  the  applicant  in.  this  case, 
the  Badger  State  Telephone  and  Telegraph  Company,  be 
and  the  same  is,  hereby  authorized  to  discontinue  its  pres- 
ent schedule  of  rates  for  exchange  service  and  to  substitute 
therefor  the  schedule  of  rates  asked  for  in  this  application, 
.  except  that  the  rate  for  rural  service  shall  be  $16.00  per 
year  if  paid  in  advance  during  the  first  month  of  the 
quarter.  Where  payments  for  rural  service  are  not  so 
made  the  rate  shall  be  $18.00  per  year. 

The  rates  for  local  service  shall  apply  when  payments 
are  made  on  or  before  the  fifteenth  of  the  month  for  which 
service  is  rendered.  There  shall  be  a  penalty  of  15  cents 
per  month  for  delinquent  payments  for  local  service. 

The  proposed  rules  of  the  applicant  requiring  pajrments 
from  non-subscribers  are  disapproved,  except  as  they  apply 
to  service  rendered  at  pay  stations  and  to  service  over 
trunk  lines  between  exchanges.  The  proposed  rule  pro- 
viding that  the  utility  need  not  furnish  party  line  service 
unless  lines  can  be  kept  full  to  capacity  is  disapproved. 

The  rates  as  authorized  shall  apply  only  on  full  metallic 
service  and  may  be  put  in  effect  for  such  service  for  the 
next  period  succeeding  the  date  of  this  order  for  which  bills 
are  rendered. 
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The  utility  shall  fully  inform  all  subscribers  of  the 
dianges  in  rates  and  in  the  extent  of  service  to  which  they 
are  entitled. 

.    Dated  at  Madison,  Wisconsin,  this  twenty-ninth  day  of 
April,  1914. 


In  re  Application  of  the  Ettrick  Telephone  Company 
FOR  Authority  to  Increase  Rates. 

Decided  April  29,  19 IL 

Increase  in  Bates  Granted— Uniform  Bates  for  Stockholders  and 
Non-stockholders. 

Opinion  and  Decision. 

Application  in  this  matter  was  filed  with  the  Commis- 
sion on  March  26,  1914.  Applicant  is  a  public  utility  oper- 
ating a  telephone  system  in  and  around  Ettrick,  Wisconsin. 
The  present  rates  are : 

To  stockholders,  $5.00  per  year  if  paid  during  the  first  quarter. 
To  renters,  $6.00  per  year. 

Applicant  asks  for  authority  to  substitute  for  this  sched- 
ule the  following  schedule : 

To  shareholders,  $7.00  per  year. 
To  renters,  $8.00  per  year. 

All  rentals  paid  before  April  1  of  each  year  to  be  allowed  a  $1.00 
discount. 

Hearing  was  set  for  April  21,  1914,  but  no  appearances 
were  entered. 

In  this  case  there  is  no  question  as  to  the  inadequacy  of 
the  present  rates,  if  the  utility  is  to  furnish  a  reasonable 
degree  of  service,  and  no  objection  can  be  made  to  the 
proposed  rates  on  the  ground  of  reasonableness  of  the  total 
revenue  which  will  be  derived. 

The  law,  however,  prohibits  a  utility  from  charging  a 
different  rate  to  stockholders  than  is  charged  to  non-stock- 
holders or  renters.  It  will  be  necessary,  therefore,  to  so 
amend  the  schedule  as  to  eliminate  this  illegal  feature. 
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It  is,  therefore,  ordered,  That  the  applicant,  the  Ettrick 
Telephone  Company,  be,  and  the  same  hereby  is,  author- 
ized to  discontinue  its  present  schedule  and  to  substitute 
therefor  the  following  schedule,  applicable  to  stockholders 
and  non-stockholders  alike : 

Seven  dollars  per  year  per  telephone  if  paid  during  the  first  quarter  of 
the  year  for  which  payment  is  due. 

One  dollar  per  year  as  a  penalty  when  not  paid  during  the  first  quarter. 

This  rate  and  the  penalty  must  be  applied  strictly  and 
impartially  in  order  to  avoid  illegal  discrimination. 

Dated  at  Madison,  Wisconsin,  this  twenty-ninth  day  of 
April,  1914. 


CURTISS  AND  WiTHEE   TELEPHONE   CoMPANY  V.   OwEN   TELE- 
PHONE Company. 

Decided  April  29,  1914, 

Compulsory   Physical   Connection   and  Interchange   of   Service — 
Switching  Fees. 

By  its  previous  order  *  in  this  case  the  Commission  had  directed  the 
Owen  Telephone  Company  to  re-establish  physical  connection  between  its 
lines  and  those  of  the  petitioner,  and  had  further  ordered  that  service  be 
interchanged  between  the  two  companies  upon  the  terms  which  prevailed 
prior  to  the  disconnection  of  the  lines,  namely,  a  flat  rate  of  25  cents 
per  month  or  a  message  rate  of  10  cents  per  call,  until  the  terms  for  such 
interchange  of  service  should  be  fixed  by  the  Commission. 

Cost  of  Service — Traffic  Analysis— Valuation  of  Property. 

Before  prescribing  the  switching  charges,  the  Commission  proceeded 
to  find  the  actual  cost  to  the  respondent  of  furnishing  switching  service 
to  the  petitioner,  and  for  this  purpose  made  a,  traffic  study  of  all  calls 
going  through  the  exchange  of  the  respondent,  in  order  that  a  proper  basis 
for  the  apportionment  of  the  operatore*  salaries  to  the  service  required  by 
the  petitioner  could  be  arrived  at,  and  also  made  a  valuation  of  that  part 
of  the  respondent's  poles,  wires  and  switchboard  used  by  the  petitioner, 
for  the  purpose  of  determining  what  return  the  respondent  should  have 
on  his  investment. 

The  Commission  found  that  the  cost  of  switching  the  petitioner's  line 
was  $16,81  per  year. 


*  Printed  in  Commission  Leaflet  No.  26,  at  page  1121. —  Ed. 
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Beyenne  ftom  Interchange  of  Service. 

The  Commission  further  found  that  the  rates  under  the  existing  con- 
tract between  the  parties  furnished  approximately  sufficient  revenue  to 
cover  the  expenses  of  operation  of  this  line,  but  that  the  contract  was  not 
fair  to  the  patrons  of  the  line. 

The  Commission  allowed  the  old  flat  rate  of  25  cents  per  month,  all  of 
which  was  to  be  received  by  the  respondent,  to  remain  in  force,  but  substi- 
tuted for  the  former  message  charge  of  10  cents,  of  which  the  respondent 
received  3%  cents  and  the  petitioner  6%  cents,  a  message  charge  of  5  cents, 
3  cents  of  which  was  to  be  received  by  the  respondent  and  the  remainder 
by  the  petitioner. 

Mlnlmnm  Bate. 

Held:  That  in  case  the  total  revenue  received  from  the  petitioner's  line 
for  any  one  year  amounts  to  less  than  $1.00  per  telephone  connected  with 
the  petitioner's  line,  the  difference  between  the  two  amounts  shall  be  paid 
by  the  petitioner  to  the  respondent. 

Penalty  For  Delayed  Payment. 
Held:    That  all  bills  for  switching  service  shall  be  paid  by  the  petitioner 
within  one  month  from  the  date  due  or  be  subject  to  a  penalty  of  10  per 
cent. 

Long    Distance    Galls. 
Held:     That  in  all  cases  the  same  charges  shall  be  made  for  long  distance 
service  through  respondent's  exchange  either  to  or  from  petitioner's  sub- 
scribers as  is  made  for  this  ser\^ice  to  or  from  respondent's  subscribers.* 

Supplemental  Opinion  and  Decision. 

This  decision  is  supplementary  to  a  decisionf  in  the 
above  matter  under  date  of  January  5,  1914,  in  which  the 
respondent,  the  Owen  Telephone  Company,  was  ordered  to 
make  reconnection  of  the  line  in  question  until  such  time  as 
the  Commission  could  make  further  investigation  of  the 
matter,  to  the  end  that  a  proper  basis  of  settlement  be 
determined.  The  following  is  an  extract  from  the  previous 
decision  setting  forth  various  points  brought  out  in  the 
petition  and  in  the  testimony  given  at  the  hearing  held  on 
the  matter  at  the  office  of  the  Commission  on  October  13, 
1913. 


•  Editor's  headnote. 
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"  The  petition  iu  this  matter  was  filed  September  2,  1913.  The  petition 
sets  forth  that  the  petitioner  is  suppljdng  telephone  service  in  and  around 
the  village  of  Curtiss,  and  that  the  Owen  Telephone  Company  is  engaged 
in  the  telephone  business  at  Owen,  that  a  number  of  years  ago  petitioner 
had  telephone  lines  extended  into  the  village  of  Owen,  that  when  the  Owen 
Telephone  Company  was  incorporated,  and  furnished  local  service  and 
connection  with  long  distance  lines,  the  Curtiss  and  Withee  Telephone 
Company  and  the  Owen  Telephone  Company  entered  into  an  agreement, 
the  terms  of  which  are  set  forth  in  some  detail  in  the  petition  and  in 
other  portions  of  those  proceedings,  but  of  which  the  essential  parts,  for 
the  purpose  of  this  case  were:  That  the  Owen  Telephone  Company  should 
take  over  all  the  property  of  petitioner  \vithin  the  village  of  Owen,  that 
the  Owen  Telephone  Company  shoidd  furnish  connection  to  petitioner  by 
means  of  which  petitioner's  patrons  could  reach  any  'phone  upon  the 
Owen  Telephone  Company's  system  and  also  obtain  long  distance  service, 
that  petitioner's  patrons  should  choose  one  of  two  methods  of  paying  for 
this  service,  these  methods  being  a  flat  rate  of  25  cents  per  month  or  a 
message  rate  of  10  cents  per  message,  aside  from  regular  long  distance 
tolls.  In  the  ease  of  subscribers  who  chose  to  pay  25  cents  per  month, 
the  Ow^en  Telephone  Company  received  the  entire  amount,  but,  of  the  teii 
cent  message  fees,  the  Owen  Telephone  Company  paid  two-thirds  to  peti- 
tioner. For  long  distance  service  petitioner  received  nothing  for  out- 
going messages,  but  for  the  use  of  its  lines  for  incoming  messages,  it  re- 
ceived 0%  cents  per  message. 

"  The  petition  also  shows  that  on  or  about  July  16,  1913,  the  Owen  Tele- 
phone Company  notified  the  petitioner  that  thereafter  a  charge  of  25  cents 
per  month  for  switching  ser\uce  would  be  demanded  by  it  for  each  of 
petitioner's  subscribers  and  that  the  message  rate  would  be  discontinued, 
that  if  this  demand  w^ere  not  complied  with  within  30  days,  the  connection 
between  the  lines  of  the  two  companies  would  be  cut,  that  petitioner  re- 
fused to  comply  with  this  demand  and  that  the  Owen  Telephone  Company, 
on  or  about  August  18,  191 3,  severed  the  connection. 

"  Petitioner  therefore  asks  for  an  order  requiring  the  Owen  Telephone 
Company  to  restoi^e  the  connection  and  service  between  the  lines  of  the 
parties  to  this  case,  and  fixing  the  terms  for  such  connection  and  service.'' 

The  appearances  in  this  ease  were:  A,  J.  Dillett  for  the 
petitioner,  and  John  Mo  ran  for  the  respondent. 

As  previously  stated,  the  respondent  was  ordered  to  re- 
connect the  petitioner's  line  to  the  Owen  switchboard  under 
the  terms  of  the  contract  in  force  at  the  time  of  the  discon- 
nection, this  contract  to  remain  in  force  until  such  time  as 
the  Commission  had  opportunity  to  make  a  more  thorough 
investigation  of  the  matter.    As  a  result  of  this  investiga- 


Digitized  by  LjOOQIC 


CURTISS  AND  WiTHEE  TeLEP.  Co.  V,  OwEN  TeLEP.  Co.       157 
C.  L  31] 

tion,  which  has  now  been  made,  and  through  various  parts 
of  the  testimony  in  the  case  the  following  additional  facts 
have  been  established. 

The  Owen  Telephone  Company  operates  a  telephone  ex- 
change in  the  village  of  Owen  and  from  this  exchange 
serves  the  following  patrons:  72  in  the  village  of  Owen; 
54  in  the  village  of  Withee ;  86  rural  subscribers  connected 
to  its  own  lines;  36  rural  subscribers  on  lines  owned  by 
other  companies.  The  respondent  also  has  long  distance 
connections  with  both  the  Badger  Telephone  Company  and 
the  Wisconsin  Telephone  Company.  The  **  McClure  ''  or 
**  common  return  ''  system  is  used  for  the  village  subscrib- 
ers, while  the  rural  lines  are  all  grounded.  The  petitioner 
in  this  case  is  a  mutual  company,  the  stockholders  of  which 
are  principally  farmers  who  have  organized  their  company, 
put  up  their  own  line,  and  through  the  contract  previously 
outlined  have  obtained  connection  w^ith  the  respondent's 
exchange.  The  petitioner  owns  and  operates  but  the  one 
line,  on  which  there  are  22  subscribers.  This  line  extends 
east  from  Owen  to  the  village  of  Curtiss,  in  which  village  a 
few  business  'phones  are  connected. 

From  the  testimony  in  the  case  and  through  subsequent 
statements  it  has  been  shown  that  under  the  contract  in 
force  before  the  disconnection  of  the  line  was  made,  the 
total  revenue  to  the  respondent  from  the  petitioner  was 
approximately  $21.00  for  the  year  ending  August  1,  1913, 
and  that  the  total  gross  revenue  which  the  respondent 
would  receive  under  the  proposed  flat  rate  switching 
charge  of  $3.00  per  'phone  per  year  for  every  'phone  on 
the  line  w^ould  be  approximately  $66.00  per  year.  One  of 
the  principal  items  to  be  determined,  therefore,  was  the 
actual  cost  to  the  respondent  of  furnishing  the  desired 
service  to  the  petitioner.  To  obtain  this  cost,  first,  a  traffic 
study  was  made  of  all  calls  going  through  the  exchange  of 
the  respondent  in  order  that  a  proper  basis  for  appor- 
tionment of  the  operators'  salaries  to  the  service  required 
by  the  petitioner  could  be  arrived  at;  second,  a  valuation 
was  made  of  that  portion  of  the  respondent's  poles,  wire 
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and  switchboard  that  is  used  by  the  petitioner,  for  the  pur- 
pose of  determining  what  return  the  respondent  should  ^ 
have  from  this  investment. 

TRAFFIC  STUDY. 

A  twenty-four  hour  traffic  study  was  made  on  March  26, 
1914,  at  the  Owen  exchange,  in  which  a  record  was  made  of 
all  numbers  calling  and  called  during  the  twenty-four  hours. 
Eecord  was  further  kept  of  all  **  ringback ''  or  **  reverse 
ringing ''  calls  made  on  each  line  during  the  time  that  the 
traffic  study  was  being  taken  in  order  that  some  light  might 
be  thrown  upon  the  contention  of  the  respondent  that  a 
considerable  part  of  the  operator's  time  was  taken  up  with 
the  supervision  of  the  ringback  calls  upon  the  petitioner's 
line.  The  various  steps  taken  in  the  compiling  of  this  traffic 
study  have  been  very  similar  to  those  taken  in  the  com- 
pilation of  the  study  at  Lancaster  and  Potosi,  details  of 
which  appear  in  the  decision  In  re  Application  of  Farm- 
ers' Telephone  Company  of  Beetown  for  Authority  to 
Increase  Its  Rates  and  for  Other  Relief,^  1914,  13  W.  R. 
C.  R.  566.  Only  the  summary  of  the  study  therefore  will  be 
given  here,  which  is  as  follows : 
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SUMMARY    OF    TRAFFIC    STUDY  —  OWEN    TELEPHONE    COMPANY. 

March  26,  1914. 


Percent, 

Total 

of  oper- 
ator's 

Percent. 

per  cent. 

of  oper- 
ator's 

time  to 
each 

class  of 

Total 
tele- 
phones 
to  each 

time 

per 

Ule- 

phone 

to  each 

class  of 

Total 

lines  to 

each 

of  oper- 
ator's 

time  per 

line  to 

each 

class  of 

service 

service 

sertnce 

service 

service 

31.36 

72 

.44 

64 

.50 

12.75 

54 

.24 

21 

.61 

S         Designation  of  Classes  of  Service 

1.  Owen  —  local  

2.  Withee  — local 

3.  Owen    Telephone    Company  — 

rural  9.9  86         .115  8        1.24 

4.  Foreign  rural    (Thorp  &  Tis- 

dale  Line) 1.13        14         .08  1        1.13 

5.  Curtiss  and  Withee  Telephone 

Company 1.09        22  .05  1        1.09 

6.  Badger    Telephone    Company, 

toU  lines 1.65     1        1.65 

7.  Wisconsin      Telephone      Com- 

pany, toll  lines 30.02     2      15.01 

8.  Operator 12.10     

9.  Ringback 100.00     


Total 100.00 


Note. —  The  per  cent,  of  operator's  time  devoted  to  the  "  ringback  "  or 
"  reverse  ringing  "  calls  (No.  9  Class  of  Service)  has  been  charged  directly 
to  the  class  of  service  originating  such  calls,  hence  does  not  appear  sepa- 
rately in  the  above  table.  These  calls  in  this  case  have  been  weighted  at 
one-half  of  a  local  to  local  call. 

The  above  summary  shows  that  for  the  day  upon  which 
this  study  was  made  the  per  cent,  of  operator's  time  de- 
voted to  the  calls  of  the  petitioner's  line  was  1.09  per  cent. 

In  order  to  have  further  data  upon  which  to  base  judg- 
ment the  respondent  was  requested  by  the  Commission  to 
keep  a  record  of  all  calls  over  the  petitioner's  line,  both 
the  ringback  calls  and  those  going  through  the  central  office, 
for  the  two  days,  April  9  and  10,  1914.  The  result  of  this 
record  indicates  that  the  per  cent,  of  operator's  time  given 
to  this  line  is  probably  somewhat  higher  than  is  shown  by 
the  traffic  study  made  by  the  Commission. 
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From  all  the  data  at  hand  it  would  seem  fair  to  allow 
1.75  per  cent,  to  cover  this  item,  and  this  part  of  the  oper- 
ator's  yearly   salary  will  be   considered   as   an   expense 
chargeable  to  the  petitioner 's  line. 

Valuation  of  Physical  Property. 
A  small  amount  of  the  respondent's  physical  property 
is  used  by  the  petitioner.  A  reasonable  return  upon  the 
value  of  this  property  and  the  cost  of  operation  and  main- 
tenance of  same  will  be  allowed  the  respondent.  The  ap- 
portioned value  of  this  property  is  as  follows : 
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Expense  Chargeable  to  Switching  op  Cubtiss  and  Withee  Telephone 

Company's  Line. 
Total  operating  labor  —  $672. 

1.75  per  cent,  of  $672 $11  76 

Central  office  operation  and  maintenance: 

One  line  at  50  cents  per  line 50 

Wire  plant  operation  and  maintenance: 

%  mile  at  $12.00  per  mile 3  00 

Interest  at  7  per  cent,  on  $8.50 59 

Depreciation  at  7  per  cent,  on  $13.75 96 

Total  Expense   ; $16  81 

The  cost  of  keeping  a  record  of  message  rate  calls  is  included  here, 
being  provided  for  by  the  weighting  factor  applied  to  these  calls. 

Note. —  It  would  seem  that  $8.50  is  a  fair  value  of  the  property  upon 
which  the  respondent  should  be  allowed  a  return. 

Eevenue  from  Line. 
•As  has  been  previously  stated,  the  total  return  from  the 
petitioner's  line  for  the  year  ending  August  1,  1913,  was 
approximately  $21.00.  During  this  year,  according  to  a 
statement  submitted  by  the  respondent,  there  was  a  total 
of  $14.00  collected  from  the  flat  rate  charge  of  $3.00  per 
telephone  per  year  and  $7.00  from  toll  charges.  Taking  all 
of  the  facts  into  consideration  it  would  seem  that  the  re- 
spondent has  been  receiving  under  the  existing  contract 
approximately  suflScient  revenue  from  this  line  to  cover  the 
expense  of  its  operation. 

The  next  step  is  to  look  into  the  merits  of  the  contract 
between  the  two  companies  under  which  they  are  at  pres- 
ent operating.  The  essential  features  of  this  contract,  so 
far  as  revenues  are  concerned,  are  as  follows:  the  peti- 
tioner's patrons  have  the  option  of  paying  to  the  respond- 
ent $3.00  per  year  as  a  flat  rate  switching  charge  which 
entitled  them  to  free  in  and  out  calls  through  the  respond- 
ent's exchange,  all  of  which  revenue  is  retained  by  the 
respondent;  or,  they  may  pay  for  each  call  through  the 
respondent's  exchange  at  10  cents  per  call,  the  revenue 
Irom  each  call  in  this  case  being  divided  3%  cents  to  the 
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respondent  and  6%  cents  to  the  petitioner.  All  calls  from 
the  respondent's  subscribers  to  the  petitioner's  subscribers 
are  free. 

Such  a  schedule  does  not  seem  to  be  entirely  fair  to  the 
various  patrons  of  the  petitioner's  line.  The  exaction  by 
the  petitioner  of  a  6%  cents  charge  on  each  call  seems  some- 
what exorbitant  for  the  service  rendered  by  the  petitioner 
to  its  patrons.  It  is  believed  that  a  five  cent  message 
charge,  divided  3  cents  to  the  respondent  and  2  cents  to  the 
petitioner,  will  be  a  more  proper  charge,  and  will  work  to 
the  better  interests  of  the  patrons  using  the  message  rate 
service.  In  its  other  aspects  the  present  arrangement,  with 
slight  modification,  as  indicated  in  the  following  order, 
seems  to  meet  the  needs  of  the  situation. 

Now,  therefore,  it  is  ordered,  That  the  Owen  Telephone 
Company,  respondent  in  this  case,  continue  to  furnish  tele- 
phone service  to  the  Curtiss  and  Withee  Telephone  Com- 
pany, petitioner  on  the  following  basis : 

1.  No  charge  shall  be  made  for  calls  from  subscribers 
connected  to  the  respondent's  exchange  at  Owen  to  the 
petitioner's  subscribers.  The  cost  of  this  service  is  con- 
sidered to  be  included  in  the  regular  rates  paid  by  those 
subscribers. 

2.  The  petitioner's  subscribers  may  have  the  option  (a) 
of  paying  to  the  respondent  a  flat  rate  of  $3.00  per  year 
per  telephone  and  be  entitled  to  unlimited  service  through 
the  respondent's  exchange  to  subscribers  connected  directly 
with  that  exchange;  or  (b)  of  paying  a  five  cent  toll  charge 
for  each  call  sent  through  respondent's  exchange  to  sub- 
scribers connected  directly  with  that  exchange.  The  divi- 
sion of  the  toll  charge  between  the  two  companies  shall  be 
3  cents  to  the  respondent  and  2  cents  to  the  petitioner. 

3.  The  petitioner's  patrons  shall  elect  the  class  of  service 
desired  for  periods  of  not  less  than  six  months. 

4.  Statements  covering  the  amounts  due  the  respondent 
for  the  flat  rate  switching  service  and  tolls  shall  be  sub- 
mitted by  the  respondent  to  the  petitioner  at  regular  inter- 
vals, preferably  every  quarter  year,  and  shall  be  paid  by 
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the  petitioner  within  one  month  from  date  due  or  be  subject 
to  a  penalty  of  10  per  cent,  of  the  unpaid  portion  of  the  bill. 
The  statement  of  the  respondent  covering  the  amount  of 
toll  charges  shall  be  itemized,  showing  for  each  call  the 
name  of  party  making  call,  name  of  party  called,  date  of 
call  and  whatever  additional  information  is  necessary  to 
make  the  charge  clear. 

5.  Charges  for  long  distance  service  through  respond- 
ent's exchange  either  to  or  from  petitioner's  subscribers, 
s^hall  in  all  cases  be  the  same  as  the  charges  made  for  this 
service  to  or  from  respondent's  subscribers. 

6.  In  case  the  total  revenue  received  by  respondent  from 
petitioner's  line  for  any  one  year  amounts  to  less  than  $1.00 
per  telephone  connected  to  petitioner's  line,  the  difference 
between  the  two  amounts  shall  be  paid  by  the  petitioner 
to  the  respondent. 

Dated  at  Madison,  Wisconsin,  this  twenty-ninth  day  of 
April,  1914. 


In  the  Matter  of  the  Application  of  the  Ripon  United 
Telephone  Company  for  Authority  to  Increase  Its 
Rates. 

Decided  AprQ  30,  1914, 

Increase  in  Bates  upon  Installation  of  Oommon  Battery  System — Issuance 
of  Stock — Valuation  of  Property— Allowance  for  Depreciation. 

This  was  an  application  by  the  Ripon  United  Telephone  Company  for 
authority  to  issue  additional  capital  stock  to  provide  for  the  increased 
capitalization  necessary  for  the  installation  of  a  common  battery  system 
in  lieu  of  the  existing  magnetoi  system,  for  permission  to  increase  rates 
and  to  abolish  certain  existing  charges.  It  appeared  that  the  value  of  the 
company's  plant,  as  previously  found  by  the  Commission,  was  $25,800,  that 
additions  properly  chargeable  to  capital  in  the  amount  of  $3,986.21  had 
been  made,  that  the  estimated  cost  of  improvements  would  be  about 
$15,623,  of  which  about  $5,000  would  be  pix)perly  a  replacement  charge, 
leaving  $10,625  to  be  provided  for  by  the  sale  of  additional  capital  stock. 
The  Commission  accordingly  found  that  the  company  should  be  allowed 
to  earn  a  fair  return  on  a  valuation  of  approximately  $40,500. 

It  further  appeared  that  the  annual  gross  income  for  the  previous  year, 
after  deducting  ordinary  operating  expenses,  taxes  and  an  allowance  of 
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7  per  cent,  for  depreciation,  was  $3,195.70,  of  which  $2,608  was  paid  out 
in  dividends  and  $587.70  carried  to  surplus.  The ,  Commission  found  that 
by  the  abolition  of  certain  special  charges  for  rural  service,  the  income 
would  be  reduced  by  approximately  $600  per  year,  in  which  case  the  com- 
pany would  have  an  amount  insufficient  to  provide  completely  for  operat- 
ing expenses,  depreciation,  taxes  and  interest  even  on  its  present  invest- 
ment. The  Commission  held  that  some  increase  in  rates  should  be  allowed, 
bat  that  the  required  revenue  was  not  as  great  as  that  which  would  result 
from  the  rates  proposed  by  the  company.  The  Commission  accordingly 
prescribed  a  schedule  of  rates  which,  in  its  opinion,  would* be  adequate 
to  pay  all  operating  expenses,  ^ned  charges,  return  on  investment,  and 
leave  a  slight  surplus,  but  provided  that  this  schedule  of  rates  shouM  be 
effective  only  upon  the  complete  substitution  by  the  company  of  a  com- 
mon battery  system  for  the  magneto  system. 

Abolition  of  Certain  BTistlng  Oliarges  for  Bnral  Seryica. 

It  appeai*ed  that  the  company  furnished  its  rural  subscribers  communi- 
cation with  the  city  subscribers  without  additional  charge,  whereas  it  im- 
posed a  charge  of  10  cents  per  message  for  communication  between  a  city 
telephone  and  a  rural  telephone,  or  in  lieu  of  this  message  charge,  caused 
its  city  subscribers  to. pay  a  flat  rate  of  25  cents  a  mile  for  imlimited 
service  to  the  rural  lines. 

Held:  That  this  message  and  flat  rate  charge  to  city  subscribers  for  the 
use  of  rural  lines  should  be  abolished.* 

Opinion  and  Decision. 

This  application  was  filed  on  the  twelfth  of  March,  1914. 
It  states  that  the  petitioner  is  a  public  service  corporation 
organized  under  the  laws  of  the  State  and  engaged  in  the 
business  of  furnishing  telephone  service  from  its  exchange 
in  Ripon  to  the  residents  of  that  city  and  of  the  surround- 
ing territory  within  an  area  of  seven  miles  radius. 

The  company  is  the  successor  of  the  Ripon  Telephone 
Company  and  of  the  Ripon  Rural  Telephone  Company, 
having  purchased  the  property  of  those  concerns  in  June, 
1912.  At  that  time  a  valuation  of  $25,800  was  placed  on 
the  property  by  this  Commission. 

The  petition  states  that  the  system  of  the  company  is 
what  is  known  as  a  magneto  system,  and  a  considerable 
portion  of  the  plant  and  equipment  within  the  city  of  Ripon 


•  Editor's  headnote. 
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and  almost  the  entire  rnral  system  is  what  is  known  as 
**  metallic."  It  is  the  plan  of  the  management  to  change 
the  city  system  over  to  the  common  battery  system.  To  do 
this  will  require  the  investment  of  considerable  additional 
capital,  and  the  company  asks  for  the  authority  to  issue 
additional  capital  stock  to  provide  for  the  increased  capi- 
tal and  for  permission  to  increase  their  rates  50  cents 
on  business  'phones  and  25  cents  on  residence  'phones,  and 
to  abolish  certain  existing  charges  for  service  from  the  city 
to  rural  subscribers.  Hearing  was  held  at  the  office  of  the 
Railroad  Commission  on  April  6,  1914,  S.  M.  Pedrick, 
secretary,  and  E.  W.  Barnes,  manager  of  the  company,  ap- 
peared for  the  applicant.  No  appearances  were  made  for 
the  opposition. 

The  local  rates  of  the  company  on  file  with  the  Commis- 
sion are  as  follows: 

Single  line  business  'phone 8  00  per  month 

2-party  line  business  'phone 1  75  per  month 

3-or  more-party  line  business  'phone 1  50  per  montii 

Extensiion  set  business  'phone 1  00  per  month 

Single  line  residence  'phone 1  50  per  month 

2-party  line  residence  'phone 1  25  per  month 

3-or  more-party  residence  'phone 1  00  per  month 

Extension 50  per  month 

In  addition  to  these  rates  the  company  imposes  a  charge 
of  10  cents  per  message  for  communication  from  the  city 
to  any  of  its  rural  'phones,  or,  in  lieu  of  this  message 
charge,  city  subscribers  may  pay  a  flat  rate  of  25  cents  per 
month  for  unlimited  service  to  the  rural  lines.  This  addi- 
tional charge  for  service  from  the  city  to  the  rural  lines  the 
company  proposes  to  abolish  if  the  increase  in  rates  asked 
for  is  allowed.  The  company's  report  shows  it  to  have 
approximately  three  hundred  rural  patrons.  No  addi- 
tional charge  is  made  to  these  patrons,  it  seems,  for 
communications  to  city  subscribers.  If  the  rural  calls  to 
the  city  subscribers  are  to  be  regarded  as  exchange  busi- 
ness generally,  it  is  only  fair  to  regard  the  converse  of 
these  calls,  i.  e.,  from  city  subscribers  to  the  rural  lines,  as 
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part  of  the  general  exchange  bufiiness  also,  to  be  paid  for 
at  regular  exchange  rates.  It  is  considered,  therefore,  that 
this  message  and  flat  rate  charge  to  city  subscribers  for  use 
of  the  rural  lines  of  the  company  should  be  abolished,  as 
suggested  by  the  applicant. 

It  was  testified  at  the  hearing  that  the  company  had  had 
an  engineer  of  the  Wisconsin  Telephone  Company  make 
an  estimate  of  the  cost  of  the  desired  improvements.  This 
engineer  made  a  survey  of  the  situation  and  arrived  at  the 
conclusion  that  the  cost  of  the  necessary  equipment  to  place 
the  city  subscribers  upon  a  common  battery  system  and 
the  rural  subscribers  on  a  magneto  system  would  be  about 
$16,125.  This  figure,  the  manager  of  the  company  believes, 
can  be  reduced  by  about  $4,000,  leaving  the  total  cost  of 
equipment  at  about  $12,125.  It  is  estimated  that  the  build- 
ing proposed  to  be  erected  to  accommodate  the  central  office 
will  cost  $3,500.  Thus  the  entire  cost  of  the  improvements 
is  estimated  by  the  management  to  be  about  $15,625,  the 
salvage  from  the  equipment  now  in  use  being  expected  to 
be  sufficient  to  take  care  of  the  expense  of  making  the 
change.  Some  portion  of  the  new  equipment  being  in  the 
nature  of  replacement  of  equipment  now  in  use,  a  part  of 
the  cost  will  properly  be  credited  to  depreciation  and  paid 
for  out  of  the  depreciation  reserve  fund.  The  central  office 
equipment  now  in  use,  of  a  value  of  about  $1,500,  and  wire 
plant  and  other  equipment  of  an  estimated  value  of  about 
$3,500,  are  thought  to  be  correctly  regarded  as  deprecia- 
tion. Deducting  this  amount  from  the  total  cost  of  the 
improvements  leaves  $10,625  to  be  provided  for  by  the  sale 
of  additional  capital  stock. 

The  value  of  the  property,  including  a  reasonable  al- 
lowance for  cost  of  developing  the  business,  was  placed 
at  $25,800  in  July,  1913.  The  company  was  permitted  to 
issue  stock  on  the  basis  of  this  value.  While  the  value 
placed  upon  a  property  for  purposes  of  purchase  or  the 
issuance  of  stock  may  not  be  identical  with  the  value  that 
should  be  allowed  for  the  purpose  of  computing  a  fair  value 
for  rate  making  purposes,  it  appears  that  the  amount  al- 
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lowed  by  the  Commission  in  this  instance  may  fairly  be 
taken  as  the  valne  as  of  that  date.  Since  then  the  company 
has  made  some  improvements  that  shonid  be  included  in  a 
valuation  as  of  the  present  time.  Additions  to  the  wire 
plant  have  been  made  at  a  cost  of  $1,106.92.  New  phones 
have  been  placed,  which,  including  wiring  and  installing, 
have  cost  approximately  $1,203.26,  and  land  has  been  pur- 
chased as  a  site  for  the  proposed  central  office  building  at 
a  cost  of  $1,263.03.  These  additions,  together  with  some 
minor  amounts,  bring  the  value  up  to  $29,786.21  at  the  date 
of  the  last  report.  This  together  with  the  cost  of  the  esti- 
mated improvements  will  make  the  value  upon  which  the 
company  would  be  allowed  to  earn,  approximately  $40,500. 

An  examination  of  the  income  account  as  reported  to  this 
Commission  in  June,  1913,  shows  the  total  operating  reve- 
nues for  the  fiscal  year  last  past  to  have  been  $12,595.45, 
and  the  ordinary  operating  expenses  to  have  been  $7,187.47. 
Inspecting  the  various  items  of  operating  expense  with  the 
light  of  what  data  there  is  on  hand,  they  appear  to  be  fairly 
normal.  Depreciation  was  charged  oflf  by  the  company  at 
a  rate  of  7  per  cent.,  which  is  probably  slightly  higher  than 
was  entirely  necessary.  Deducting  depreciation  and  taxes 
and  adding  the  non-operating  revenues,  the  gross  income 
from  the  year's  operation  is  found  to  be  $3,195.70,  of  which 
$2,608  was  paid  out  in  dividends  and  $587.70  passed  to  sur- 
plus. There  remains  to  be  seen  what  increases  there  must 
be  in  the  earnings  of  the  company  if  it  is  to  continue  to 
meet  operating  expenses,  pay  taxes  and  allow  adequately 
for  depreciation  and  pay  a  fair  return  upon  the  invest- 
ment. 

It  is  stated  by  the  company  that  130  subscribers  in  the 
city  are  paying  the  flat  rate  of  25  cents  per  month  for 
service  to  the  rural  lines.  The  income  from  these  amounts 
to  $390  per  year.  The  income  from  those  subscribers  who 
pay  the  10  cent  toll  charge  for  occasional  service  to  the 
rural  lines  and  from  similar  tolls  from  the  Wisconsin 
Telephone  lines  averages  $213.72  per  year.  The  abolition 
of  this  special  charge  for  rural  service  will  therefore  entail 
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a  reduction  in  income  of  approximately  $600  per  year. 
Applying  this  reduction  to  the  income  reported  for  the  last 
fiscal  year  we  find  the  total  operating  revenues  fall  to 
$11,995.45,  an  amount  insuflScient  to  provide  completely  for 
operating  expenses,  depreciation,  taxes,  and  interest  even 
on  the  investment  the  company  has  at  present.  A  fortiori 
would  it  be  insufficient  to  care  for  the  same  allowances  on 
an  increased  investment  such  as  the  improved  service  will 
require.  Some  advance  in  rates  is  therefore  necessary  if 
the  city  is  to  be  given  the  advantage  of  the  improved 
service  suggested.  But  it  does  not  appear  that  the  required 
increase  in  revenues  is  as  great  as  that  which  would  result 
from  the  increased  rates  proposed  by  the  company. 

We  cannot  foretell  what  effect  a  change  in  the  schedule 
of  rates  of  the  ^company  will  have  upon  the  class  of  service 
that  the  subscribers  elect  to  take.  It  is  probable,  however, 
that  there  will  be  some  changes  from  single  party  to  two- 
or  more-party  service  following  a  readjustment  of  the 
schedule.  We  do  not  anticipate  that  the  number  of  changes 
will  be  so  great  as  to  seriously  disturb  the  accuracy  of 
the  estimates  we  have  made,  especially  since  the  data  that 
we  have  at  hand  as  to  the  number  of  installations  is  that 
submitted  by  the  company  in  its  last  report,  and  does  not 
take  into  consideration  the  additional  installations  made 
since  that  time.  The  following  table  shows  the  rates  that 
are  considered  sufficient  to  meet  the  requirements  of  the 
proposed  improved  service. 

Business:  Rate  Increase  Amount 

Single  party    $2  50  $0  50  $156 

2-party 2  00  25  15 

3-  or  more-party 1  75  25  261 

Extension  set 100           

Residence: 

Single   party    1  75  25  51 

2-party 1  50  25  33 

3-  or  more-party 115  15  621 


Extension  set 50 


Total   additional   revenue $1,137 
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Deducting  the  revenue  at  present  derived  from  the  class 
of  service  previously  spoken  of  which  is  to  be  abolished, 
and  adding  the  revenue  to  be  derived  from  the  increases  in 
rates  herein  proposed,  the  total  operating  revenues  of  the 
company  would  amount  to  $13,132.45.  The  ordinary  oper- 
ating expenses  for  the  past  fiscal  year,  plus  an  allowance 
for  depreciation  at  614  per  cent,  on  the  value  of  the  prop- 
erty at  present  in  use  and  on  the  estimated  cost  of  the  im- 
provements proposed,  and  plus  taxes  as  already  paid  for 
the  year  1914,  would  amount  to  $10,196.88.  A  balance 
would  thus  be  left  amounting  to  $2,935.57,  which,  adding 
the  non-operating  revenues,  gives  an  amount  available  for 
a  return  upon  investment  of  $3,101.89.  With  interest  at 
7  per  cent,  this  appears  to  be  adequate  to  pay  interest 
charges  and  have  a  slight  surplus  to  care  for  unforeseen 
contingencies. 

The  preceding  discussion  is  based  upon  the  assumption 
that  the  system  of  the  Ripon  United  Telephone  Company 
is  to  be  improved  in  the  manner  outlined  in  the  first  portion 
of  this  decision. 

It  is,  therefore,  ordered,  That  the  Ripon  United  Tele- 
phone Company  abolish  the  charge  now  made  to  city  sub- 
scribers of  25  cents  flat  rate  for  service  to  rural  lines  or 
10  cents  toll  rate  to  city  subscribers  for  service  from  the 
city  to  rural  lines. 

That,  upon  the  completion  of  the  improvements  of  the 
system  owned  by  the  said  company  by  the  substitution  of 
the  common  battery  system  for  the  magneto  system  now 
in  use  in  the  city  of  Ripon,  and  of  complete  metallic  lines 
throughout,  the  company  may  discontinue  its  present 
schedule  of  rates  and  substitute  therefore  the  following 
schedule : 
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Business  rates: 

^                        Single  party  line  $2  50 

2-party  line 2  00 

3-  or  more-party  line 1  76 

Extension  set 1  00 

Residence  rcUes: 

Single  party  line 1  75 

2-party  line 1  50 

3-  or  more  party-line 1  15 

Extension  set 50 

These  rates  as  authorized  shall  not  be  put  in  effect  until 
improvements  outlined  have  been  fully  made. 

Dated  at  Madison,  Wisconsin,  this  thirtieth  day  of  April, 
1914. 


In  the  Matter  of  the  Proposed  Extension  of  the  Line 
OF  THE  Wisconsin  Telephone  Company  in  Sections  7, 

17,  AND  18  IN  THE  ToWN  OF  RoCK,  RoCK  CoUNTY,  WIS- 
CONSIN. 

Decided  May  6,  1914, 

Public  Oonveiilence  and  Necessity — ^Xnyasion  of  Occupied  Field — ^Daplica- 
tlon  of  Facilities — ^^xtexudon  of  Lines  into  Unoccupied  Territory. 

The  Wisconsin  Telephone  Company,  having  filed  notice  of  its  intention 
to  extend  its  telephone  lines  in  the  town  of  Rock  in  order  to  reach  three 
proposed  subscribers,  the  Rock  County  Telephone  Company,  which  op- 
erated local  lines  in  Rock,  filed  its  objection.  It  appeared  that  of  the 
two  proposed  subscribers  who  were  without  telephonic  service,  one  desired 
the  Wisconsin  Telephone  Company^s  ser\'ice,  while  the  other  was  indifferent 
as  to  which  sendee  was  installed.  The  third  proposed  subscriber  had 
the  sen'ice  of  the  Rock  County  company  and  desired  the  ser\'ice  of  the 
Wisconsin  company  mainly  because  one  of  his  fanns  had  the  senice 
of  the  latter  company.  It  further  appeared  that  the  Rock  County  com- 
pany had  constructed  its  line  about  two  years  previous  for  the  purpose 
of  serving  this  subscriber,  constructing'  for  his  use  about  one-quarter  of 
a  mile  of  pole  line  which  would  be  left  without  any  subscribers  should 
this  subscriber  be  transferred  to  the  Wisconsin  line. 

Held:  That  in  the  case  of  the  proposed  subscribers  who  had  no  present 
telephonic  service,  there  was  no  controlling  necessity  demanding  the  serv- 
ice of  one  company  rather  than  that  of  the  other; 
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That  the  Commission  cannot  find  as  required  by  the  statute  that  public 
convenience  and  necessity  do  not  require  the  extension  proposed  by  the 
Wisconsin  eouipany,  that  in  the  absence  of  such  finding  the  company  has« 
the  right  to  make  the  extension; 

That  so  far  as  public  convenience  and  necessity  are  concerned,  it  is 
not  the  law  that  the  older  or  larger  company  should  be  permitted  to  do  all 
the  extending  and  that  the  new  company  should  be  confined  to  its  exist- 
ing line; 

That  the  Commission  must  consider  the  situation  as  it  existed  when  the 
anti-duplication  law  became  effective,  and  when  the  situation  is  thus  con- 
sidered, it  is  usually  difficult  to  give  either  company  priority  when  both 
are  about  equally  near  unoccupied  territory; 

That  in  the  case  of  the  subscriber  who  already  had  the  objector's  serv- 
ice, the  extension  should  not  be  allowed  as  otherwise  there  would  result 
the  very  kind  of  destructive  competition  which  the  statute  was  intended  to 
prevent ; 

That  the  proper  procedure  would  be  for  this  proposed  subscriber  to  in- 
voke the  physical  connection  law; 

That  public  convenience  and  necessity  did  not  require  the  extension  of 
the  applicant's  line  for  the  purpose  of  serving  the  third  proposed  sub- 
scriber.* 

Opinion  and  Decision. 

Notice  of  the  proposed  extension  involved  in  this  case  was 
filed  with  this  Commission  by  the  Wisconsin  Telephone 
Company  April  17,  1914.  Upon  filing  of  objection  by  the 
Eock  County  Telephone  Company  the  hiatter  was  set  for 
hearing  at  Janesville.  At  the  hearing  which  was  held  May 
1, 1914,  the  Wisconsin  Telephone  Company  was  represented 
by  J.  F,  Krizek  and  the  Rock  County  Telephone  Company 
by  Ruger  and  Ruger. 

The  Wisconsin  Telephone  Company  proposes  a  lateral 
extension  from  its  existing  line  which  now  runs  on  an  east 
and  west  highway  between  the  sections  5  and  8  in  the  town 
of  Rock.  The  proposed  extension  would  run  south  on  the 
line  between  sections  7  and  8  and  between  sections  17  and 
18  to  reach  three  proposed  subscribers.  Of  these  three 
persons,  two  reside  along  the  proposed  line  in  section  7, 
and  the  third,  Mr.  Finley,  is  at  the  end  of  the  proposed  line 
in  section  18.    A  fourth  resident,  who  has  not  decided  to 
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take  telephone  service  but  is  considered  by  the  Wisconsin 
Telephone  Company  to  be  a  prospect,  lives  across  the  road 
from  Mr:  Finley  and  a  few  rods  north.  The  two  proposed 
subscribers  in  section  7  now  have  no  telephone  service ;  the 
one  farthest  to  the  north  desires  the  Wisconsin  Telephone 
service;  the  other  one  is  indifferent  as  to  which  service  is 
installed.  Mr.  Finley,  the  proposed  subscriber  farthest  to 
the  south,  nov  has  the  service  of  the  Eock  County  Tele- 
phone Company,  and  it  was  stated  at  the  hearing  that  his 
main  reason  for  desiring  the  Wisconsin  Telephone  Com- 
pany's service  was  that  he  owned  another  farm  at  about 
the  center  of  section  7,  at  which  he  had  the  service  of  the 
Wisconsin  company.  It  was  testified  that  the  Rock  County 
Telephone  Company  built  its  line  about  two  years  ago  to 
Mr.  Finley 's  residence,  constructing  for  his  use  about  one- 
quarter  of  a  mile  of  pole  line  which  would  be  left  without 
any  subscribers  at  all  if  Mr.  Finley  were  to  be  transferred 
to  the  Wisconsin  line.  Mr.  Finley  did  not  appear  at  the 
hearing  and  some  of  the  testimony  tended  to  show  that 
he  was  satisfied  with  the  Bock  County  service  and  had  no 
great  desire  for  a  change. 

The  two  proposed  subscribers  north  of  Mr.  Finley 's  resi- 
dence are  in  territory  served  by  neither  company.  There 
is  little  difference  in  the  distance  either  company  would 
have  to  build  its  line  in  order  to  reach  these  persons.  The 
northerly  one  is  a  little  closer  to  the  Wisconsin  line,  while 
the  southern  one  seems  a  little  nearer  to  the  end  of  the 
Rock  County  line  at  Mr.  Finley 's  residence.  Under  such 
circumstances  as  these,  there  does  not  seem  to  be  any  con- 
trolling public  necessity  demanding  the  service  of  one  com- 
pany rather  than  that  of  the  other.  The  thing  that  the 
statute  requires  of  this  Commission  is  a  definite  finding  that 
public  convenience  and  necessity  do  not  require  the  exten- 
sion proposed  by  the  Wisconsin  Telephone  Company,  and 
if  such  finding  is  not  made,  the  company  has  the  right  to 
make  the  extension.  Such  a  finding  cannot  be  made  in  this 
case  as  to  the  more  northerly  residences,  since  there  is 
nothing  in  the  situation  to  indicate  that  from  the  point  of 
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view  of  the  public  the  service  of  the  Wisconsin  Telephone 
Company  is  not  needed  at  the  points  in  question. 

Counsel  for  the  Rock  County  Telephone  Company  in  his 
brief  disagrees  with  the  position  just  stated  and  previous 
expressions  in  other  cases  by  this  Commission  in  regard  to 
entrance  of  companies  into  unoccupied  territory.  It  is  his 
position,  as  we  understand  it,  that  where  one  company  has 
been  long  established  in  a  given  town  and  h^s  a  preponder- 
ating mileage  of  line  and  a  number  of  subscribers  in  that 
town,  it  should  be  the  one  to  serve  that  town;  and  that  if 
another  company  happened  to  be  operating  within  the  town 
when  the  anti-duplication  law  became  effective,  it  should  be 
permitted  to  keep  only  such  subscribers  as  it  had  and  it 
should  not  be  allowed  to  extend.  The  legislature,  it  is  true, 
made  the  town  the  unit  for  jurisdictional  purposes,  but  the 
question  of  public  convenience  and  necessity  is  not  one  that 
can  ordinarily  be  determined  by  the  location  of  town  lines. 
So  far  as  the  public  convenience  and  necessity  are  con- 
cerned, it  would  be  impossible  to  say  that  the  older  or  larger 
company  should  be  permitted  to  do  all  the  extending  within 
a  town  and  the  newer  company  should  be  confined  to  its 
existing  lines.  This  Commission  must  consider  the  tele- 
phone situation  as  it  existed  when  the  anti-duplication  law 
became  effective,  and  when  the  situation  is  thus  considered 
it  is  usually  difficult  to  give  either  company  priority  when 
both  are  about  equally  near  to  unoccupied  territory.  The 
provision  in  the  law  for  physical  connection  between  tele- 
phone companies  should  aflford  relief  from  such  incon- 
venience as  may  result  from  close  proximity  of  telephone 
lines  already  established  in  rural  districts. 

It  follows  from  what  has  been  stated  that  the  Commission 
will  make  no  finding  with  respect  to  the  Wisconsin  Tele- 
phone Company's  proposed  extension  to  the  first  two  resi- 
dences mentioned  in  the  notice,  and  the  company  will,  there- 
fore, be  authorized  by  the  operation  of  law  to  proceed  with 
the  extension  to  these  points. 

The  situation  is  quite  different  as  to  the  extension  to 
Mr.  Finley's  residence  where  the  Rock  County  Telephone 
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Company  is  already  giving  service,  and  there  is  nothing  in 
the  record  to  indicate  that  the  service  is  not  reasonably 
adequate.  The  shifting  of  Mr.  Finley  from  the  Eock 
Connty  to  the  Wisconsin  line  would  make  about  one-quarter 
of  a  mile  of  the  Rock  County  pole  line  useless.  The  case 
here  is  not  one  of  unoccupied  territory  into  which  either 
company  may  with  equal  propriety  be  allowed  to  enter. 
The  very  kind  of  destructive  competition  which  the  law 
was  intended  to  prevent  would  result  if  actual  transfer  of 
subscribers  from  one  company  to  another  for  such  reasons 
as  appear  in  this  case  were  to  be  permitted.  As  we  have 
intimated  above  the  physical  connection  law  can  be  called 
into  operation  to  obviate  the  difficulty  caused  by  Mr. 
Finley 's  owoiership  of  two  farms  on  one  of  which  the  Wis- 
consin Telephone  Company's  instrument  is  now  installed. 
As  a  matter  of  fact  there  is  now  pending  before  this  Com- 
mission a  proceeding  having  for  its  object  the  establishing 
of  physical  connection  between  the  Wisconsin  Telephone 
Company  and  the  Rock  County  Telephone  Company  at 
Janesville,  and  this  case  will  soon  be  decided.  The  evi- 
dence presented  satisfies  us  that  public  convenience  and 
necessity  do  not  require  the  extension  to  Mr.  Finley 's 
residence. 

As  to  the  other  residence  near  Mr.  Finley,  at  which  there 
is  no  certainty  that  any  telephone  service  at  all  is  desired, 
it  would  seem  that  its  close  proximity  to  Mr.  Finley 's  house 
would  make  the  Rock  County  line  the  logical  one  to  be  ex- 
tended, if  an  extension  is  to  be  made.  The  evidence  is  very 
vague,  however,  as  to  the  needs  and  intentions  of  Mr.  Mulli- 
gan, the  occupant  of  this  residence,  and  therefore  for  the 
present  the  Commission's  findings  will  be  to  the  effect  that 
no  extension  of  the  Wisconsin  Telephone  Company's  line 
south  of  the  southern  boundary  of  sections  7  and  8  of  the 
town  of  Rock  is  required  by  public  convenience  and 
necessity. 

TFe,  therefore^  find  and  determine^  That  public  con- 
venience and  necessity  do  not  require  the  extension  of  lines 
of  the  Wisconsin  Telephone  Company  in  the  town  of  Rock, 
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Rock  County,  Wisconsin,  in  the  manner  proposed  in  its 
notice  filed  with  this  Commission  April  17, 1914,  in  so  far  as 
such  extension  is  proposed  to  proceed  south  of  the  southern 
boundary  of  sections  7  and  8  of  said  town  of  Rock. 

Dated  this  sixth  day  of  May,  1914,  at  the  office  of  the 
Railroad  Commission  of  Wisconsin,  in  the  Capital,  at 
Madison,  Wisconsin. 


E.  D.  McGowAN  V.  Rock  County  Telephone  Company  and 
Wisconsin  Telephone  Company. 

Decided  June  2,  1914. 
OompulBory  Physical  Oomactkin. 

This  was  a  petition  by  a  resident  of  Janesville  asking  that  the  Wiscon- 
sin Telephone  Company  and  the  Rock  County  Telephone  Company  be 
required  to  establish  full  physical  connection  between  the  toll  systems  of 
each  company,  between  the  exchange  systems  of  each  company  and  be- 
tween the  toll  and  exchange  systems  of  each  company.  The  Wisconsin 
Telephone  Company  resisted  the  granting  of  the  petition. 

It  appears  that  the  Rock  County  Telephone  Company  was  established 
in  oppositicm  to  the  Wisconsin  company  and  was  controlled  by  local 
capital.  Both  companies  furnish  local  and  long  distance  service  within 
the  State  either  entirely  over  their  own  lines  or  over  their  own  lines  and 
those  of  associated  companies.  As  to  toll  business,  the  advantage  in 
number  of  stations  was  decidedly  with  the  Wisconsin  company,  while  the 
Rock  County  company  had  a  slight  advantage  locally.  The  only  connec- 
tion between  the  two  companies  was  that  the  W^isconsin  company  had  a 
Rock  County  company  telephone  installed  in  its  office.  The  Wisconsin 
company  refused  to  transmit  over  the  lines  of  the  Rock  County  company 
messages  coming  over  its  own  lines  for  parties  who  were  subscribers  of 
the  Rock  County  company  but  not  of  the  Wisconsin  company,  and 
merely  used  the  Rock  County  company  telephone  to  notify  the  party  called 
to  go  to  a  Wisconsin  company  telephone  in  order  to  communicate  with  the 
party  calling.  Physical  connection  was  admitted  to  be  mechanically  feas- 
ible and  it  a]»peared  that  such  connection  would  greatly  increase  the  value 
of  the  service  to  the  subscribers  of  both  companies  and  would  facilitate 
long  distance  communication  and  decrease  the  cost  of  handling  the  same. 

Oonatltutioiiality  of  Statute. 

Held:  As  to  the  constitutionality  of  the  statute  and  the  jurisdiction 
of  the  Commission,  that  the  Commission  had  already  fiUly  expressed  its 
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views  in  the  case  of  Frank  Winter  v.  The  La  Crosse  Telephone  Company 
and  Wisconsin  Telephone  Company* 

Public  Oomrenience  and  Kecaestty. 
Held:    That  public  convenience  and  necessity  require  the  establishment 
of  a  connection  between   the  respondents'  systems,  toll,   exchange   and 
rural. 

DapiiTatlan    of   FioiKgly — Maintimance    of    Status    (fao — Extra    Oliazgo 

for  Semce. 

Held:  That  in  order  that  neither  company  shall  suffer  irreparable 
loss  by  the  transfer  of  subscribers  from  one  company  to  the  other  as  the 
result  of  the  establishment  of  the  physical  connection,  a  subscriber  of  one 
company  desiring  to  be  connected  with  the  exchange  of  the  other  for  the 
purpose  of  either  local  or  toll  service  must  pay  to  the  company  of  which 
he  is  not  a  patron  a  small  charge  for  the  privilege  of  the  connection. 

That  this  charge  shall  be  adjusted  so  as  to  preserve  substantially  the 
8t€ttus  quo  of  the  two  companies. 

That  no  charge  other  than  the  cost  of  service  and  reasonable  com- 
pensation shall  be  made  to  such  subscnbers  and  patrons  as  have,  and 
could  have,  only  the  service  of  one  company  because  of  the  statute  pro- 
hibiting uneconomic  competition  and  duplication. 

Prereqnlsitas   of  Compulsory  Connection — Cost  of   Connection — ^Place   of 

Connection. 

Held:  That  public  convenience  and  necessity  require  a  physical  con- 
nection for  interchange  of  both  local  and  long  distance  business  between 
the  exchanges  of  the  Wisconsin  Telephone  Company  and  the  Rock  County 
Telephone  Company  in  the  city  of  Janesville,  that  such  connection  will 
not  result  in  irreparable  injury  to  the  owners  or  other  users  of  the  facil- 
ities of  said  companies,  and  that  it  will  not  result  in  substantial  detriment 
to  the  service  to  be  rendered  by  them. 

That  the  expense  of  making  the  physical  connection  ordered  and  the 
subsequent  maintenance  thereof  shall  be  apportioned  equally  between  the 
companies. 

That  the  details  of  making  the  connection  shall  be  left  to  the  companies, 
but  if  no  agreement  between  them  can  be  reached  as  to  the  place,  manner 
or  method  of  making  the  same  a  further  hearing  will  be  granted  and  a  sup- 
plemental order  made. 

An  order  in  accord  with  the  opinion  was  entered.! 


•  Printed  in  Commission  Leaflet  No.  18,  at  page  952. —  Ed. 
t  Editor's  headnote. 
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Opinion  and  Decision. 
The  petitioner  is  a  resident  of  the  city  of  Janesville, 
Eock  County,  Wisconsin.  He  alleges  that  in  the  city  of 
Janesville  the  Rock  County  Telephone  Company  and  the 
Wisconsin  Telephone  Company,  also  known  as  the  Bell 
Telephone  Company,  each  maintain  ail  oflSce  and  a  tele- 
phone system,  with  the  usual  equipment  for  the  transmis- 
sion of  local  and  long  distance  messages,  and  for  all  other 
telephone  service  and  purposes;  that  each  maintain  tele- 
phone toll  lines  extending  from  the  city  of  Janesville  to 
many  other  cities  and  other  places;  that  these  companies 
have  not  made  any  arrangement  for  physical  connection  as 
provided  by  law  either  between  their  local  system  or  toll 
lines  or  both;  that  they  have  refused  and  now  refuse  to 
make  such  physical  connection  as  is  provided  by  Chapter 
546  of  the  Laws  of  Wisconsin,  1911 ;  that  public  convenience 
and  necessity  require  such  physical  connection,  and  that  no 
irreparable  injury  will  result  therefrom  to  owners  or  other 
users  of  the  equipment  of  those  companies,  nor  in  any  sub- 
stantial detriment  to  the  service  to  be  rendered  by  them. 
The  petitioner  further  alleges  that  he  frequently  has  occa- 
sion to  use  one  or  the  other  of  the  toll  lines  operated  by  the 
two  companies;  that  he  is  prevented  from  so  doing  by 
reason  of  their  neglect  and  failure  to  make  such  connection 
as  provided  by  law  as  aforesaid,  and  that  petitioner  fre- 
quently has  had  calls  over  the  toll  lines  of  the  two  com- 
panies, and  especially  over  those  of  the  Wisconsin  Tele- 
phone Company,  but  that  the  operators  of  the  latter  com- 
pany refused  to  give  or  transmit  to  him  such  message  over 
the  local  telephone  lines  of  the  Rock  County  Telephone 
Company.  Wherefore  petitioner  asks  that  an  investigation 
be  made  of  the  matter,  as  provided  by  Chapter  546  of  the 
Laws  of  Wisconsin,  1911,  and  that  if,  after  investigation, 
the  Commission  shall  ascertain  that  public  convenience  and 
necessity  require  such  physical  connection,  that  no  irre- 
parable injury  will  result  therefrom  to  the  owners  or  other 
users  of  the  equipment  or  facilities  of  the  public  utilities 
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involved,  nor  in  any  substantial  detriment  to  the  service  to 
be  rendejed  by  such  owners,  or  such  public  utilities,  or 
other  users  of  such  equipment  or  facilities,  it  order  that 
such  use  be  permitted,  and  prescribe  reasonable  conditions 
and  compensations  for  such  joint  use,  and  that  such 
physical  connection  be  made  and  determine  how  and  within 
what  time  such  connection  shall  be  made,  and  by  whom  the 
expense  thereof  shall  be  borne,  and  for  such  other  and 
further  order  with  reference  to  the  matter  as  by  law  should 
be  made. 

The  respondent,  the  Wisconsin  Telephone  Company, 
answering  the  petition,  admits  the  formal  allegations 
thereof,  but  objects  and  protests  against  the  making  of  any 
investigation  or  order  therein  by  the  Railroad  Commission; 
alleges  that  petitioner  is  without  authority,  right,  or  capac- 
ity to  file  or  present  the  foregoing  petition;  that  Chapter 
546  of  the  Laws  of  1911,  pursuant  to  which  the  petition 
purports  to  be  filed,  is  in  violation  of  and  in  conflict  with 
Section  1  of  Article  IV,  Section  2  of  Article  VII,  and  Sec- 
tions 5,  13  and  22  of  Article  I  of  the  Constitution  of  Wis- 
consin, and  with  Section  10  of  Article  I,  of  the  Constitution 
of  the  United  States,  and  of  Section  I  of  the  Fourteenth 
Amendment  thereto;  that  any  order  entered  in  the  pro- 
ceedings herein,  directing  any  physical  connection,  or  deter- 
mining any  matter  in  relation  thereto  will  deny  the  Wiscon- 
son  Telephone  Company  the  equal  protection  of  the  laws, 
the  right  of  trial  by  jury,  will  deprive  it  of  its  property 
without  the  process  of  law,  or  the  payment  of  just  com- 
pensation therefor,  and  will  be  subversive  of  justice,  moder- 
ation, virtue,  and  fundamental  principles;  that,  since  the 
Wisconsin  Telephone  Company's  toll  lines  are  operated  in 
conjunction  with  toll  lines  engaged  in  interstate  commerce, 
namely,  those  owned  or  controlled  by  the  American  Tele- 
phone and  Telegraph  Company,  any  order,  requiring  physi- 
cal connection  of  respondent  company 's  toll  lines  with  those 
of  the  Bock  County  Telephone  Company,  will  affect  and 
interfere  with  interstate  commerce  and  thus  be  a  regulation 
of  interstate  commerce,  in  conflict  with  and  violation  of 
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Subsection  3  of  Section  8  of  Article  I  of  the  Constitution 
of  the  United  States ;  and  that  the  Railroad  Compiission  of 
Wisconsin  is  without  jurisdiction,  right  or  authority  in 
the  matters  herein. 

Without  waiving  its  aforesaid  objections  the  respondent, 
Wisconsin  Telephone  Company  further  alleges  that  the 
refusal  of  its  operators  to  transmit  to  petitioner  over  the 
local  telephone  lines  of  the  Rock  County  Telephone  Com- 
pany messages  coming  for  him  over  toll  lines  of  respondent 
company  was  and  is  proper  and  in  accordance  with  law; 
denies  that  if  petitioner  has  occasion  to  use  toll  lines  of 
respondent  company  at  city  of  Janesville  he  is  unable  to 
do  so  conveniently  by  reason  of  the  lack  of  physical  con- 
nection between  the  telephone  systems  of  respondent  com- 
panies ;  alleges  that  its  toll  lines  and  connections  reach  and 
give  adequate  service  to  all  of  the  various  places  served 
by  the  Rock  County  Telephone  Company  and  its  toll  lines ; 
that  the  refusal  of  respondent  companies  to  make  such 
physical  connection  as  is  sought  by  petitioner  is  proper, 
and  in  accordance  with  law;  that  public  convenience  or 
necessity  does  not  require  physical  connection  between  re- 
spondent companies  at  Janesville,  Wisconsin,  or  elsewhere ; 
that  any  such  physical  connection  cannot  be  readily  made ; 
that  it  will  result  in  irreparable  injury  to  the  owners  and 
other  users  of  the  facilities  of  respondent  companies ;  that 
it  will  result  in  substantial  detriment  to  the  service  to  be 
furnished  by  both  or  either ;  that  it  will  not  extend  greatly 
or  otherwise  the  use  of  the  telephone  systems  of  each  or 
either;  that  it  will  not  be  of  great  or  other  advantage  to 
the  community  or  to  the  subscribers  of  both  or  either ;  that 
any  such  physical  connection  as  is  sought  by  petitioner  will 
result  in  great  advantage  to  the  Rock  County  Telephone 
Company  at  serious  costs  and  detriment  to  the  Wisconsin 
Telephone  Company.    Wherefore,  the  respondent,  the  Wis- 
consin Telephone  Company,  prays   that  the  petition  be 
dismissed. 

Two  hearings  were  held.     The  first  took  place  July  2, 
1913,  at  the  capitol,  in  the  city  of  Madison;  the  second,  pur- 
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suant  to  adjonmmenty  November  5,  1913^  at  the  city  hall, 
Janesville.  E.  D.  McGowan  appeared  in  his  own  behalf; 
Edwin  S.  Mack  and  J.  F.  Krizek  appeared  for  the  Wiscon- 
sin Telephone  Company,  and  R.  Valentine  for  the  Bock 
County  Telephone  Company. 

The  objections  to  the  jurisdiction  of  the  Commission 
based  upon  the  alleged  invalidity  of  the  statute  involved  in 
these  proceedings  were  also  set  up  in  the  answer  in  the 
case  of  Frank  Winter  against  La  Crosse  Telephone  Com- 
pany et  al.*  11  W.  R.  C.  R.  748.  In  the  Winter  case,  by 
stipulation  of  the  parties,  physical  connection  of  the  two  ex- 
changes for  interchange  of  strictly  local  service  between 
the  respondent  company's  subscribers  within  the  city  was 
eliminated.  In  the  instant  case  the  fullest  connection  au- 
thorized by  the  statute  in  question  is  sought.  The  prin- 
ciples involved  in  the  Winter  case  and  in  this  case  seem 
closely  analogous.  As  the  Commission  fully  expressed  its 
views  in  the  former  case  as  to  the  proper  interpretation  of 
the  statute  and  the  fundamental. principles  underlying  the 
same  as  regards  its  administration  in  general,  further  com- 
ment upon  the  legal  question  raised  will  not  be  here  in- 
dulged except  in  so  far  as  it  may  be  necessary  in  certain 
phases  of  the  case  presented  to  advert  to  the  same. 

Janesville  is  given  a  population  of  13,694  by  the  1910 
census.  It  is  situated  on  the  main  line  of  the  Chicago  and 
Northwestern  Railway  Company  and  also  on  a  line  of  the 
Chicago,  Milwaukee  and  St.  Paul  Railway  Company.  It 
appears  that  there  are  two  telephone  companies  serving 
the  public  in  Janesville,  namely,  the  Rock  County  Tele- 
phone Company,  hereinafter  referred  to  as  the  Rock  com- 
pany, and  the  Wisconsin  Telephone  Company,  hereinafter 
referred  to  as  the  Bell  company.  Both  of  these  companies 
furnish  local  and  long  distance  service.  The  former  pro- 
vides long  distance  service  chiefly  through  its  connection 
with  other  companies  and  particularly  through  its  connec- 
tion with  the  Badger  Telegraph  and  Telephone  Company. 
The  latter  operates  an  independent  toll  line.    However,  its 


•  Printed  in  Commission  Leaflet  No.  18,  at  page  952. —  Ed. 
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bonds  and  nearly  all  of  its  stock  are  owned  by  the  Bock 
company.  When  the  bonds  become  dne,  which  will  be  about 
two  years  hence,  this  company  will  be  merged  with  the  Rock 
company.  The  latter  company  has  at  present  one  toll  line 
which  extends  between  Janesville  and  Footville  for  a  dis- 
tance of  nine  miles. 

The  toll  lines  of  the  Bell  company  located  entirely 
within  the  State  are : 

Janesville-Lake  Geneva 

Janesville-Delavan 

Janesville-Whitewater 

Janesville-Milwaukee 

Janesville-Watertown 

Janesville-Fort  Atkinson 

Janesville-Edgerton 

Janesville-Stoughton 

Janesville-Madison 

Janesville-Evansville 

Janesville-Orfordville 

Janesville-Juda 

Janesville-Monroe 

Janesville-Darlington 

Janesville-Shullsburg 

Janesville-Beloit 

It  also  has  a  line  to  Rockford,  Illinois,  and  connects  with 
the  line  of  the  American  Telephone  and  Telegraph  Com- 
pany. 

The  Rock  Company  connects  about  as  follows : 

Janesville  to  Milton,  Milton  Junction  and  Edgerton 
Janesville  to  Clinton,  Darion  and  Elkhorn 
Janesville  to  Sharon  and  Delavan,  and  points  in 

Illinois 
Through  connections  with  independent  companies 
It  also  renders  toll  service  as  follows: 

Janesville  to  Beloit  and  beyond  to  Illinois  points 
Janesville  to  Brodhead,  Monroe,  Monticello,  Argyle, 

Belleville  and  Albany 
Janesville  to  Evansville  and  Brooklyn 
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From  an  inspection  of  the  list  of  long  distance  stations 
contained  in  the  Eock  company's  directory  for  1913,  it 
appears  that  the  Rock  company  offered  connections  to 
65  exchanges  and  stations  within  the  State.  From  the  re- 
IK)rts  filed  with  the  Commission  by  the  Bell  company,  it 
would  seem  that  that  company  reaches  47  of  such  exchanges 
and  stations. 

The  Bell  company  during  the  year  ending  December  31, 
1912,  reached  297  points  within  the  State  of  Wisconsin 
from  its  Janesville  exchange.  Of  these  points  64  were 
reached  by  the  lines  of  the  Badger  Telegraph  and  Tele- 
phone Company  which,  as  has  been  stated,  is  associated 
with  the  Rock  company.  The  receipts  of  the  Bell  company 
for  such  duplicate  points,  for  originating  toll  business  for 
the  year  mentioned  were  $4,704.55,  and  the  receipts  for  the 
233  non-duplicate  points  were  $5,643.45,  making  a  total  of 
$10,548  for  that  year.  The  total  receipts  of  the  Rock  com- 
pany were  $2,618.05  during  the  year  ending  May  31,  1912, 
and  $2,379.05  during  the  year  ending  May  31,  1913. 

The  above  figures  are  not  strictly  comparable  since  they 
are  not  for  the  same  identical  period.  However,  the  com- 
parison is  close  enough  to  justify  the  conclusion  that,  as  to 
toll  business,  the  advantage  is  decidedly  with  the  Bell  com- 
pany and  doubtless  an  important  inducement  to  subscribe 
for  the  bell  'phone  is  the  long  distance  toll  service. 
Though,  as  will  be  seen,  the  Bell  company  has  a  large  num- 
ber of  local  subscribers,  in  this  respect  it  has  not  had  a 
great  disadvantage.  Upon  the  hearing  it  appeared  that 
the  subscribers  of  the  Rock  company  in  and  near  Janes- 
ville were  approximately  2,400  while  those  of  the  Bell 
company  were  1,774.  From  the  reports  filed  with  the  Com- 
mission by  the  two  companies  the  following  table  has  been 
compiled :  installation 

Business              Residence  Total 

Year                                            Rock                        Rock  Rock 

ending                                      County      Bell      County       Bell  County       Bell 

December  31,  1907 1.505     1,149 

June  30,  1909 368         335         1, 340         820  1. 708     1,  155 

June  30,   1910 440         366         1.395         835  1.8.35     1.201 

June  30,   1911 425         383         1.526         868  1,951     1,251 

June  30.   1912 4'35         427         1,557     1,137  1.992     1,564 

June  30,  1913 431         455         1, 571     1, 329  2, 002     L.784 
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This  includes  a  small  number  of  extensions.  From  the 
foregoing  it  would  seem  that  the  advantage  locally  of  the 
Rock  company  as  far  as  subscribers  is  concerned  is  not 
very  great  and  has  become  somewhat  less  in  the  last  five 
or  six  years.  On  June  30,  1909,  there  was  a  total  of  703 
business  installations  by  both  companies  and  2,160  resi- 
dence installations.  Of  the  former  the  Bell  company  had 
48  per  cent,  and  of  the  latter  38  per  cent.  On  June  30, 1913, 
the  Bell  company  had  51  per  cent,  of  the  total  business  in- 
stallations and  46  per  cent,  of  the  total  residence  installa- 
tions. In  this  connection  it  must  be  borne  in  mind  that 
the  Bell  company  entered  the  field  in  Janesville  about 
twenty  years  earlier  than  the  Rock  company.  The  direc- 
tors and  officers  of  the  latter  company  are  all  residents  of 
Janesville.  Against  the  superior  advantages  the  Bell  com- 
pany presumably  offers  for  long  distance  service,  the  Roc* 
company  opposes,  among  other  things  the  prestige  of  a 
local  concern. 

From  the  annual  reports  filed  with  the  Commission  by 
the  Bell  company  it  appears  that  it  has  incurred  a  loss  on 
its  Janesville  exchange  during  the  last  few  years.  From 
all  of  these  facts  it  would  seem  clear  that  the  competition 
between  the  two  companies  has  been  very  keen  as  well  as 
unprofitable  to  both  companies. 

On  January  1,  1913,  the  Bell  company  had  315  business 
telephones  and  113  residence  telephones  installed  in  places 
where  the  Rock  company's  'phones  were  also  installed.  At 
that  time  the  Bell  company  had  75  business  and  1,122  resi- 
dence 'phones  installed  where  the  Rock  company's  'phones 
were  not  in  use,  and  the  Rock  company  had  182  business 
and  1,305  residence  'phones  installed  where  no  Bell  com- 
pany's 'phones  were  in  use.  According  to  the  statistics  in 
hand  it  appears  that  572  subscribers  had  business  'phones 
on  that  date,  and  that  of  this  number  315,  or  55  per  cent., 
bad  both  'phones.  On  the  other  hand  there  were  2,540 
subscribers  having  residence  'phones  of  whiph  only  113,  or 
4  per  cent,  had  both  'phones. 
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In  the  transaction  of  its  business  the  Bell  company  re- 
fuses to  transmit  over  the  lines  of  the  Rock  company  mes- 
sages coming  over  its  own  lines  for  parties  who  are  sub- 
scribers of  the  Rock  company  but  not  of  the  Bell  company. 
The  only  connection  between  the  two  companies  is  that  the 
Bell  company  has  a  Rock  company  'phone  installed  in  its 
office.  When  a  call  comes  over  the  Bell  lines  for  a  person 
having  a  Rock  company's  'phone  but  not  a  Bell  'phone 
the  Bell  company  notifies  the  party  over  the  Rock  com- 
pany's 'phone  in  its  office  of  the  call.  It  then  becomes 
necessary  for  the  party  called  to  go  to  a  Bell  'phone  in 
order  to  communicate  with  the  party  calling.  The  peti- 
tioner who  has  the  'phones  of  both  companies  in  his  office, 
but  only  the  Rock  company's  'phone  in  his  residence,  testi- 
fied to  a  number  of  occasions  when  he  had  been  seriously 
inconvenienced  by  his  inability  to  communicate  from  his 
residence  with  persons  calling  him  over  the  Bell  company's 
lines. 

As  has  been  seen,  4^  per  cent,  of  the  business  establish- 
ments and  96  per  cent,  of  the  residences  had  only  the  tele- 
phone of  one  of  the  companies  on  January  1,  1913.  It  has 
also  been  noted  that  the  companies  are  not  on  a  great  dis- 
parity as  regards  either  business  or  residence  installation 
so  far  as  mere  numbers  are  concerned.  Much  of  the  testi- 
mony at  the  first  hearing,  and  practically  all  at  the  second, 
dealt  with  the  inconvenience  and  annoyance  due  to  the 
lack  of  physical  connection,  and  the  company's  refusal  to 
transmit  messages  originating  on  their  lines,  or  connec- 
tions over  those  of  the  other  company.  A  number  of  wit- 
nesses testified  to  this  inconvenience  and  a  number  of 
others  were  ready  to  testify,  but  as  such  testimony  would 
be  merely  cumulative  it  was  deemed  unnecessary  to  extend 
the  record  with  a  mass  of  cumulative  evidence.  Among 
the  witnesses  who  testified  were  two  dealers  in  leaf  tobacco, 
a  banker,  a  manufacturer  of  iron  working  machinery  and 
one  engaged  in  the  marble  and  granite  monument  business ; 
also  a  subscriber  to  one  of  the  rural  lines  of  the  Rock  com- 
pany who  is  a  heavy  buyer  and  shipper  of  live  stock,  and 
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another  who  is  connected  with  the  farmers'  line  and  en- 
gaged in  the  implement,  coal  and  grain  business.  All  the 
witnesses  testifying  had  occasion  to  make  more  or  less  use 
of  the  long  distance  service  afforded  by  the  Bell  company. 
The  substance  of  the  testimony  was  what  might  perhaps  be 
anticipated  where  two  telephone  systems  are  engaged  in 
serving  the  same  general  community  and  only  a  small  ma- 
jority of  the  business  establishments  and  a  very  small  pro- 
portion of  the  residences  have  the  'phones  of  both  com- 
panies installed,  and  where  rural  subscribers  and  those  on 
connecting  lines  of  one  company  are  often  entirely  cut  off 
from  the  service  of  the  other  company. 

In  the  Winter  case,  supra,  it  was  stated,  in  substance, 
that  to  justify  the  public  obligation  usually  imposed  by 
**  public  convenience  and  necessity  *'  there  must  be  present 
more  public  exigency  demanding  it.  It  is  inevitable  in 
such  a  situation  as  that  at  Janes ville  that  the  aggregate 
loss  of  time,  inconvenience,  and  annoyance  through  the  ab- 
sence of  such  physical  connection  as  is  here  requested  must 
be  great,  and  the  conclusion  is  equally  inevitable  that  a 
public  exigency  demands  it.  And  where,  as  here,  the  local 
subscribers  are  rather  evenly  divided  between  the  two  com- 
panies, it  is  evident  that  physical  connection  between  the 
local  systems  of  the  two  companies,  as  well  as  between  the 
local  exchanges  and  the  toll  systems  is  Called  fot.  That 
such  connection  would  greatly  increase  the  value  of  the 
service  to  the  subscribers  of  either  company  is  self-evident. 
That  the  demand  for  these  connections  both  local  and  toll, 
has  found  expression  in  numerous  instances,  was  brought 
out  in  the  testimony. 

Were  there  no  other  elements  to  this  side  of  the  question, 
the  Commission  would  be  of  the  opinion  that  physical  con- 
nection is  demanded  by  public  convenience  and  necessity. 
However,  there  is  another  important  factor  to  be  consid- 
ered, and  that  is  the  rural  subscribers  of  the  two  com- 
panies, between  whom  any  intercommunication  must  be 
much  more  of  a  problem  than  in  the  city.  From  an  inspec- 
tion of  the  Rock  County  company's  directory  for  1913,  and 
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supplement  as  of  June  1,  1913,  and  the  Bell  company's 
directory  as  of  May,  1913,  it  appears  that  the  former  com- 
pany then  had  about  342  rural  subscribers,  the  latter  about 
157.  Furthermore,  the  rural  subscribers  of  the  Rock 
County  company  are  practically  deprived  entirely  of  Bell 
long  distance  service. 

In  the  present  case  it  has  been  noted  that  the  two  com- 
panies are  almost  on  a  parity.  The  Bell  company  has  a 
somewhat  larger  proportion  of  the  business  installations, 
the  Rock  County  of  the  residence.  In  each  case  the  dis- 
parity is  comparatively  small.  The  rates  of  the  two  com- 
panies are  the  same,  except  that  the  Bell  company  has  no 
four-party  service  for  residences  and  the  Rock  County 
no  corresponding  two-party  service.  The  Bell  company 
charges  the  same  for  its  two-party  service  as  the  Rock 
County  for  its  four-party  service. 

The  Bell  company  contends  that  under  physical  connec- 
tion it  would  suffer  irreparable  loss  through  the  effect  on 
its  local  exchange.  If  the  physical  connection  were  ordered 
the  subscriber  of  one  company  who  desired  to  be  connected 
with  the  other  company's  exchange,  for  the  purpose  of 
either  local  or  toll  service,  would  be  required  to  pay  the 
company  of  which  he  was  not  a  patron,  a  small  toll  for  the 
privilege.  No  reason  is  seen  why  such  a  toll  or  charge 
could  not  be  so  adjusted  as  to  substantially  preserve  the 
status  quo  of  the  two  companies  as  far  as  any  effect  of  the 
charge  itself  should  be  concerned.  Such  a  charge,  when 
thus  adjusted,  would  not  make  it  an  economy  for  those  now 
having  suflBcient  business  to  require  the  'phones  of  both 
companies  to  dispense  with  either,  and  under  the  circum- 
stances of  this  case  it  would  perhaps  not  be  lawful  to  make 
a  charge  having  that  effect,  since  that  would  be  to  take 
private  property  without  just  compensation. 

The  toll  or  charge  for  physical  connection  would  of 
course  include  reasonable  compensation  for  additional 
costs  incurred,  on  account  of  the  physical  connection  and 
the  connecting  companies  regular  toll  charge,  if  toll  service 
were  desired,  or  whatever  should  be  worked  out  as   a 
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reasonable  charge  for  the  local  service,  if  that  were  wanted. 
On  account,  however,  of  Chapter  610  of  the  Laws  of  1913 
(amending  Section  1797m-74),  which  aims  to  avoid  un- 
economic competition  and  duplication,  it  would  seem  that 
no  charge  other  than  the  cost  of  the  service  and  reasonable 
compensation  should  be  made  to  those  rural  subscribers 
and  patrons  of  connecting  companies  who  have  and  could 
have  only  the  service  of  one  company  or  the  other  available 
to  them  under  the  foregoing  law. 

Physical  connection,  with  properly  adjusted  charges,  as 
outlined  above,  should  increase,  rather  than  decrease,  the 
earnings  of  both  companies,  since  it  would  permit  each 
company  to  retain  all  that  it  already  has,  and  also  have 
the  benefit  of  all  that  potential,  casual  business,  which 
would  not  warrant  the  installation  of  the  'phone  of  each 
company  by  the  single  individual  or  establishment,  but  the 
sum  total  of  which,  while  more  or  less  problematical,  would 
necessarily  under  the  circumstances  of  this  case,  be  at 
least  considerable. 

In  addition  to  business  of  that  nature,  the  rural  subscrib- 
ers of  each  company  and  the  subscribers  of  connecting 
companies,  must  be  considered.  The  lack  of  physical  con- 
nection between  the  two  companies  must  be  a  more  serious 
hindrance  for  many  of  these  than  for  the  subscribers  in 
the  city,  and  it  is  only  reasonable  to  suppose  that,  were  this 
connection  made,  there  would  follow  from  this  source  an 
increase  of  business  for  each  company. 

The  testimony  of  a  number  of  witnesses,  of  whom  some 
were  on  rural  lines  and  others  local  subscribers,  was  to  the 
effect  that  with  the  physical  connection  they  would  do  sub- 
stantially more  telephoning.  While  the  number  of  these 
was  necessarily  small  compared  with  the  total  possible 
numbers  involved,  the  weight  of  their  testimony  must  not 
be  unduly  underestimated  on  that  account,  since  in  no  re- 
spect was  it  evident  that  their  situation,  as  far  as  the  need 
for  this  service  was  concerned,  was  exceptional.  It  also 
seems  reasonable  to  suppose  that,  with  the  physical  con- 
nection, there  would  be  an  increase  in  the  incoming  calls, 
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since  with  the  exception  of  urgent  business  there  must  be 
some  deterrent  effect  on  those  desiring  to  call  people,  whom 
they  know  will  have  to  be  first  reached  by  messenger  serv- 
ice or  in  some  other  way,  at  more  or  less  inconvenience  to 
them  and  the  party  called. 

Another  phase  of  a  situation  like  the  present  one,  when 
there  is  no  physical  connection,  was  noted  in  the  Winter 
case,  supra,  and  that  is  the  additional  expense  of  the  delay 
in  handling  a  long  distance  call  to  a  person  on  the  other 
company's  lines  who  must  be  reached  by  messenger  or 
otherwise,  before  the  call  can  be  given.  This  additional 
expense  would,  of  course,  be  eliminated  under  physical 
connection. 

An  implied,  rather  than  direct  objection,  of  the  Wiscon- 
sin company,  was  that  the  Badger  Telegraph  and  Tele- 
phone company,  through  which  concern  the  Rock  company 
offers  most  of  its  long  distance  service,  is  a  separate  cor- 
poration and  that  therefor  an  order  directed  to  the  Rock 
company,  requiring  connection  of  toll  lines,  would  not 
affect  the  former.  This  objection  does  not  seem  fatal.  The 
secretary  and  general  manager  of  the  Rock  company 
stated,  as  has  been  noted,  that  his  company  owns  the  bonds, 
and  nearly  all  the  stock  of  the  Badger  Telegraph  and 
Telephone  Company  and  that  in  the  comparatively  near 
future  the  two  companies  were  to  be  merged.  They  are 
thus  associated  companies.  He  also  stated  that  the  Badger 
Telegraph  and  Telephone  Company  had  always  been  per- 
fectly willing  to  make  the  connection  herein  desired.  Under 
such  circumstances,  it  hardly  seems  probable  that  the  ex- 
pected full  effect  of  the  order  would  be  thus  frustrated. 
The  order  would  require  physical  connection  between  the 
two  companies  for  both  local  and  long  distance  service  and 
the  Rock  company  would  be  expected  to  make  the  long  dis- 
tance service  thus  controlled,  as  well  as  owned  by  it,  avail- 
able. However,  should  the  Badger  Telegraph  and  Tele- 
phone Company  decline  to  permit  the  connection,  it  would 
be  made  a  party  in  a  proceeding  before  the  Commission  to 
compel  the  connection. 
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At  the  time  of  the  hearing  the  exchanges  of  the  two  com- 
panies were  two  blocks  apart.  The  Bock  company's  new 
central  oflBce  is  some  distance  from  its  old  one  which  it  occu- 
pied at  the  time  of  the  hearing.  This  fact,  however,  the 
engineer  of  the  Commission,  who  submitted  a  report  bearing 
on  the  physical  aspects  of  the  case,  says  has  no  effect  on 
the  practicability  of  the  connection  beyond  the  increase  in 
cost.  In  fact  the  Bell  company's  counsel  conceded  the  pos- 
j?ibility  of  the  connection.  He  said,  *'  We  would  not  con- 
trovert the  fact  that  it  is  physically  possible  to  connect  the 
two  exchanges." 

It  appears  that  the  Bell  company  uses  Western  Electric 
transmitters  and  receivers  and  the  Rock  company  uses  the 
Kellogg  and  Sterling  Electric  Company's  switchboard. 
In  the  report  of  the  engineer,  the  conclusion  was  reached 
that  there  was  nothing  in  the  equipment  and  the  nature  of 
the  circuits  of  either  company  which  would  result  in  detri- 
ment to  either  company  by  reason  of  the  connection  and 
that  in  case  any  trouble  should  develop  it  could  be  readily 
remedied. 

Since  it  appears  that  public  convenience  and  necessity 
require  a  physical  connection  for  interchange  of  both  local 
and  long  distance  service  between  the  exchanges  of  the 
Wisconsin  Telephone  Company  and  the  Rock  County  Tele- 
phone Company  in  the  city  of  Janesville ;  that  such  connec- 
tion will  not  result  in  irreparable  injury  to  the  owners  or 
other  users  of  the  facilities  of  the  said  companies,  and  that 
it  will  not  result  in  substantial  detriment  to  the  service  to 
be  rendered  by  them,  it  follows  that  an  order  must  be 
entered  accordingly. 

The  point  of  making  the  connection  and  the  extent  of 
same  wdll  be  left  to  the  companies,  and  if  no  agreement 
between  them  can  be  reached  as  to  the  place,  manner,  or 
method  of  making  the  connections  a  further  hearing  will  be 
granted  the  parties  by  the  Commission  and  a  supplemental 
order  made  determining  the  place,  manner  and  method  of 
the  connections.  As  the  cost  of  making  the  connections 
will  not  be  great  and  the  benefits  derived  from  the  con- 
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nection  will  be  mutual  each  company  will  be  required  to 
pay  one-half  of  such  cost. 

Now,  therefore,  it  is  ordered.  That  the  Wisconsin  Tele- 
phone Company  and  the  Bock  County  Telephone  Company 
make  such  physical  connection  or  connections  between 
their  toll  lines  and  between  their  local  systems  in  the  city 
of  Janesville  as  is  required  for  the  furnishing  of  toll  line 
and  local  service,  including  rural  service,  to  the  subscribers 
of  each  company  at  the  stations  installed  in  their  residences 
and  places  of  business  over  the  toll  lines  and  local  lines, 
including  rural  lines,  of  the  other  company.  It  is  further 
ordered  that  the  expense  of  making  such  physical  connec- 
tion or  connections  and  the  subsequent  maintenance  thereof 
be,  and  the  same  is,  hereby  apportioned  equally  between 
said  companies. 

Thirty  days  is  deemed  a  reasonable  time  within  which 
the  companies  shall  comply  with  this  order. 

Dated  at  Madison,  Wisconsin,  this  second  day  of  June, 
A.  D.  1914. 
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NOVA  SCOTIA. 

Board  of  Commissioners  of  Public  Utilities. 

In  the  Matter  of  an  Application  by  the  Maritime  Tele- 
graph AND  Telephone  Co.,  Ltd.,  for  Approval  of  a 
Special  Rate  to  be  Known  as  the  ^*  Pony  Farmers  '^ 
Line  Rate. 

In  the  Matter  of  the  Complaint  of  Arthur  S.  Burgess, 
OF  Canning,  N.  S.,  v.  the  Maritime  Telegraph  and 
Telephone  Co.,  Limited. 

In  the  Matter  of  Henry  B.  Hicks,  et  al,  of  Bridgetown, 
N.  S.,  V.  THE  Maritime  Telegraph  and  Telephone 
Co.,  Limited. 

Bedded  December  5,  1913, 

The  above  application  and  complaints  gave  rise  to  a  full  investig^ion 
into  the  telephone  service  in  the  Province  of  Nova  Scotia,  involving  a 
consideration  of  central  office  areas^  the  classification  of  exchanges,  and  the 
basis  of  long  distance  and  local  tolls. 

Establlsliment  of  Arbitrary  Exchange  Areas-  ETchange  Service 
and  Toll  Service. 

Held:  That  the  area  to  be  served  by  a  central  office  should  be  fixed 
arbitrarily  by  the  Board.  Economical  service  requires  that  separate  com- 
munities should  be  served  by  separate  central  offices  and  that  those  who 
wish  telephone  connection  with  an  adjoining  community  should  pay  extra 
for  the  extra  service. 

Shape  and  Extent  of  Exchange  Area — ^Location  of  Central  Office^ 
Overlapping  Areas. 

Held:  That  circular  exchange  areas,  ten  miles  in  diameter,  cover- 
ing about  seventy-nine  square  miles,  will  best  meet  the  needs  of  the 
Province  under  ordinary  geographical  conditions  and  that  the  proper  loca- 
tion for  the  central  office  is  the  center  of  the  circle.  When  the  central 
office  is  not  so  located,  the  Board  will  fix  a  point  which  for  all  purposes 
shall  be  deemed  to  be  the  center  of  the  area  and  from  which  all  mileage 
shall  be  figured.  Where  two  or  more  areas  overlap,  a  subscriber  located  in 
the  common  territory  may  choose  the  exchange  with  which  he  desires 
connection  or  may  be  connected  with  both  or  all  at  the  regular  rate  for 
such  service. 

192 


Digitized  by  LjOOQ IC 


Application  by  Maritime  Teleg.  and  Telep.  Co.     193 
(\  L.  o\] 

Classification  of  Exchanges — ^Bates  and  Hours  of  Service. 

Held:  That  exchanges  should  be  classified  so  that  the  rates  charged 
and  hours  of  service  shall  be  the  same  under  similar  conditions;  that  a 
classitication  based  on  the  number  of  subscribers  connected,  including  sub- 
sen  bers  of  connecting  companies  on  a  flat  rate  basis,  is  the  most  ecjuitable 
for  the  purpose  of  fixing  rates;  that,  as  to  hours  of  ser\ice,  there  should 
be  four  classes  of  service. 

That  subscribers  located  within  the  "exchange  area  but  at  a  distance  of 
more  than  one  mile  from  the  central  office  must  pay  mileage  rales  in  addi- 
tion to  the  flat  rate. 

I«ocal  Toll  Service — Cliarges  between  Exchanges. 

Held:  That  a  charge  additional  to  the  flat  rate  must  be  allowed  for 
loca!  toll  sen-ice  into  an  adjoining  exchange  area  but  the  Board  is  not 
prepared  to  apply  to  messages  between  adjoining  exchanges  the  principles 
governing  long  distance  messages,  the  cost  of  maintenance  for  local  toll 
lines  not  being  as  great  as  that  for  long  distance  toll  lines;  that  local  toll 
rates  should  apply  to  messages  passing  between  exchanges  not  over  twenty 
miles  apart  by  wire  mileage  from  the  nearest  boundary  of  the. exchange 
calling  to  the  central  office  of  the  exchange  called. 

Particular  Party  and  Two  Number  Service. 

Held:  That  the  "particular  party"  method  should  be  adopted  for 
lung  distance  service  and  the  "  two  number  '*  method  for  local  service, 
either  method,  at  the  option  of  the  subscriber,  to  be  used  in  affording  local 
toll  service. 

Initial  Talking  Period. 

Held:  The  Boaixl  fixed  the  time  limit  for  long  distance  messages  at 
five  minutes,  one-fifth  of  the  toll  to  be  charged  for  evei-y  minute  in  excess 
of  five  minutes. 

Computation  of  Mileage — Wire  Mileage  and    Alr-Llne  Mileage. 

Held:  Thai  local  toll  service  is  in  the  nature  of  exchange  service  and 
mileage  should  be  measured  from  the  nearest  boundary  of  the  calling 
exchange  to  the  central  oflice  of  the  excliange  called.  The  wire  mileage 
is  to  be  taken,  except  where  geographical  conditions,  make  the  wire  line 
mileage  much  in  excess  of  the  air-line  mileage.  In  such  cases  the  average 
of  the  two  is  to  be  taken  in  order  that  the  cimipany  and  the  subscribei's 
shall  each  bear  a  proportion  of  the  cost  of  the  added  mileage. 

Pony  Faimars'  Line  Bates. 

The  Maritime  Telegraph  and  Telephone  Company,  Limited,  made  appli- 
eation  for  the  approval  of  a  special  rate  for  subscribers  on  farn^ers'  lines 
desiring  ser\'ice  only  between  the  subscribei-s  on  the  particular  line,  **  this 
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rate  to  be  $12.00  for  residence  and  $ lo.OO  for  business  places,  giving:  free 
service  on  the  line  to  which  the  subscribers  are  attached,  with  a  toll  of 
from  5  cents  to  15  cents  to  the  nearest  exchange,  depending  on  the 
distance."  The  regidar  rates  for  faruiei*s'  line  or  multi-party  line  service 
were  $18.00  and  $24.00  for  residence  and  business  telephones,  respectively, 
which  embraces  general  seniee  between  all  subscribers  connected  with  the 
exchange. 

Held:  That  the  Board  is  satisfied  with  the  proposed  rates  but  that 
the  toll  to  the  exchange  should  be  only  5  cents  in  all  cases. 

In  determining  the  reasonableness  of  the  above  rates,  the  Board  stated 
that  until  the  valuation  of  the  company's  physical  assets,  etc.,  is  made 
the  whole  question  of  rates  considered,  the  only  basis  of  settling  the.  pro- 
posed J  ony  farmer  line  rates  is  to  find  the  capital  cost  of  the  service  as 
nearly  as  possible,  determine  the  fair  return  on  the  capital  so  invested, 
find  the  cost  of  operation  and  fix  the  amount  to  be  set  aside  for  deprecia- 
tion. The  statement  prepared  from  the  cost  records  of  the  company  was 
not  seriously  contested  and  was  admitted  to  be  fair.  This  statement  con- 
tained an  8  per  cent,  charge  for  interest  and  8  to  10  per  cent,  charge 
for  depreciation. 

Expired  and  Obsolete  Contracts. 

In  the  case  of  -1.  S.  Burgeas  v.  Maritime  lelegraph  and  Telephone  Com- 
pany, Limited,  it  appeared  that  complainant  was  the  lessee  of  three  tele- 
phones on  a  four-party  line,  one  telephone  being  in  each  of  his  two  stores 
and  the  third  in  his  residence.  The  complainant's  contract,  which  was 
made  })rior  to  the  Public  Utilities  Act,  gave  him  the  right  of  connection 
with  the  Kentville  exclianiie  free  of  charge.  One  of  the  complainant's 
stores  was  destroyed  by  fire,  a  new  store  being  later  constructed  wnthin 
twenty  feet  of  where  the  old  store  had  stood.  The  telephone  company 
refused  to  move  the  telephone  from  the  remaining  building  into  the  new, 
stating  that  a  new  contract  would  be  necessary,  under  which  complainant 
w^ould  be  cut  off  from  free  service  to  Kentville  and  also  lose  connection 
with  his  house,  owing  to  the  necessity  of  connecting  the  telephone  to 
another  line.  Thereupon  the  comi:lainant  moved  tlie  telephone  himself 
into  the  new  building,  after  which  the  telephone  company,  without  notice, 
removed  the  same.  Subsequently  the  complainant  signed  a  new  contract 
under  protest.  The  rate  under  the  new  contract  was  higher,  being  the 
regular  rate  filed  under  the  provisions  of  the  Pub'ic  Utilities  Act.  Free 
senicc  to  Kentville  was  not  included.  The  telephone  company  contended 
that  the  removal  of  the  telephone  from  the  old  store  into  the  new  termi- 
nated the  old  contract,  and  then  a  new  contract  was  necessary  under  the 
schedule  of  rates  filed  as  required  by  the  provisions  of  the  law. 

Held:  That  the  contention  of  the  telephone  company  must  prevail; 
that  the  Public  Utilities  Act  requires  that  all  tolls,  rates  and  charges 
under  substantially  similar  conditions  in  respect  to  service  of  the  same 
description  shall  be  equal. 
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The  Board  requested  the  company  to  file  returns  as  quickly  as  possible 
showin«r  ail  contracts  in  existence  not  in  accordance  with  the  rates  and 
regulations  as  filed  under  the  provisions  of  the  Public  Utilities  Act.  ■ 

The  questions  raised  by  the  complaint  of  Henry  B.  Hicks  et  al.  v.  Mari- 
time Telegrafk  and  Telephone  Com f  any,  Limited,  were  covered  by  the  con- 
clusions reached  by  the  Board  in  the  first  part  of  this  decision.* 

Opinion. 

The  application  of  the*  Maritime  Telegraph  and  Tele- 
phone Company  Limited,  dated  July  30,  1912,  for  the  ap- 
proval of  a  rate  known  as  the  Pony  Farmers'  line  rate,  and 
the  complaints  of  Arthur  S.  Burgess,  et  al.,  of  Canning, 
dated  May  16,  1913,  and  Henry  B.  Hicks,  et  aL,  of  Bridge- 
town and  Lawrencetown  respectively  filed  June  6,  1913, 
have  raised  some  ver\"  important  questions  relative  to  the 
telephone  service  of  the  Province  which  made  a  very  full 
inquiry  and  investigation  necessary  and  which  rendered  it 
impossible  for  the  Board  to  file  decisions  upon  the  above 
application  and  complaints  respectively  as  matters  separate 
and  apart  from  the  telephone  service  in  the  Province 
generally. 

While  the  Board,  after  the  fullest  consideration  which  it 
has  been  able  to  give  to  the  questions  hereinafter  men- 
tioned, is  well  aware  that  the  conclusions  at  which  it  has 
arrived  may,  after  they  have  been  tried  out  in  practice, 
require  further  revisions,  it  feels  that  longer  delay  for  the 
purpose  of  further  study  is  not  in  the  best  interest  of  either 
the  company  or  the  users  of  the  telephone. 

In  a  general  way  the  questions  considered  may  be 
grouped  under  the  following  heads : 

1.  Should  the  area  to  be  served  by  a  central  office  be  fixed 
arbitrarily  by  the  Board,  and  if  so  what  should  be 

(a)  Its  extent. 

(b)  Its  shape;  w^hether  circular,  rectangular,  etc. 

2.  Should  exchanges  be  classified  for  the  purpose  of 
determining 

(a)  The  flat  rates  to  be  paid  within  the  boundaries  of 
such  exchanges,  and 

(b)  The  hours  of  service. 


*  Editor's  hcadnote. 
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3.  If  exchanges  should  be  classified. 

(a)  IIow  shouW  such  classification  be  made  and 

(b)  Determine  the  classes,  and 

(c)  The  hours  of  service  for  each  class. 

4.  Should  the  toll  payable  between  exchanges  be  based 
on  the  usual  long  distance  tolls  or  should  a  special  toll  be 
fixed  by  the  Board  to  be  payable  between  exchanges  within 
an  area  to  be  prescribed  by  the  Board. 

5.  If  a  local  toll  should  be  found  to  be  fair  and  equitable 
as  set  out  in  Question  4. 

(a)  Should  the  company  be  required  to  find  the  person 
called  for,  or  merely  connect  the  person  calling  with  the 
number  where  the  person  called  is  expected  to  be  found, 
and 

(b)  The  duration  of  the  message. 

Question  1:  Should  the  area  to  be  served  by  a  central 
office  be  arbitrarili/  fixed  by  the  Board? 

This  question  like  verj^  many  questions  concerning  the 
operation  of  a  telephone  system  has  its  difficulties  which 
careful  study  and  consideration  only  serves  to  accentuate, 
but  on  the  whole  the  Board  has  reached  the  conclusion  that 
the  balance  of  convenience  is  in  favor  of  this  question 
being  answered  in  the  affirmative. 

Where  there  are  towns,  villages  or  communities  of  any 
size,  some  appreciable  distance  —  say  exceeding  six  miles  — 
apart  and  their  limits  as  **  self  contained''  communities 
well  recognized,  good  and  economical  telephone  service  re- 
quires that  they  should  be  served  each  by  its  own  local 
**  central  "  office.  By  this  arrangement  the  service  is  pro- 
vided at  a  lower  flat  rate  than  if  the  ar^a  embraced  the 
adjoining  community  and  permits  of  the  subscribers  within 
the  exchange  area  communicating  by  telephone  with  one 
another  at  such  lower  rate.  For  those  who  wish  telephone 
connection  with  the  adjoining  community,  such  service  is 
provided  on  pajnnent  of  a  toll  on  each  message.  That  such 
service  is  more  economical  in  operation  must  be  readily 
apparent  and  as  a  result  the  subscriber  who  wants  the 
purely  local  service  is  not  called  upon  to  pay  a  higher  rate 
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to  help  reduce  the  amount  payable  by  the  subscriber  who 
desires  the  wider  service.  The  latter  pays  the  extra  toll 
for  the  extra  service  he  wants.  Of  course  geographical 
conditions  may  make  a  departure  from  this  principle  of 
arbitrary  exchange  areas  necessary  and  each  case  of  that 
kind  will  have  to  be  dealt  with  separately  on  its  merits. 

Question  1  {a) :    Its  extent? 

After  a  careful  consideration  of  the  areas  served  by  a 
number  of  the  exchanges  in  the  Province  at  the  present 
time  and  bearing  in  mind  the  matter  of  toll  charges  for 
telephone  communication  between  exchanges  the  Board  has 
come  to  the  conclusion  that  approximately  seventy-nine 
square  miles  should  be  the  answer  to  this  question. 

Question  1  (b) :  Its  shape,  whether  circular,  rectangular, 
etc? 

The  Board  is  of  opinion  that  circular  areas  ten  miles 
in  diameter  w^U  best  meet  the  needs  of  this  Province,  ex- 
cept in  a  few  cases  where  geographical  conditions  make  it 
absolutely  necessary  that  the  circular  form  should  be  de- 
parted from.  Where  the  ^'  central  "  oflSce  of  the  company 
is  properly  located  it  will  be  the  center  of  the  area  and  the 
boundary  of  the  area  will  be  distant  five  miles  from  it  in 
all  directions.  If  on  application  to  it,  the  Board  finds  that 
the  exchange  office  of  the  company  is  not  centrally  located 
relatively  to  the  wire  district,  it  will  fix  a  point  which  for 
all  purposes  shall  be  deemed  to  be  the  center  of  the  ex- 
change area  and  from  which  all  mileage,  etc.,  shall  be 
measured. 

But  a  difficulty  seems  to  present  itself  here.  Taking  the 
case  of  two  towns  with  exchanges  less  than  ten  miles  apart, 
the  boundaries  of  the  exchange  areas  will  overlap  and  cer- 
tain territory  will  be  common  to  both  exchanges. 

For  example,  taking  the  cases  of  the  exchanges  of  Can- 
ning, Kentville  and  Wolfville ;  the  distance  from  the  Canning 
exchange  to  the  Kentville  exchange  is  nine  miles  and  to  the 
WolfviUe  exchange  the  distance  is  eight  miles ;  hence,  these 
exchange  areas  run  into  or  overlap  one  another.  A  person 
living  on  the  most  easterly  boundary  of  the  Kentville  ex- 


Digitized  by  V^OOQ IC 


198     Nova  Scotia  Bd.  of  Commissioners  of  Public  Utilities. 

change  area  would  be  at  the  same  time  within  the  area  of 
both  the  Wolfville  and  Canning  exchanges  and  within  four 
miles  of  each  of  these  central  offices.  To  overcome  that  it 
is  proposed  to  permit  a  person  situated  in  territory  com- 
mon to  two  or  more  exchanges  to  elect  to  which  exchange 
he  desires  his  line  to  be  connected  or  if  he  so  desires  he  may 
have  telephones  connected  with  all  the  exchanges  on  paying 
the  regular  rate,  yet  to  be  approved  for  such  service. 

Where  a  circular  form  of  exchange  area  does  not  appear 
suitable  or  just  to  the  subscribers  in  any  community,  or  to 
the  company  on  account  of  geographical  conditions,  the 
Board  will  hear  the  parties  dissatisfied. 

With  the  area  of  territory  to  be  served  by  a  *'  central  " 
determined,  it  next  becomes  necessary,  in  order  that  per- 
sons within  one  exchange  area  should  under  similar  condi- 
tions enjoy  telephone  service  at  the  game  rates  and  during 
the  same  hours  as  persons  in  another  exchange  area. 

To  consider  Questions  2  and  3. 

Question  2:  Should  exchanges  he  classified  for  the  pur- 
pose of  determining^ 

{a)  The  fiat  rates  to  he  paid  ivithin  the  houndaries  of 
such  exchanges,  and 

(h)  The  hours  of  service. 

At  the  present  time  the  company  does  divide  its  ex- 
changes into  classes  for  the*  purpose  of  fiixing  rates  but 
has  adopted  no  set  principle.  As  to  hours  of  service  — 
hours  during  which  its  offices  will  be  open — the  Board  is 
of  opinion  that  the  exchanges  should  be  classified  for  both 
purposes. 

Question  3:   If  exchanges  should  he  classified, 

{a)  IIow  should  such  classification  he  made? 

The  plan  followed  at  the  present  time  by  the  company 
for  the  purpose  of  fixing  the  flat  rate  to  be  paid  according 
to  the  number  of  subscribers  seems  to  be  the  most  equit- 
able ;  that  is,  the  number  of  subscribers  connected  with  the 
exchange  including  the  number  of  subscribers  of  connect- 
ing companies,  connected  on  a  flat  rate  basis, 

(h)  Determine  the  classes,  and 

The  hours  of  service  for  each  class  of  exchange. 
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The  classification  of  exchanges  as  arranged  by  the  com- 
pany with  the  filed  rates  payable  by  the  subscribers  in  each 
class  of  exchange  is  as  follows: 

Rates  for  One-Party  Line. 
Class  A.  2,000  subscribers  and  over:     Business,  $45;  residence,. $30. 
Class  B.      750  subscribers  to  2,000 :     Business,  $40 ;  residence,  $30. 
Class  C.      500  subscribers  to     750:     Business,  $34;  residence,  $27. 
Class  D.      300  subscribers  to     500:     Business,  $32;  residence,  $24. 
Class  E.      .150  subscribers  to      300,  or  exchanges  having  battei'y  call :  Busi- 
ness, $30;  residence,  $22. 
Class  F.        50  subscribei-s  to     150:     Business,  $27;  residence,  $20. 
Class  G.  Under  50  subscribers:     Business,  $24;  residence,  $20. 

The  rates  for  two-  or  more  party  service  are  not  given 
but  they  inciease  from  Class  G  to  the  higher  classes  in  the 
same  proportion.. 

All  persons  within  the  exchange  area  must  under  sim- 
ilar conditions  receive  service  on  the  same  rate  basis  for 
similar  service.  Persons  further  removed  from  the  cen- 
tral office  must  pay  higher  mileage  than  those  nearer  to 
the  central  office  in  addition  to  the  above  flat  rate.  The 
mileage  rate  filed  by  the  company  permits  of  all  subscrib- 
ers having  telephone  stations  connected  within  one  mile  of 
the  central  office  receiving  service  on  the  flat  rate  basis 
applicable  to  such  exchange  without  paying  mileage  while 
persons  having  telephone  stations  connected  over  one  mile 
from  the  central  office  are  required  to  pay  three  dollars 
for  every  fifth  of  a  niile  over  one  mile  in  addition  to  the 
flat  rate..  This  mileage  rate  was  in  effect  at  the  time  of 
the  passage  of  the  Public  Utilities  Act  and  is  still  in  force. 
The  board  in  the  present  application  does  not  express  ap- 
proval or  disapproval  of  it. 

Under  the  rate  plan  at  present  in  force,  a  subscriber 
within  the  city  or  town  limits  may  have  a  single  line  or 
may  be  connected  with  two-,  four-  or  six-party  line.  Be- 
yond the  city  or  to^Ti  limits,  a  subscriber  may  obtain 
service,  by  a  private  line  with  mileage  or  by  a  party  line 
or  '^Farmer's  line,"  so  called.  The  rate  for  the  latter 
service  is  $18.00  and  $24.00  for  residence  and  business  tele- 
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phones  respectively  and  mileage  is  not  charged  under  five 
miles.     The  number  of  sub-stations  connected  to  such  a 
line  is  only  limited  by  the  number  it  will  carry. 

As  the  number  of  subscribers  increases  the  exchange  is 
supposed  to  grade  from  class  to  class  and  the  flat  rate  pay- 
able by  subscribers  is  also  supposed  to  increase  according 
to  the  above  scale.  There  is  no  such  arrangement  for  an 
extension  of  the  hours  of  service  as  the  exchanges  grade 
up  from  class  to  class  Mud  the  Board  is  of  opinion  that  the 
extension  of  the  hours  of  service  should  not  longer  depend 
upon  the  caprice  of  the  company  or  the  determination  of 
the  community  to  obtain  increased  hours  of  service,  but 
should  follow  a  settled  plan. 

At  present  there  are,  as  to  hours,  practically  four  classes 
of  service,  viz.: 

Class  1.  Continuous  service. 

Class  2.  Continuous  service  except  Sundays  and  public 
holidays  when  office  is  open  only  at  specified  hours. 

Class  3.  All  day  service,  the  hours  varying  in  different 
exchanges,  except  on  Sundays  and  holidays  when  office  is 
open  only  at  specifi-ed  hours.    No  night  service. 

Class  4.  All  day  service  except  noon  and  tea  hours  and 
no  service  on  Sundays  or  holidays.  No  night  service.  The 
hours  as  in  Class  3,  varying  in  the  different  exchanges. 

The  Board  is  satisfied  that  four  classes  of  service  are 
sufficient,  but  is  of  opinion  that  the  follovnng  changes 
should  be  made  in  the  classes,  and  with  such  changes  the 
classes  of  service  are  approved. 

In  Class  2 :  The  exchanges  of  the  company  should  not  be 
closed  on  public  holidays.  Wliile  this  will  bear  a  little 
more  heavily  on  the  operators  —  the  Board  has  carefully 
gone  into  this  phase  of  the  matter  —  still  the  needs  of  the 
subscribers  must  also  be  considered  and  as  the  telephone 
has  now  become  a  real  necessity  in  every  day  life,  as  com- 
plete a  service  should  be  given  as  the  revenue  receiv^ed 
warrants.  It  is  to  be  borne  in  mind  that  Class  2  will  only 
be  in  force  in  exchanges  in  which  the  company  should  have 
two  or  more  operators  in  order  to  furnish  satisfactory  ser- 
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vice.  Hencse  no  doubt  the  operators,  with  the  approval  of 
the  company,  will  be  able  to  work  out  a  time  table  under 
which  they  will  be  free  from  oflSce  duty  during  at  least  a 
portion  of  every  holiday,  or  all  day  every  alternate 
holiday. 

The  Sunday  hours  in  this  class  vary  to  some  extent  in 
different  exchanges  and  should  be  made  uniform.  The 
operator  should  come  on  duty  at  night  at  8.30  o'clock  in- 
stead of  10  o'clock.  With  this  change  the  hours  in  force  in 
most  of  the  exchanges  getting  this  class  of  service  will 
stand,  viz.:  12-«,  9^10,  1.30-2.30,  8.30-12. 

In  Class  3.  In  this  class  the  hours  during  which  the 
offices  are  open  seem  to  vary  considerably.  After  carefully 
perusing  the  return  furnished  by  the  company  the  Board 
has  concluded  that  all  offices  in  this  class  should  be  open 
from  8  A.  M.  to  10  p.  m.  In  places  where  the  running  of 
trains  makes  it  desirable  that  the  exchange  should  be  open 
at  7.30  A.  M.,  the  company  should  carefully  consider  the 
public  convenience  and  may  grant  reasonable  requests  for 
the  opening  of  offices  in  any  such  locality  one-half  hour 
earlier  than  8  a.  m.,  the  hour  fixed. 

As  to  the  Sunday  and  holiday  hours  which  at  present  in 
this  class  are  from  1.30  p.  m.  to  3  p.  m.,  the  Board  feels  that 
the  offices  should  in  addition  be  open  for  one  hour  in  the 
forenoon  and  the  company  will  therefore  fix  an  hour  be- 
tween the  hours  of  8  a.  m.  and  11  a.  m.,  making  the  hour 
the  same  in  all  exchanges  of  this  class  in  order  to  take  care 
of  long  distance  calls. 

Class  4.  Here  again  the  hours  vary.  In  the  majority  of 
exchanges  of  this  class  8  a.  m.  to  10  p.  m.  seem  to  be  the 
liours  in  force  and  should  therefore  be  put  in  effect  in  all  ex- 
changes of  this  class.  The  meal  hours  will  be  best  ar- 
ranged to  suit  local  conditions.  The  Sunday  and  holiday 
hours  will  be  from  1.30  p.  m.  to  3  p.  m. 

Where  under  the  above  classifications  offices  are  per- 
mitted to  be  closed  on  holidays,  only  the  statutorj^  holidays 
in  effect  in  this  Province  are  intended. 
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On  the  part  of  the  company  certain  modifications  in  the 
present  classification  of  exchanges  were  suggested  but  the 
Board  is  of  opinion  that  until  the  question  of  rates  is  con- 
sidered that  the  present  classification  should  not  be  dis- 
turbed. 

Exchanges  will  from  the  time  of  the  orders  to  be  made 
licrein  becoming  effective,  receive  the  following  class  of 
service,  viz.: 

Exchanges  classes  A,  B,  C,  and  D,  will  receive  class  1 
service. 

Exchange  class  E  will  receive  class  2  service. 

Exchange  class  F  will  receive  class  3  service. 

Exchange  class  G  will  receive  class  4  service. 

In  the  event  of  seventy-five  per  cent,  of  the  subscribers 
in  any  exchange  expressing  their  desire,  by  written  appli- 
cation to  the  company,  to  be  placed  in  an  exchange  of  a 
class  higher  than  the  class  in  which  they  would  be  entitled 
under  this  decision,  in  order  to  obtain  a  more  extended 
service,  and  agreeing  to  pay  the  rates  applicable  to  such 
higher  class,  the  company  may  apply  to  the  Board  to  have 
such  application  approved.  On  such  application  coming 
on  for  hearing  those  subscribers  who  have  not  signed  the 
application  will  be  given  an  opportunity  of  being  heard. 

Should  the  toll  payable  hetiveen  exchanges  he  based  on 
the  usual  long  distance  tolls,  or  should  a  special  toll  be 
fixed  by  the  Board  to  be  payable  within  an  area  to  be  fixed 
by  the  board? 

For  service  beyond  the  exchange  area  and  into  an  ad- 
joining exchange  area  a  charge  additional  to  the  flat  rate 
must  be  allowed  the  company  but  the  Board  is  not  pre- 
pared to  apply  principles  governing  long  distance  mes- 
sage rates  to  messages  passing  between  exchanges  closely 
adjoining  one  another. 

In  the  course  of  the  argument  as  to  this  question,  Mr. 
Winfiold,  for  the  company,  very  properly  pointed  out  that 
while  for  the  flat  rate  plus  mileage,  a  subscriber  at  one 
extremity  of  an  exchange,  had  the  right  to  talk  to  another 
subscriber  at  the  opposite  extremity  of  the  exchange,  a 
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distance  (under  this  decision  of  th6  Board)  of  ten  miles, 
each  subscriber  paid  a  rate  to  cover  service  from  the  cen- 
tral office  to  his  telephone  station,  but  in  the  case  of  the 
local  toll  line  no  flat  rate  or  mileage  was  received  by  the 
company,  and  therefore  the  whole  cost  of  construction, 
up  keep,  operation,  etc.,  must  be  borne  out  of  tolls. 

As  to  this  contention,  the  company  must  bear  in  mind 
that  roads  connecting  two  tow^ns  usually  furnish  telephone 
subs<5ribers,  being  more  thickly  settled  as  a  rule  than  by- 
roads, and  that  therefore  pole  lines  for  a  greater  portion 
of  the  distance  must  be  maintained  for  local  exchange 
service.  Therefore,  while  the  local  toll  line  must  of  course 
pay  its  proportion  of  the  up  keep  of  the  poles,  that  propor- 
tion is  very  considerably  reduced  owing  to  the  lines  run- 
ning to  the  local  exchanges  also  occupying  the  same  poles. 
]n  the  regular  long  distance  toll  service  there  may  be  many 
miles  of  poles  erected  for  and  carrying  the  long  distance 
circuit  alone. 

In  considering  this  matter  of  local  tolls  the  Board  has 
had  the  advantage  of  perusing  the  reports  of  experts  on 
the  question  elsewhere  and  therefore  has  the  more  confi- 
dence that  the  conclusion  which  it  has  reached  as  to  local 
toll  service  is  just  and  fair  alike  to  the  subscriber  and  to 
the  company. 

The  Board  is  of  opinion  that  local  toll  rates  should 
be  fixed  for  messages  passing  betw^een  exchanges  not  over 
twenty  miles  apart  measured  by  wire  mileage  from  the 
nearest  boundary  of  the  calling  exchange  to  the  central 
office  of  the  exchange  called. 

5.  //  a  local  toll  should  be  found  to  be  fair  and  equitable 
a^s  set  out  in  question  4, 

(a)  Should  the  company  be  required  to  find  the  person 
called  for,  or  merely  connect  the  person  calling  with  the 
number  where  the  person  called  is  expected  to  be  found? 

In  the  case  of  long  distance  tolls  the  company  must  got 
the  person  called  for  before  the  service  for  which  the  toll 
can  be  exacted  is  deemed  to  be  rendered,  while  in  the  case 
of  local  calls  from  pay  stations  in  the  various  cities  and 
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towns  it  is  only  necessaiy  for  the  company  to  call  and 
make  connection  with  the  number  asked  for. 

In  the  case  of  local  tolls  the  Board  is  of  opinion  that  the 
needs  of  the  telephone  used  can  best  be  met  by  affording, 
at  the  option  of  the  subscriber,  both  methods  of  service, 
viz, :  the  * '  two  number  method  ' '  or  the  *  *  particular  party 
method  "  in  all  eases  where  the  person  called  is  distant 
'over  five  miles  from  the  boundary  of  the  calling  exchange, 
the  toll  being  higher  for  the  latter  service.  Where  he  is 
five  miles  or  under  from  the  boundary  of  the  calling  ex- 
change the  service  will  be  treated  as  more  nearly  analo- 
gous to  servioe  within  the  exchange  area  of  the  calling  ex- 
change and  the  person  calling  will  be  entitled  to  get  the 
person  called  before  the  service  will  be  deemed  to  be  ren- 
dered by  the  company  or  the  toll  of  five  cents  be  payable. 

(b)  Duration  of  the  message. 

In  the  case  of  long  distance  messages  the  time  limit  is 
three  minutes,  while  in  the  case  of  local  calls  from  pay  sta- 
tions there  is  no  time  limit. 

In  the  opinion  of  the  Board,  in  view  of  the  rates  to  be 
fixed  for  the  service  a  time  limit  will  be  necessary  and  the 
time  limit  will  be  five  minutes.  Where  the  duration  of  the 
call  exceeds  five  minutes,  one-fifth  of  the  toll  will  be 
charged  for  every  minute  in  excess  of  five  minutes. 

Method  of  computing  mileage  and  tables  of  rates.  A 
subscriber  wdthin  an  exchange  area  is  entitled  to  speak  to 
all  other  subscribers  in  the  exchange  on  a  flat  rate  basis, 
(hi  behalf  of  the  company  it  is  submitted  that  this  rate 
only  pays  for  his  line  to  the  central  exchange  from  his 
telephone  station  and  for  the  switching  charge  on  his  calls 
and  that  therefore  the  mileage  should  be  measured  from 
the  central  office  calling  to  the  central  office  called  as  in  the 
case  of  long  distance  messages.  In  the  view  of  the  Board 
the  local  toll  service  is  more  in  the  nature  of  exchange  ser- 
vice and  as  the  flat  rate  is  for  service  within  the  exchange 
area  the  mileage  should  be  measured  from  the  nearest 
boundary  of  the  calling  exchange  to  the  central  office  of 
the  exchange  called,  and  will  be  baseil  on  pole  line  mileage 
between  those  two  points.  .    ^^^.^ 
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Where  geographical  coiwiitions  make  the  wire  mileage 
much  in  excess  of  the  air  mileage,  snoh  as  a  harbor  or  lake^ 
etc.,  which  the  company  prefers  to  go  around  by  pole  line 
rather  than  to  cross  by  cable,  it  is  the  opinion  of  the  Board 
that  the  subscribers  and  the  company  should  each  bear  a 
proportion  of  the  cost  of  the  added  mileage.  In  such  cases 
the  air  mileage  and  the  pole  line  mileage  between  the  two 
points  will  be  added  together  and  then  be  divided  by  two, 
the  result  obtained  being  the  mileage  for  the  fixing  of  local 
tolls. 

The  rates  for  local  toll  service  w^ill  be  as  follows : 

Two  Particular 

number  method  party  method 

Subs,      Nofirstibs,     Sub».    Nonsubs. 

Not  exceeding  five  miles $0  0.*)       $0  10 

Over  5  miles   and   not   exceeding   10 

miles $0  05      $0  10  10  15 

Over  10  miles  and  not  exceeding  20 

miles 10  15  15  20 

In  order  to  get  the  benefit  of  the  particular  subscribers 
rates  subscribers  must  call  to  or  from  points  in  their  own 
telephone  exchange  area  and  satisfy  the  central  office  in 
such  exchange  area  of  their  standing  as  subscribers  in 
order  to  have  the  call  chargeil  to  them  in  such  excliange. 
The  company  will  put  the  above  decision  into  effect  on  or 
before  January  1, 1914. 

An  order  wall  issue  accordingly. 

PONY   farmers'   line   RATES. 

In  this  matter  Mr.  Covert,  K.  C,  and  Mr.  Pearson,  ap- 
peared for  the  appli<jants,  and  Mr.  McLellan,  K.  C,  contra. 

It  is  an  application  made  by  tlie  Maritime  Telegraph 
and  Telephone  CJompany,  Limited,  for  the  approval  by  the 
Board  of  a  rate  of  $12.00  and  $15.00  respectively,  for  resi- 
dence and  business  telephones  in  rural  districts,  giving 
free  service  on  the  line  to  w^hich  the  subscribers  are  at- 
tache<l,  with  a  toll  of  from  5  to  15  cents,  depending  on  the 
distance,   for  messages  to   the   nearest  exchange  of  the 


Digitized  by  V^OOQ IC 


206     Nova  Scotia  Bd.  of  Commissioners  of  Public  Utilities. 

[N.  S. 
company  where  switching  service  is  required.  For  the  flat 
rate  a  subscriber  is  enabled  to  talk  to  all  other  subscribers 
on  the  same  line  wuth  himself.  The  toll  is  payable  where 
such  subscriber  desires  to  speak  with  someone  off  such 
subscriber's  line  and  it  is  necessary  for  him  to  call 
'*  central." 

The  present  rates  for  farmers'  lines  or  multi-party  lines 
are  $18.00  and  $24.00  respectively  for  residence  and  busi- 
ness telephones  with  no  toll  and  the  subscriber  i«  permit- 
ted to  talk  to  other  subscribers  on  the  same  line  with  him- 
Jrelf  as  well  as  to  subscribers  connected  with  the  exchange 
with  which  his  line  is  connected. 

The  line,  under  both  of  the  above  classes  of  rates,  is  a 
multi-party  line  with  the  number  of  sub-stations  on  it  only 
limited  by  the  business  it  will  stand. 

The  proposed  Pony  Farmers'  line  rate  to  persons  who 
only  desire  to  speak  with  one  another  on  the  same  line 
and  who  do  not  feel  that  they  can  afford  to  pay  an  addi- 
tional sum  of  six  dollars  for  the  privilege  of  calling  the 
exchange  wuth  which  their  line  is  connected,  a  convenience 
which  they  perhaps  would  not  require  to  exercise  except  a 
few  times  each  year  and  for  which  they  would  be  very 
willing  to  pay  an  additional  toll. 

On  the  other  hand,  the  keeper  of  a  general  store  or  the 
rural  business  man  desirous  of  often  calling  the  central 
exchange  with  which  his  line  is  connected,  for  the  purpose 
of  speaking  to  business  people  in  the  town,  may  have  to 
pay  more  than  formerly,  this  depending  of  course  on  the 
number  of  his  messages. 

The  proposed  rate  was  filed  by  the  company  on  July 
30,  1912,  in  compliance  with  the  Public  Utilities  Act  and 
the  Board,  after  considering  the  application,  notified  the 
company  on  August  23d  following  that  it  was  not  prepared 
to  a])prove  the  proposed  rate  until  after  a  hearing. 

At  a  sitting  of  the  Board  on  October  4,  1912,  the  repre- 
sentatives of  the  company  were  heard  and  on  October 
22,  1912,  the  Board  having  reached  the  conclusion  that  a 
public  hearing  was  desirable,  made  an  order  setting  the 
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hearing  for  November  19th  following  at  the  Board's  office 
at  Halifax  and  ordered  that  a  notice  thereof  be  inserted 
in  the  daily  papers. 

The  hearing  was  held  pursuant  to  such  order  and  fur- 
ther hearings  were  held  on  November  26,  27,  December 
10,  1912,  and  May  20,  1913.  A  number  of  persons  from 
various  parts  of  the  Province  attended  and  were  heard  in 
opposition  to  the  proposed  rate.  As  the  proposed  rate  was 
in  force  in  some  places,  the  Board  on  December  26,  1912, 
filed  a  memorandum  permitting  the  rate  to  go  into  effect 
in  eighteen  named  places  until  April  1,  1913,  with  a  view 
of  learning  from  actual  experience  how  the  proposed  rate 
would  work  out  and  requiring  the  company  to  file  with  the 
Board  monthly  returns  for  the  months  of  January,  Feb- 
ruary, March  and  April,  1912.  The  full  service  went  into 
operation  in  only  nine  of  the  places  named.  On  April  24, 
1913,  on  the  application  of  the  company,  the  rate  was  al- 
lowed to  go  into  force  temporarily  in  three  additional 
jilaces.  Interim  orders  were  made  from  time  to  time  con- 
tinuing the  rate  in  force  and  finally  an  order  Was  made  on 
May  20,  1913,  continuing  the  rate  for  the  twenty-one  places 
named  until  the  further  order  of  the  Board  pending  the 
conclusion  of  the  hearings  and  the  filing  of  the  Board's 
decision.  The  return  filed  by  the  company  made  up  on  the 
basis  of  the  farmers'  line  rate  amounted  to  $513,  w^hile 
the  actual  revenue  under  the  proposed  Pony  Farmers'  line 
rate  as  shown  by  the  returns  was  $563.40,  an  apparent  in- 
crease in  four  months  of  $50.40,  or  at  the  rate  of  $151.20 
per  year. 

But  of  the  revenue  received  in  tolls  under  the  new  rate, 
a  portion  was  tolls  collected  under  the  regular  existing 
farmers'  line  rate.  On  the  other  hand  the  returns  filed  by 
the  company  did  not  include  tolls  received  from  calls  in- 
ward to  Pony  Farmers'  lines  which  the  evidence  showed 
would  amount  to  about  one-third  of  the  outward  tolls. 

The  Board  is  satisfied  that  the  rate  as  proposed  would 
not  work  out  a  serious  increase  and  that  those  subscribers 
who  only  wish  to  talk  to  one  another  on  the  same  line  would 
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obtain  that  service  at  a  lower  and  reasonable  rate,  while 
those  other  persons  on  the  same  line  who  wish  to  talk  to  the 
exchange  with  which  their  line  is  connected  will  not  do  so 
by  making  the  rates  of  all  the  other  subscribers  on  the  line 
higher,  but  by  paying  for  the  more  extendeil  service  them- 
selves by  a  toll.  The  measured  service  means  that  a  person 
pays  for  just  what  he  gets  if  the  rate  is  fair.  Even  though 
the  proposed  rate  may  not  work  out  any  serious  increase 
the  question  remains,  is  it  fair  and  reasonable!  This  is  a 
far  more  difficult  matter  to  figure  out.  The  difficulty  is  in- 
creased by  the  fact  that  in  some  places  maintenance,  etc., 
of  the  poles  on  which  the  wires  are  strung  are  charged  up 
to  through  toll  lines,  while  in  other  places  the  Pony  Farm- 
ers' line  must  bear  a  portion  of  the  cost  Until  a  full  valu- 
ation of  the  company's  physical  assets,  etc,  is  made  and 
the  whole  question  of  rates  considered,  the  only  basis  of 
settling  the  proposed  rate  is  to  find  the  capital  cost  of  the 
service  as  nearly  as  possible,  determine  the  fair  return  on 
the  capital  so  invested,  find  the  cost  of  operation,  and  fix 
the  amount  to  be  set  aside  for  depreciation.  The  state- 
ment prepared  and  put  in  by  the  company  shows  the  fol- 
lowing costs  of  construction  and  annual  charges  in  which 
are  included  cost  of  operation,  return  on  capital,  and  de- 
preciation ;  compiled  from  the  cost  records  of  the  company : 
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''Pole  Line: 

Average  cost  to  erect  1  mile  of  22-ft.  cedar  poles $140  00 

Annual  Ch<Jkrges: 

Interest,  8  per  cent $11  20 

Depreciation,  8  per  cent 11  20 

Repairs 4  00 

Taxes   1  00 

Proportion  of  general  expenses 4  20 

$31  60 

Wire  Circuit: 

Average  cost  per  mile 28  00 

Annual  Charges: 

Interest,  8  per  cent $2  24 

Depreciation,  10  per  cent 2  80 

Repairs 5  00 

Proportion  of  general  expenses 84 

10  88 

Sub-station : 

Average  cost  of  telephone  and  subsidiary 
apparatus  installed 22  00 

Annual  Charges: 

Interest,  8  per  cent $1  76 

Depreciation,  10  per  cent 2  64 

Repairs 2  50 

Traffic  supervision   and  sundry  operating 

expenses 1  82 

Proportion  of  general  expenses 66 

Other  operating  expenses 3  75 

13  13 


$55  61  " 


This  statement  was  not  seriously  contested  by  Mr.  Mc- 
Lellan,  but  in  the  main  was  admitted  by  him  to  be  fair. 
While  the  Board  is  not  prepared,  until  a  more  complete  in- 
quiry is  made,  to  adopt  the  company's  memorandum  in 
toto,  it  is  sufficient  for  the  present  inquiry. 

Before  it  is  possible  to  -apply  the  above  memorandum,  it 
is  necessary  to  estimate  in  some  way  the  number  of  miles 
of  line  which  will  be  strung  on  poles  already  erected,  the 
annual  charges  of  which  are  charged  to  long  distance  lines, 
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and  the  number  of  miles  which  will  require  wholly  new^ 
construction  and  be  chargeable  to  Pony  Farmers'  lines. 

Taking  the  nine  Pony  Farmers'  lines  w^hich  were  in 
operation  and  are  covered  by  the  returns  made  by  the  com- 
pany, it  is  found  that  of  107 14  miles  of  circuit,  only  38  miles 
required  new  pole  construction,  slightly  over  %  new  and 
%  old.  The  average  length  of  the  Pony  Farmers'  line 
circuit  is  12  miles.  The  annual  cost  of  such  line,  based  on 
the  memorandum  of  cost  above  referred  to  and  leaving 
out  of  the  sub-stations  or  telephone  instruments  and  cost  of 
installation  of  same,  is  as  follows: 

%  or  8  mi^es  on  existing  poles  at  $10.88  per  mile $87  04 

Vh  vr  4  niilt'P,  including  new  jole  construction  at  $42.48  per 
mile 169  82 

$25(3  96 
or  an  average  annual  charge  of  $21.41  per  mile. 

With  one  telephone  per  mile  the  cost  per  telephone  would  be 

$21.41  plus  $13.13 $31  54 

With  two  telephones  per  mile,  $21.41  plus  $20.26 23  83 

With  three  telephones  per  mile,  $21.41  plus  $39.39 20  26 

The  annual  charges  on  the  nine  lines  in  operation  would  be  as  follows: 

69%  miles  on  long  distance  pole  lines  at  $10.88.  . .  .  $756  16 
38  miles  (Pony  Farmers'  Line  pole  lines)  at  $42.88.  1,614  24 
76  telephones  at  $13.13 997  88 

Total  Annual  Cost - $3,388  28 

Kevenue  per  year*   1,689  20 

Loss • $1,679  08 

Of  course,  it  is  to  be  fairly  assumed  that  many  more  sub- 
stations will  be  connected  with  these  lines,  w^hich  together 
witli  the  tolls  will  more  than  meet  this  deficit.  The  seventy- 
six  telephone  sub-stations  connected  were  obtained  within 
a  period  of  less  than  one-third  of  a  year.  It  is  apparent 
from  the  foregoing  calculations  that  the  flat  rate  proposed 
by  the  company  is  not  excessive. 

The  object  of  the  company  in  fixing  a  low  rate  with  a 


*  $563  40  (4  months  revenue)  multiplied  by  3  =r  $1,689.20. 
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toll  charge  is  to  enable  the  farmer  to  provide  himself  with 
telephone  service  with  the  right  to  talk  free  to  his  neigh- 
bors who  are  subscribers  on  the  same  line  with  himself, 
and  who  in  the  case  of  necessity,  for  calling  a  doctor, 
(tc,  would  have  this  additional  accommodation  by  the 
right  to  call  up  the  exchange  wuth  which  his  line  was  con- 
nected on  payment  of  an  additional  toll. 

On  the  other  hand,  as  has  already  been  pointed  out,  a 
subscriber,  be  he  proprietor  of  a  general  store  or  a  more 
prosperous  farmer  with  considerable  business,  w'ho  has 
more  call  on  the  exchange  with  which  the  line  is  con- 
nected for  the  purpose  of  carrjdng  on  his  business,  w^hile 
paj-ing  the  &ame  flat  rate  will  have  to  pay  a  toll  for  each 
message.  In  other  words,  he  pays  for  exactly  what  he 
gets  so  long  as  the  toll  is  not  exorbitant,  and  the  other 
•  subscriber  on  the  same  line  with  him  is  not  called  upon  to 
pay  a  high  flat  rate  in  order  to  enable  his  neighbor  to  get 
cheaper  telephone  service.  The  general  storekeeper  situ- 
ated some  miles  from  the  central  office  must  also  bear  in 
mind  that  it  is  the  number  of  subscribers  which  can  be 
sc-cured  at  a  lower  rate  between  his  store  and  the  ex- 
change that  makes  it  possible  for  the  company  to  extend 
its  lines  out  to  his  store. 

As  to  the  amount  of  the  toll  to  be  charged  the  Board  . 
lias  considerable  difficulty  in  understanding  just  what  the 
application  means.  It  reads  '*  this  rate  to  be  $12.00  for 
residence  and  $15.00  for  business  places,  giving  free  ser- 
vice on  the  line  to  which  the  subscribers  are  attached,  with 
a  toll  of  from  five  cents  to  fifteen  cents  to  the  nearest  ex- 
change, depending  on  the  *  distance. ' ' '  Distance  from 
where  —  the  central  office  of  the  nearest  exchange  to  the 
nearest  subscriber,  or  to  the  subscriber  further  away  I 
From  the  way  the  application  was  presented  the  intention 
seemed  to  be  to  measure  the  distance  from  the  exchange  to 
the  subscriber  furthest  away.  This  view  of  the  company's 
intention  seems  to  be  borne  out  by  Mr.  Winfield's  state- 
ment at  one  of  the  hearings.  Speaking  of  the  Belmont  ex- 
change, one  of  the  Commissioners  stated  by  way  of  ques- 
tion, *'  They  (the  subscribers)  pay  $12.00  per  year  for  the 

Digitized  by  V^OOQIC 


212     Nova  Scotia  Bd.  of  Commissionrrs  of  Public  Utilities. 

[N.  S. 
privilege  of  talking  to  each  oth^r  and  pay  ten  cents  to  talk 
lo  Truro."  Mr.  Winfield  replied,  *'  It  is  about  15  miles  to 
Truro  and  it  should  be  fifteen  cents,  at  the  rate  of  one  cent 
per  mile."  That  the  distance  from  the  central  oflSce  to  the 
nearest  subscriber  could  not  have  been  intended  would 
seem  to  be  clear,  as  the  nearest  subscriber  was  only  dis- 
tant from  the  central  office  eight  miles,  as  shown  by  the  re- 
turns filed  with  the  Board. 

The  flat  rate  paid  by  the  Pony  Fanners'  line  subscriber 
gives  him  the  right  to  speak  to  any  subscriber  on  his  line^ 
whatever  its  length  or  the  distance  between  subscribers,  or, 
in  the  words  of  the  application,  * '  giving  him  free  service 
on  the  liyie  to  which  the  subscribers  are  attached,"  for  the 
flat  rates  named.  It  was  stated  that  the  Pony  Farmers' 
line  was  designed  to  fill  exactly  the  same  place  as  the 
'*  Farmers'  line  "  or  multi-party  line,  only  on  a  different 
rate  basis,  and  to  be  used  in  rural  districts  where  the  popu- 
lation was  sparse.  Farmers'  lines  are  constructed  in  all  ex- 
changes of  classes  '*  E,"  ''  F,"  and  ''6,"  where  the  mile- 
age to  subscriber's  station  would  exceed  one  mile. 

As  in  the  case  of  Farmers'  lines,  subscribers  are  taken  on 
at  points  distant  one  mile  from  the  central  office  or  at  the 
town  or  community  limits,  it  must  follow  that  if  the  Pony 
Farmers'  line  is  to  afford  a  similar  service  subscribers  wall 
be  taken  on  at  the  same  distance  from  the  central  office. 
From  the  returns  filed  by  the  company,  it  appears  that  the 
distance  from  the  central  office  to  the  nearest  Pony  Farm- 
ers' line  telephone  is  2  I/2  miles,  while  the  greatest  distance 
between  the  central  office  and  a  Pony  Farmers'  line  sub- 
scriber is  14  miles. 

If,  then.  Pony  Farmers'  lines  will  take  on  subscribers  at 
a  point  so  near  the  central  office  the  Board  does  not  under- 
stand what  the  distance  the  subscriber  may  be  from  the 
central  office  should  have  to  do  wnth  the  amount  of  the  toll. 

A  non-subscriber  from  any  point  within  the  town  or 
community  limits  on  payment  of  a  five  cent  toll  can  call  any 
subscriber  in  the  exchange.  Therefore  a  Pony  Farmers' 
line  subscriber  should  not  be  asked  to  pay  more  for  the 
same  service  as  under  his  flat  rate  he  has  the  right  to 
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si)eak  practically  to  the  point  where  the  non-subscriber 
speaks  from  to  the  central  oflSce  and  if  the  application  is  to 
be  read  literally,  has  the  right  to  speak  on  the  line  to  which 
liis  telephone  station  is  attached  right  up  to  the  central 
office  building  into  which  the  line  runs.  This  being  the  case, 
it  only  remains  to  determine  what  the  toll  should  be  to  cover 
cost  of  the  switching  in  the  exchange  and  the  privilege  of 
s^peaking  to  a  subscriber  in  such  exchange.  Without  any 
hesitation  the  Board  is  of  opinion  that  a  toll  of  five  cents  is 
sufficient,  fair  and  reasonable. 

From  the  returns  filed,  it  appears  that  some  of  the  Pony 
Farmers'  lines  are  connected  to  toll  lines.  In  such  cases 
the  local  toll  rates  as  laid  down  in  the  earlier  part  of  this 
decision,  or  the  long  distance  toll  rates  of  the  company  as 
the  case  may  be,  will  be  the  approved  rates  for  the  service 
from  the  point  of  connection  to  the  destination  of  the  call, 
and  in  case  of  such  calls  no  Pony  Farmers'  line  toll  will  be 
payable.  For  the  purpose  of  applying  the  local  toll  rates 
the  exchange  area  will  be  as  laid  down  in  the  earlier  part 
of  the  decision,  the  point  of  connection  with  the  local  toll 
line  or  long  distance  line  being  treated  as  the  center  of  the 
exchange  area, 

Mr.  McLellan,  in  the  course  of  this  inquiry,  produced  a 
statement,  of  tolls  which  had  been  paid  by  a  subscriber  (a 
storekeeper)  on  the  Belmont  exchange  amounting  to  $8.20 
and  on  that  statement  based  the  argument  that  the  tolls 
l^ayable  by  that  subscriber  for  one  year  on  account  of  the 
Pony  Farmers'  line  rate  would  add  $100  to  his  flat  rate  for 
telephone  service.  On  perusal  of  the  bill  in  question  it  was 
found  that  only  23  messages,  or  $2.30,  was  paid  under  the 
proposed  Pony  Farmers'  line  rate,  the  balance,  $5.90,  being 
for  long  distance  tolls  to  Halifax,  Amherst,  Dartmouth, 
St.  John  and  other  places.  These  long  distance  tolls  would 
have  been  the  same  under  the  previous  rate  and  have  noth- 
ing whatever  to  do  with  the  Pony  Farmers'  line  rate. 

A  point  which  was  not  touched  upon  by  counsel  on  the 
investigation  is  as  to  the  number  of  sub-stations  to  be  con- 
nected with  one  line  and  in  the  event  of  the  number  limited 
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and  that  limit  being  reached  and  a  second  line  necessarily 
run  out  to  take  care  of  the  overplus  of  persons  desiring  tele- 
phone service  the  rate,  if  any,  to  be  paid  for  connection  be- 
tween such  lines,  i.  e.,  to  cover  the  cost  of  switching,  etc.  So 
far  the  matter  of  switching  has  only  arisen  between  the  lines 
of  connecting  companies.  It  is  the  practice  of  the  company 
to  connect  as  many  sub-stations  —  telephones  —  to  a  line  as 
it  will  possibly  carry  in  order  to  save  the  necessity  of  run- 
ning out  extra  circuit.  From  the  evidence  presented  to  the 
Board  it  would  appear  that  it  is  the  wish  of  the  subscribers 
that  this  should  be  done  in  order  that  they  may  be  able  to 
talk  with  a  greater  number  of  persons  even  though  they  may 
find  the  line  engaged  four  times  out  of  five  that  they  go  to 
use  their  telephones. 

That,  in  order  to  furnish  satisfactory  service,  there  should 
be  a  limit  to  the  number  of  sub-stations  connected  wuth  a 
line  is  unquestioned,  but  the  difficulty  is  to  fix  the  number.  It 
altogether  depends  on  the  traffic.  While  in  some  localities 
six  or  eight  sub-stations  would  be  all  a  line  could  carry,  in 
others  twenty  might  be  connected.  The  result  of  over- 
loading is  that  a  person  on  going  to  his  telephone  would 
constantly  find  the  line  engaged.  With  some  hesitation  the 
Board  has  come  to  the  conclusion  that  the  limit  should  be 
placed  at  fifteen,  but  in  places  where  the  traffic  is  heavy 
the  company  will  be  expected  to  only  connect  such  a  number 
of  sub-stations  as  will  not  interfere  with  the  providing  of 
a  reasonable  and  adequate  sei-vice. 

In  regard  to  the  switching  between  two  or  more  lines  in 
the  same  locality,  the  Board  is  of  opinion  that  it  must  be 
treated  as  a  call  to  the  exchange  with  which  the  lines  are 
connected  and  that  therefore  the  switching  charge  will  be 
five  cents. 

As  on  the  hearing  the  applicant  company  amended  its 
application,  which  was  general  and  extended  to  the  whole 
Province,  by  limiting  it  to  eighteen  named  districts  to  which 
three  other  districts  were  subsequently  added,  the  applica- 
tion will  be  allowed  on  the  condition  and  with  the  changes 
set  out  in  this  decision  and  the  rate  approved  with  such 
changes  to  take  effect  in  the  following  districts:  t 
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Debert,  Alma  Belmont,  Hopewell,  Maccan,  Spniield, 
Beach  Meadows,  Eastern  Passage,  St.  Margaret's  Bay, 
Clarkeville,  Tracadie,  Heatherton,  Doddridge,  Harbour 
Au  Bouche,  Big  Bras  d'Or,  Alder  Point,  East  Bay,  Jackson- 
ville, Argyle,  Northfield,  Wentworth. 

It  may  also  be  put  in  effect  in  other  districts  after  the 
approval  of  the  Board  has  been  first  obtained.  It  is,  of 
course,  to  be  understood  that  the  existing  farmers'  line, 
or  multi-party  line  rate,  is  not  to  be  affected  in  any  way 
by  this  decision. 

As  the  Pony  Farmers'  line  rate  is  admitted  by  the  com- 
pany to  be  largely  in  the  nature  of  an  experiment,  it  is  pro- 
posed that  for  a  period  of  one  year  from  the  passing  of  the 
order  herein,  that  the  company  shall  report  quarterly  the 
following  information  to  the  Board : 

Name  of  exchange,  number  of  residence  and  business 
telephones  respectively,  length  of  line,  number  of  toll  calls, 
and  toll  revenue. 

An  order  may  issue  accordingly. 

Complaint  —  A.  S.  Burgess  i\  Maritime  Telegraph  and 
Telephone  Company,  Limited. 

The  above  complaint  was  filed  by  Arthur  S.  Burgess, 
merchant  and  manager  of  the  Trading  Company,  Limited, 
of  Canning,  in  the  county  of  Kings,  on  behalf  of  himself, 
his  firm,  and  other  subscribers,  on  the  16th  day  of  May, 
1913,  and  the  answer  of  the  respondent  company  thereto 
was  filed  on  the  24th  day  of  May,  1913. 

The  Board,  under  the  powers  conferred  upon  it  by  the 
Public  Utilities  Act,  decided  to  hold  an  inquiry  and  a  sit- 
ting of  the  Board  was  held  at  Canning  on  July  9,  1913,  for 
the  purpose. 

The  complainant  was  the  lessee  of  three  telephones  on  a 
four-party  line,  one  telephone  being  in  each  of  the  two 
stores  of  the  company,  and  a  third  in  the  residence  of  the 
complainant.  Under  the  complainant's  contract,  which  was 
a  very  old  one,  he  had  the  right  to  connection  with  the  Kont- 
ville  exchange,  free  of  toll. 
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One  store  was  destroyed  by  fire.  After  the  fire  the 
Trading  Company  erected  a  new  brick  block  within  20  feet 
of  the  store  destroyed  and  asked  the  Maritime  Telegraph 
and  Telephone  Company,  Limited,  to  move  the  telephone 
from  the  remaining  old  building  into  the  new\  The  tele- 
phone Company  answered  that  if  they  did  this  a  new  con- 
tract would  be  necessary  and  under  which  the  complainant 
would  be  cut  off  from  free  service  to  the  Kentville  exchange 
and  also  lose  connection  with  his  house  owing  to  the  neces- 
sity of  connecting  the  telephone  to  another  line.  Consider- 
ing the  action  of  the  telephone  company  unreasonable  the 
complainant  moved  the  telephone  himself  to  the  new  build- 
ing and  thereupon,  without  notice,  the  telephone  company 
removed  the  telephone  from  the  premises.  Subsequently 
the  complainant  signed  a  new  contract  under  protest  and 
had  the  telephone  put  in  his  store.  The  rate  under  the  new^ 
contract  was  higher,  being  at  the  regular  filed  rates  and 
free  service  to  Kentville  was  not  given. 

There  was  also  a  general  complaint  on  behalf  of  the 
complainant  himself,  his  firm,  and  others,  asking  for  a  read- 
justment of  the  telephone  situation  at  Canning. 

On  behalf  of  the  telephone  company  it  was  admitted  that 
it  had  refuse<l  to  remove  the  telephone  to  the  new  building 
except  on  the  condition  that  the  complainant  would  be  cut 
off  from  free  service  with  the  Kentville  exchange,  on  the 
ground  that  such  removal  would  terminate  the  old  contract 
and  a  new  contract  would  be  necessary  which,  under  the 
filed  rates,  would  not  give  free  service  with  Kentville. 

On  behalf  of  the  telephone  company  it  was  further  stated 
that  at  the  time  the  scheilule  of  rates  was  filed  under  the 
provisions  of  the  Utilities  act,  a  number  of  irregular  con- 
tracts existed  and  that  no  instructions  had  been  given  to 
the  company  to  cancel  such  contracts,  but  new  contracts 
were  only  accepted  at  the  regular  filed  rates.  It  was  con- 
tended on  behalf  of  the  company  that  as  a  contract  for 
telephone  service  calls  for  a  telephone  located  at  a  certain 
place,  such  contract  is  terminated  and  a  new  contract  must 
be  entered  into  where  the  telephone  is  to  be  installed  in 
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another  place  and  that  Mr.  Burgess  had  been  treated  pre- 
cisely the  same  as  all  other  subscribers  at  Canning.  The 
apparent  discrimination  existing  at  Canning  is  due  to  the 
fact  that  some  of  the  subscribers  are  getting  free  service 
with  Kenlvjlle  under  old  contracts,  while  others,  under  new 
contracts,  are  not. 

At  the  hearing,  the  statements  of  the  complainant  and  of 
G.  W.  Parker,  representing  the  Board  of  Trade  of  Canning, 
and  other  subscribers  were  heard. 

The  questions  regarding  exchange  areas,  service  and 
rates  raised  upon  this  inquiry  will  be  determined  by  the 
conclusions  reached  by  the  Board  in  the  general  part  of  this 
decision. 

As  to  the  right  of  Mr.  Burgess  to  have  a  telephone  in- 
stalled in  a  different  premises  under  a  contract  made  for 
another  premises,  the  Board  is  of  opinion  that  the  conten- 
tion of  the  company  must  prevail. 

As  to  the  matter  of  alleged  discrimination  in  rates  and 
extent  of  service  caused  by  the  old  irregular  contract, 
so-called,  which  discrimination  is  also  alleged  to  exist  in 
various  parts  of  the  Province  for  the  same  reason  between 
localities  and  between  individuals,  the  Board  has  re- 
quested the  company  to  file  returns  as  quickly  as  possible 
showing  all  contracts  now  in  existence  not  in  accord- 
ance with  filed  rates  and  regulations.  As  soon  as  this  in- 
formation is  received  the  Board  will  investigate  the  matter. 
At  the  present  time  it  may  only  be  necessary  to  point  out 
that  the  Public  Utilities  Act  requires  that  all  tolls,  rates  and 
charges  shall  always,  under  substantially  similar  condi- 
tions in  respect  to  service  of  the  same  description,  be 
charged  equally  to  all  persons  and  at  the  some  rate. 

Complaint  —  Henry  B.  Hicks,  et  al,  v.  Maritime  Tele- 
graph AND  Telephone  Company,  Limited. 

All  the  questions  raised  on  this  complaint  were  covered 
by  the  conclusions  of  the  Board  reached  in  the  first  or  gen- 
eral part  of  this  decision  and  will  be  settled  in  accordance 
v/ith  such  conclusions. 

Dated  at  Halifax,  this  fifth  day  of  December,  a.  d.,  1913. 
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IXOTE. — Owing  to  lack  of  space,  only  summary  statements  of  many  of 
the  decisions  involving  points  of  interest  are  printed  in  this  Leaflet, — Ed.] 

CALIFORNIA. 

Railroad  Commission. 

In  the  Matter  of  the  Application  ob^  Pacific  Gas  and 
Electric  Company  for  Authority  to  Issue  Collateral 
Trust  Notes  and  to  Pledge  Bonds  as  Security  There- 
for. 

Application  No.  1038  —  Decision  No.  1435. 

Decided  April  15,  1914. 

Sale  of  PrevlouBly  Authorized  CoUateral  Trust  Notes  at  Price  Fixed  by 

Commission. 

First  Supplemental  Order. 

Edgerton,  Commissioner: 

Whereas,  this  'Cominission  issued  an  order*  in  the  above 
entitled  matter  on  March  25,  1914,  authorizing  Pacific  Gas 
and  Electric  Company  to  issue  $7,000,000  of  collateral  trust 
notes  and  to  pledge  certain  bonds  as  security  therefor;  and 

Whereas,  it  was  provided  that  $5,000,000  of  said  notes 
should  be  sold  at  not  less  than  $965.61  for  each  $1,000  note; 
and 

Whereas,  it  was  provided  further  that  the  remaining 
$2,000,000  of  said  notes  should  be  sold  at  a  price  not  less 
than  a  figure  to  be  set  hereafter  by  this  Commission;  and 
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Whereas,  Pacific  Gas  and  Electric  Company  has  now 
tiled  a  supplemental  application  with  this  Commission  ask- 
ing for  authority  to  sell  $2,000,000  of  said  collateral  trust 
notes  at  a  price  not  less  than  $975  and  accrued  interest  for 
each  $1,C00  note; 

It  is  hereby  ordered,  That  Pacific  Gas  and  Electric  Com- 
pany be  given  authority  to  sell  $2,000,000  of  said  collateral 
trust  note.^  at  a  price  not  less  than  $975  and  accrued  interest 
for  each  $1 ,000  gold  note. 

The  authority  herein  given  is  subject  to  all  of  the  condi- 
tions set  forth  by  this  Commission  in  its  order*  in  the  above 
entitled  matter  of  March  25,  1914. 

The  foregoing  first  supplemental  order  is  hereby  ap- 
])roved  and  ordered  filed  as  the  first  supplemental  order  of 
the  Railroad  Commission  of  the  State  of  California. 

Dated  at  San  Francisco,  this  fifteenth  day  of  April,  1914. 


•  Printed  in  Commission  Leaflet  No.  30,  at  pajre  1337. —  Ed, 
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NEW  JERSEY. 

Board  of  Public  Utility  Commissioners. 

In  the  Matter  of  the  Complaint  of  the  Inhabitants  of 
THE  City  of  Plainfield  v.  the  Public  Service  Elec- 
tric Company  Regarding  Enforcement  of  Contract 
Respecting  Electric  Lighting  of  Public  Buildin(js. 

Decided  April  1,  191k 

Free   Service  to   Municipality  under   Contract  Made  between  City   and 

Company  before  EfFectiYe  Date  of  Public  tJtilitiee  Act — 

Construction  of  Public  Utilities  Act. 

This  was  a  petition  for  an  order  requiring  the  respondent,  the  Public 
Service  Electric  Company,  to  comply  with  the  terms  of  a  certain  ordinance 
of  the  city  of  Plainfield  and  a  certain  agreement  entered  into  between  the 
city  and  the  respondent,  and,  in  conformity  therewith,  to  continue  to  fur- 
nish lijrhting  sen-ice  to  the  municipal  buildinjjs  of  the  city  without  charge. 
It  appeared  that  the  city  of  Plainfield,  by  ordinance  approved  July  12. 
lSi)S,  had  granted  to  the  respondent's  predecessor  in  title  the  right  to  place 
its  distributing  apparatus  in  the  public  streets  of  the  city.  It  further 
appeared  that,  on  November  2«S,  189S,  the  city  and  the  franchisee  had 
entered  into  an  agreement  which  recited,  among  other  things,  that  "it 
was  understood  and  agreed,  before  the  passage  of  said  ordinance,  and  in 
consideration  thereof,"  that  the  franchisee  undertook  "  while  said  com- 
pany. Its  successors  or  assigns  shall  continue  to  use  any  of  the  streets  of 
said  city,''  to  light  by  electricity,  free  of  charge,  all  municipal  buildings 
in  the  city.  The  respondent  contended  that  the  public  utility  act,  in  for- 
bidding undue  or  unjust  discrimination,  precluded  the  lighting  of  municipal 
buildings  in  one  case  without  payment  and  the  exacting  of  payment  in 
other  cases  for  a  service  physically  similar.  The  i^espondent  further  con- 
tended that  the  prohibition  of  inidue  or  unjust  discrimination  was  an 
implied  repealer  by  the  State,  of  rights  theretofore  existing  by  contract 
in  favor  of  certain  municipa'ities. 

Held:  That,  by  necessary'  implication,  the  rights  and  obligations  recited 
in  the  snbserjuent  agreement  between  the  city  and  the  original  franchisee 
became  part  and  i)arcel  of  the  contract  created  by  the  passage  and  ac- 
ceptance of  the  ordinance,  although  their  reduction  to  writing  was  subse- 
quent to  the  ])revious  ordinance,  and  that,  being  a  necessaiy  and  pre- 
destined complement  to  the  contractual  rights  and  obligations  named 
preliminary  in  the  ordinance,  the  Board  has  no  alternative  but  to  regard 
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them,  to  all  Id  tents  and  purposes,  as  part  of  the  contract  eli'ected  by  the 
passage  and  acceptance  of  the  ordinance,  and  as  entitled  to  the  same  en- 
forcement as  though  the  original  ordinance  had  set  them  all  forth  at 
length; 

That  when  a  public  utility  bargains  with  a  municipality  lor  rights  of 
entry  upon,  and  occupancy  of,  the  public  streets,  it  acts  in  a  unique 
capacity  in  which  it  may  assume  obligations  to  make  a  return  for  such 
franchise  privileges  as  it  seeks  and  may  express  such  obligations  in  terms 
of  money  or  of  sen-ice,  but  that  the  essential  thing  is  that  the  obligation 
so  undertaken  is  one  assumed  by  the  utility  '*  cts  a  bargaining  with  a  body 
politic  "  and  not  as  a  duly  deputized  and  unfranchised  agency  required 
to  aff(ird  service  to  the  generality  of  consumers  without  undue  or  unjust 
discrimination. 

That  it  is  one  thing  for  a  public  utility  when  bargaining  w^ith  a  body 
jMilitic  for  a  franchise  to  promise  senice  without  charge;  it  is  a  radically 
<lifferent  thing  for  a  utility  duly  enfranchised  to  sell  service  to  the  public 
generally ; 

That  for  the  respondent  to  furnish  lighting  ser\'ice  without  charge 
to  the  municipal  buildings  of  the  city  does  not  involve  undue  or  unjust 
discrimination  and,  under  the  circumstances  of  this  case,  the  respondent 
is  bound  to  afford  such  service  without  charge  to  the  city  of  Plainfield. 

Ordered,  That  the  respondent  furnish  to  the  city  of  Plainlield,  free  of 
charge,  such  service  as  is  provided  for  in  the  agreement  entered  into  be- 
tween the  city  and  the  respondent's  predecessor  in  title.* 

Appearances: 

diaries  A.  Reed,  for  the  petitioner. 
L.  D,  H,  Gilmoury  for  the  respondent. 

Eeport. 

By  petition  filed  with  Oiis  Board  on  Januarj^  12,  1914, 
the  petitioners  asked  this  Board  to  enter  an  order  requir- 
ing the  respondent  to  comply  with  the  terms  of  a  certain 
ordinance  and  a  certain  agreement;  and,  in  conformity 
therewith,  to  continue  to  light  the  municipal  buildings  of 
the  city  of  Plainfield  >\dthout  charge. 

The  case  was  heard  at  the  state  house  in  the  city  of 
Trenton  on  January  27,  1914,  both  parties  being  repre- 
sented by  counsel. 


•  Editor's  beadnote. 
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The  essential  facts  in  the  case  are  practically  undisputed. 

It  appears  that  the  city  of  Plainfield,  by  ordinance  ap- 
])roved  July  12,  1898,  granted  to  respondent's  predecessor 
in  title  the  right  to  place  distributing  apparatus  in  public 
streets  of  the  city.  Said  ordinance  designated  where  and 
how  such  apparatus  should  be  located  and  maintained. 

There  is  no  allegation  that  said  ordinance  was  not  duly 
accepted  by  the  franchisee. 

On  November  28,  1898,  the  city  and  the  franchisee  made 
an  agixeinent,  reciting,  inter  alia,  that 

"  It  was  iiuderst(H)d  and  ajrreed  before  the  passage  of  said  ordinance  '* 
(referring;  to  the  ordinance  of  July  12,  1898),  "and  in  consideration 
thereof,  that  the  said  Plainfiehl  Gas  and  Electric  Li^jht  Company"  (re- 
spondent's predecessor  in  title)  "  shouhl  enter  into  this  contract  for  the 
benefit  of  the  said  inhabitants  of  the  city  of  Plainfield  and  all  persons 
residing  thereni; '' 

Among  the  covenants  in  said  agreement  contained  is  one 
whereby  the  franchisee  undertakes 

**  while  said  coiiipany,  its  successors  or  assigns,  shall  continue  to  use  any  of 
the  streets  of  the  said  city,  or  any  of  the  subways  aforesaid,  (to)  light  by 
electricity,  free  of  charge,  the  common  council  chambers,  offices  of  the 
mayor,  collector,  street  coiumissitrner,  city  clerk,  the  city  jail,  station 
house,  aluishouse,  fii-e  houses,  as  at  present  lighted  or  new  in  proportion, 
and  all  other  otnces,  rooms  or  buildings,  owned  or  occupied  by  the  city 
ofTicers,  or  that  may  be  hereafter  owned  or  occupied  for  city  purposes, 
including  city  hall  if  the  same  shall  be  built  or  rented,  etc.*' 

This  covenant  in  the  agreement  is  quite  apart  from,  and 
independent  of,  another  in  the  same  agreement  whereby 
the  city  at  its  option  may  call  upon  the  franchisee  to  light 
the  city  streets.  The  city  expressly  reserved  its  right  to 
take  c'ty  lighting  from  other  parties,  and  to  resume  such 
service  at  the  hands  of  the  franchisee  thereafter,  if  the  city 
saw  fit. 

It  is  in  evidence  that  Public  Service  Electric  Company, 
by  letter  of  December  8,  1913,  notified  -the  mayor  of  Plain- 
field  that  it 

"  is  convinced  that  it  cannot  longer  continue  to  lawfully  furnish  free  light- 
ing to  the  municipal  builduigs  in  the  city  of  Plainfield,  and  unless  a  eon- 
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tract  for  that  purpose  is  made  before  the  first  of  February  next,  the  com- 
pany will  be  constrained  to  discontinue  the  lightings  of  such  buildings  at 
that  time." 

In  this  posture  of  affairs  the  city  petitioned  this  Board, 
as  above  recited,  to  make  an  order  requiring  the  respond- 
ent to  comply  with  the  terms  of  the  ordinance  and  the  cove- 
nants of  the  agreement  as  set  forth  above,  and  in  conform- 
ity therewith  to  continue  to  light,  without  charge,  the 
municipal  buildings  of  Plainfield. 

What  are  the  grounds  upon  which  the  Board  may  order 
a  public  utility  to  fulfill  covenants  embodied  in  a  contract 
related  as  in  this  case  to  a  duly  accepted  ordinance! 

The  petitioners  rest  their  request  for  such  an  order  upon 
Chapter  195  of  the  Laws  of  1911,  IL,  17,  (a).  This  pro- 
vides that  the  Board  shall  have  power,  after  hearing,  by 
order  in  writing,  to  require  every  public  utility 

(a)  "To  comply  with  the  laws  of  this  State  and  any  municipal  ordi- 
nance relating  thereto  and  to  conform  to  the  duties  imposed  upon  it 
thereby,  or  by  the  provisions  of  its  own  ehai^ter,  whether  obtained  under 
any  general  or  special  law  of  this  State.'* 

Petitioner's  contention  is  that  the  laws  of  the  State  re- 
quire an  observance  of  contract  obligations;  that  the  light- 
ing of  the  city  buildings  without  charge  is  a  contract  obli- 
gation of  the  respondent;  that  respondent  refuses  to  ob- 
serve said  contract  obligation;  and  that  therefore  this 
Board  has  jurisdiction  and  should  order  compliance  wath 
the  contract. 

The  Bx)ard  is  clearly  of  opinion  that  the  section  of  the 
statute  cited  warrants  the  Board  to  order  a  public  utility 
to  comply  with  the  laws  of  this  State  w^hich  relate  to  the 
utility  by  reason  of  the  utility's  specific  character  as  a  duly 
delegated  agent  of  the  State  for  affording  service,  safe, 
adequate  and  proper,  at  reasonable  rates,  and  without 
undue  or  unjust  discrimination. 

But  it  is  a  hazardous  pressing  of  the  language  of  the 
.statute  which  w^ould  make  it  imply  that  this  Board  may 
order  a  public  utility  to  make  a  payment  of  money  lawfully 
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clue  to  a  contractor  for  work  done,  or  to  comply  with  a 
contract  which  differs  in  no  way  from  a  contract  assumed 
by  private  parties. 

The  enforcement  of  obligations,  such  as  that  just  in- 
stanced, of  a  public  utility,  it  was  clearly  never  intended  to 
imi)ose  upon  an  administrative  board,  or  to  withdraw  even 
in  the  first  instance  from  the  jurisdiction  of  the  courts. 

If  the  obligation  of  the  respondent  to  light  without 
.charge  the  public  buildings  of  Plainfield  as  a  continuous 
pajTiient  for  respondent's  right  of  entry  upon  and  occu- 
pancy of  streets  of  Plainfield,  said  rights  being  obtained 
when  its  franchise  from  Plainfield  was  bargained  for,  were 
one  flowing  wholly  from  a  contract  that  in  its  nature  is 
entirely  akin  to  a  contract  between  two  private  individuals 
it  would  be  an  obligation  not  intended  for  this  Board's 
cognizance  or  enforcement  under  the  statute. 

But  this  Board  is  not  persuaded  that  the  contractual 
obligation  of  the  respondent  to  light  the  city  buildings  free 
of  chargp  is  one  arising  from  a  contract  such  as  might  be 
concluded  by  the  respondent  in  a  quasi-private  capacity. 
The  passage  and  acceptance  of  the  ordinance  approved 
tluly  12,  1898,  created  certain  contractual  rights  and  obli- 
gations between  the  city  and  the  franchisee.  Some  of  these 
rights  aiid  obligations,  such  as  the  designation  of  streets 
on  which  the  franchisee's  distributing  apparatus  may  be 
I^laced,  ate  described  in  the  ordinance.  But  the  rights  and 
obligations  created  by  the  passage  and  acceptance  of  the 
ordinance  are  not  set  forth  in  their  entirety  in  the  ordi- 
nance, but  are  defined  in  the  subsequent  agreement.  This 
fact  is  attested  by  the  preamble  of  the  agreement  of 
November  28,  1898,  wherein  it  is  explicitly  stated  that: 

"  it  waji  understood  and  agreed  before  tJ^  passage  of  the  said  ordinance, 
and  in  ronsi deration  thereof,  that  the  said  Plainfield  Gas  and  Electric  Light 
Company  should  enter  into  this  contract  for  the  benefit  of  the  said  in- 
habitants of  the  city  of  Plainfield  and  all  persons  residing  therein." 

Hence  the  omission  of  the  ordinance  to  recite  each  and 
all  of  those  contractual  rights  and  obligations  in  extenso 
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does  not  operate  to  deprive  the  rights  and  obligations  sub- 
sequently set  forth  in  the  agreement,  of  the  binding  force 
imparted  to  them  by  the  passage  and  acceptance  of  the 
ordinance.  By  necessary  implication  the  rights  and  obliga- 
tions recited  in  the  agreement  become  part  and  parcel  of 
the  contract  created  by  the  passage  and  acceptance  of  the 
ordinance,  although  their  reduction  to  writing  was  subse- 
quent to  the  approval  of  the  ordinance.  Being  a  necessary 
iind  predestined  complement  to  the  contractual  rights  and 
obligations  named  preliminarily  in  the  ordinance,  this 
Board  has  no  alternative  but  to  regard  them  to  all  intents 
and  purposes  as  part  of  the  contract  effected  by  the  pass- 
age and  acceptance  of  the  ordinance,  and  as  entitled  under 
the  statute  to  the  same  enforcement  as  though  the  original 
ordinance  had  set  them  all  forth  at  length. 

The  case  before  the  Board  was  argued  largely  by  the 
respondent  on  the  ground  that  the  Public  Utility  Act,  in 
forbidding  undue  or  unjust  discrimination,  precludes  the 
lighting  of  municipal  buildings  in  one  case  without  pay- 
ment and  the  exacting  of  payment  in  other  cases  for  a 
service  physically  similar.  It  was  argued  that  the  prohi- 
bition of  undue  or  unjust  discrimination  was  an  implied 
repealer  by  the  State,  of  rights  theretofore  existing  by  con- 
tract in  favor  of  certain  municipalities;  that  the  State  by 
tills  section  of  the  act  waived  for  itself  and  for  its  crea- 
tures, the  various  municipalities,  rights  previously  enjoyed 
under  contracts  or  franchise  ordinances,  unless  such  rights 
had  in  all  cases  been  uniformly  granted  to  all  municipalities 
by  the  utility. 

The  Board  is  of  opinion  that  this  contention  is  ground- 
less. Undue  or  unjust  discrimination  was  forbidden  at  the 
common  law  prior  to  the  enactment  of  Chapter  195,  Laws 
of  1911.  If  such  rights  which  municipalities  have  obtained 
by  contract,  whether  incorporated  in  ordinances  or  not, 
when  bargaining  in  respect  to  franchise  grants,  are  void 
now,  they  have  long  been  void  hitherto.  That  such  rights 
have  been  upheld  in  many  adjudications  precludes  the  as- 
sumption that  they  were  void  or  have  become  void.    Such 
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a  position  may  readily  prove  a  double-edged  tool  for  public 
utilities.  If  the  covenants  under  which  they  obtained 
rights  of  entry  always  were  void,  the  franchises  in  ques- 
tion are,  many  of  them,  in  a  parlous  state.  The  utilities 
are  not  entitled  to  the  rights  they  have  obtained  by  such 
contracts,  unless  they  honor  the  valid  considerations  re- 
quired of  them  by  virtue  of  such  contracts. 

The  Board  is  of  the  opinion  that  when  a  public  utility 
bargains  with  a  municipality  for  rights  of  entry  upon  and 
occupancy  of  the  public  street,  the  public  utility  acts  in  a 
uni(iue  capacity;  that  in  such  unique  capacity  it  may 
assume  obligations  to  make  a  return  for  such  franchise 
privileges  as  it  seeks,  and  may  express  such  obligations  in 
terms  of  money,  or  of  service.  It  may  in  such  capacity 
lawfully  undertake  to  pave  the  streets  traversed  by  its 
cars.  It  may  in  such  capacity  undertake  to  pay  to  the 
municipality  in  money  a  certain  portion  of  its  receipts.  It 
may,  in  such  capacity,  undertake  to  afford  a  stipulated 
amount  of  free  service,  such  as  free  lighting,  or  free  tele- 
phone service  for  municipal  buildings. 

The  essential  thing  is  that  the  obligation  so  undertaken, 
even  though  expressed  in  terms  of  service  to  be  rendered 
without  money  pa^^nent,  is  one  assumed  by  the  public  util- 
ity as  a  bargainer  nith  a  body  politic,  not  as  a  duly  depu- 
tized and  enfranchised  agency  required  to  afford  service  to 
the  generality  of  consumers  without  undue  or  unjust 
discrimination. 

It  is  one  thing  to  promise  service  without  charge  when 
the  utility  bargains  with  a  body  politic  for  a  franchise;  it 
is  a  radically  different  thing  for  a  utility  duly  enfranchised 
to  sell  service  to  the  public  generally.  In  the  one  case  the 
utility  buys  particular  privileges  from  a  particular  body 
politic;  in  the  other  case,  the  utility  sells  services  to  con- 
sumers generally.  In  the  one  case  it  buys  a  franchise ;  iu 
the  other  it  sells  a  service. 

The  Board,  therefore,  is  clearly  of  opinion  that  for  the 
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respondent  to  li:>ht  without  charge  the  public  buildings  of 
the  city  of  Plainfield  does  not  involve  undue  or  unjust  dis- 
•  crimination,  but  that  the  respondent  is  bound  to  afford  such 
lighting  service  without  charge  to  the  city  of  Plainfield. 

The  alternative  contention  of  the  respondent  that  such 
lighting  service  without  charge  is  a  tax,  and  may  be  de- 
ducted by  the  respondent  under  the  A^oorhees'  Act  from 
the  taxes  paid  to  the  municipality,  is  a  matter  not  within 
the  competence  of  this  Board. 

An  order  will  enter  conformably  with  the  detennination 
above  made. 

Dated  April  1,  1914. 

Order. 
This  case  being  at  issue  upon  complaint  and  answer  on 
file,  and  having  been  duly  heard  and  submitted  by  the  par- 
ties, and  full  investigation  of  the  matters  and  things  in- 
volved having  been  had,  and  the  Commission  having  on  the 
date  hereof  made  and  filed  a  report,  containing  its  findings 
of  fact  and  conclusions  thereon,  which  said  report  is  hereby 
referred  to  and  made  a  part  hereof,  the  Board  of  Public 
Utility  Commissioners 

Hereby  orders  the  Public  Service  Electric  Company  to 
conform  to  the  duties  imposed  on  it  by  an  agreement  with 
the  city  of  Plainfield  made  November  28, 1898,  by  the  Plain- 
field  Gas  and  Electric  Light  Company  (predecessor  in  title 
to  the  Public  Service  Electric  Company)  and  to  furnish 
free  of  charge  to  the  city  of  Plainfield  such  service  as  the 
agreement  referred  to  herein  provides  shall  be  furnished 
by  the  Plainfield  Gas  and  Electric  Company  to  said  city. 

This  order  shall  take  effect  April  21,  1914. 

Dated  April  1,  1914. 
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In  the  Matter  of  the  Complaint  of  Ceiarles  Reincke 

V.  THE  Public  Service  Gas  Company.  * 

Decided  Ajjril  20,  J 914. 

Seasonableness  of  Practice  of  Diacontiniiiiig  Service  for  Non-Payment  of 

Bills  hy   Ck>n8iimer  Wliera   I>epo8it  is   More  thui   Sufficient  to 

Cover    All    Ontstanding    Charges — Nature    of    Deposit — 

Seasonable  Notice  of  Discontinuance  of  Service. 

Appearances  : 

Charles  Reincke^  in  person. 

L,  D.  H.  GUmour  and  Edmund  W.  Wakelee,  for  the 
respondent. 

Report. 

This  complaint  challenges  the  reasonableness  of  the  prac- 
tice of  the  respondent  company  in  discontinuing  service 
to  a  customer,  who  has  failed  to  pay  a  bill  for  gas  within 
the  time  limited  by  the  company's  inile,  when  said  customer 
lias  a  deposit  with  the  company,  amounting  to  more  than 
the  unpaid  bill. 

On  January  12, 1914,  complainant  owed  two  bills  for  gas, 
as  follows:  December:  $2.61,  January:  $1.26.  On  that 
date,  complainant  paid  the  December  account,  leaving  the 
January  account  unpaid.  On  January  13,  the  company 
gave  notice  that  unless  this  bill  was  paid  on  or  before  noon 
January  14,  it  would  ^*  discontinue  the  supply  of  gas." 
The  bill  not  being  paid,  service  was  discontinued  in  accord- 
ance with  the  notice. 

Complaint  was  thereupon  made  that  the  action  of  the 
company  in  thus  cutting  off  service  was  unreasonable,  be- 
cause the  complainant  had,  for  five  jears  past,  a  deposit 
of  $5.00  in  the  company's  hands  to  guarantee  payment  of 
bills  for  gas  supplied.  A  copy  of  the  complaint  was  for- 
warded to  the  company,  answer  was  filed,  and  the  matter 
came  on  for  hearing  at  Chancery  Chambers,  Jersey  City, 
on  March  6,  1914. 

No  question  is  raised  as  to  the  reasonableness  of  the  rule  % 

requiring  the  deposit,  nor  as  to  the  amount  of  such  de- 
posit.   The  sole  question  raised  is  as  to  the  reasonableness 
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of  the  practice  of  the  company  in  discontinuing  service 
when  tlie  deposit  is  more  than  sufficient  to  pay  all  outstand- 
ing charges. 

To  determine  this  question  it  is  necessary  to  inquire  into 
the  nature  of  the  deposit  and  the  reasons  which  justify  its 
exaction.  These  are  discussed  in  the  case  decided*  by  the 
Board  in  February,  1914,  involving  the  reasonableness  of 
the  rule  of  the  Easton  <jas  Works  requiring  deposits.  In 
that  case,  the  Board  said: 

"  In  determining  the  i*easonableness  of  the  impugned  rule,  it  is  necesisary 
to  distinguish  the  advance  deposit  required  by  such  a  rule  from  a  minimum 
charge,  a  service  charge,  a  meter  rent,  an  insurance  fund  to  insure  the 
integrity  of  the  meter,  and  the  base  rate  for  metered  gas  or  electric  cur- 
rent. The  sole  function  of  the  advance  deposit  is  to  ensure  the  payment 
of  service  whose  amount  cannot  be  known  in  advance.'' 

The  fund  is  held  to  answer  the  default  of  the  consumer, 
ynd  whenever  the  consumer  defaults  in  payment  the  fund 
may  be  resorted  to.  Its  exaction  cannot  be  justified  on  any 
other  ground.  Persons  \\dth  credit  and  financial  standing 
are  not  required  to  make  a  deposit.  If  the  fund  could  be 
regarded  otherwise  than  as  answerable  for  the  default  of 
the  consumer,  it  would  be  necessary  for  the  company  to 
reduce  its  claim  1o  judgment  and  levy  on  the  fund.  Clearly 
the  fund  occupies  no  such  position.  It  is  a  sum  of  money 
iti  the  company's  hands,  which  is  answerable  for  the  pay- 
ment of  the  consumer's  account,  whenever  there  is  default 
in  the  pajTuent  thereof  in  the  ordinary  course.  In  this 
view,  the  company  should  have  applied  so  much  of  that  fund 
as  was  required  to  cancel  complainant's  charge  for  gas 
consumed. 

In  this  situation,  with  complainant's  debt  extinguished, 
is  one  day's  notice  of  a  purpose  to  discontinue  ser\^ce 
reasonable ! 

We  think  not.    The  company  is  not  required  to  furnish 
gas  at  a  risk  of  loss  from  non-payment.    Whenever  it  be-, 
comes  necessary  to  have  recourse  to  the  guarantee  deposit 


•  See  Commission  Leaflet  Xo.  20,  at  papre  1105. —  Ed. 
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the  company  is  justified  in  regarding  the  consumer  as  of 
doubtful  responsibility  and  in  protecting  itself  from  the 
danger  of  future  non-payment.  But  while  it  still  has  in 
hand  more  money  of  the  customer  than  is  required  to  meet 
current  accounts,  summary  discontinuance  of  service  is  not 
warranted.  In  the  judgment  of  the  Board  the  company 
would  be  warranted  in  giving  notice  to  the  customer  to  re- 
store the  deposit  to  the  original  amount  wnthin  a  reason- 
able time  or,  in  case  of  failure  to  so  renew  the  deposit,  that 
the  account  would  be  closed  and  the  deposit  returned,  after 
deducting  all  service  charges  to  that  date. 

The  company  urged  that  transferring  so  much  of  the 
fund  as  would  satisfy  debts  due  w^ould  entail  increased 
bookkeeping.  This  is  undoubtedly  true.  It  must  not  be 
overlooked,  however,  that  the  company  is  debtor  to  the 
consumer  to  the  amount  of  the  deposit  and  that  its  pos- 
session renders  the  company's  account  secure,  and  such 
bookkeeping  as  is  entailed  is  required  by  the  business  of 
the  company. 

The  Board  recommends  a  modification  of  respondent's 
rule  to  conform  to  the  views  set  forth  herein,  and  respond- 
ent is  requested  to  notify  this  Board  within  two  weeks  from 
the  date  hereof  whether  it  will  so  modify  its  rule. 

Dated  April  20,  1914. 
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NEW  YORK. 

Public  Service  Commission  —  First  District. 

In  the  Matter  of  the  Complaint  of  C.  Perceval,  Incor- 
porated, V.  The  New  York  Edison  Company. 

Case  No.  1729. 

Decided  March  3,  1914, 

(5  P.  S.  C.  R.  (1st  Dist.  N.  Y.)  192) 

Sendee  by  Electrical  Oorporatioii»— AuziUary  Senrice— Befosal  to  Fnmiali 

Service  to  Oonjmmer  Beceivlng  Onrrent  ftom  Private 

Plant^-Oomplaint  Dismiased. 

The  complainant  and  Wing  occupied  adjoining  buildings  under  separate 
leaseholds  and  conducted  separate  and  distinct  businesses.  Wmg^s  build- 
ing contained  a  private  electric  plant  used  for  supplying  Wing's  building. 
Complainant  proposed  to  obtain  a  supply  of  electric  current  from  Wing's 
private  plant  in  the  adjoinuig  building  between  7:30  a.  m.  and  5:30  p.  m., 
and  applied  to  the  defendant  electrical  corporation  for  a  supply  of  electric 
current  under  the  defendant's  wholesale  rate,  general  i*ate  schedule,  and 
power  schedule,  respectively,  in  connection  witli  the  same  equipment, 
without  any  limitation  as  to  the  hours  during  which  complainant  pro- 
posed to  use  the  electric  current  applied  for,  expecting,  howe\er,  to  use 
defendant's  current  only  during  the  night.  The  defendant  refused  to 
accept  the  complainant's  applications  unless  they  contained  its  standard 
clause  whereby  complainant  agreed  to  introduce  or  us*e  no  other  electric 
sen'ice  in  connection  with  the  equipment  supplied  under  the  api)lication8 
without  the  previous  written  consent  of  the  defendant. 

Held:  That  the  defendant  should  not  be  required  to  supply  electric 
current  to  the  complainant  in  connection  with  the  same  equipment  over 
which  the  complainant  was  to  receive  service  from  the  independent  com- 
peting private  plant. 

Contracts  Affecting  Rates  or  Seryice — Electrical  Corporations — Legality  of 

Provision  Prohibiting  Use  of  other  Electric  Service  over 

the  Same  Eqnipment. 

{Maltbie,  Commissioner.)  The  provision  in  an  electric  current  rate 
schedule,  that  no  other  electric  service  shall  be  introduced  or  used  by  a 
customer  in  connection  with  the  equipment  supplied  with  electricity  by  the 
electrical  corporation  without  the  previous  written  consent  of  the  electrical 
corporation,  is  reasonable  and  legal. 
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Service  by  Electrical  Corporations^Competltion  with  Private  Plants  Sell- 
ing Current  to  Oonsumers  other  than  Tenants— When  Service  by 
Electrical  Corporation  to  Competitor  or  Competitor's 
Customer  is  not  Obligatory. 
(Mallbie,  Commissioner,)     A  public  service  corporation  is  obliged  to 
siipplj^,  under  uonnal  conditions,  every  person  who  demands  service  and 
obtains  the  same  kind  of  senice  from  no  other  source,  but  a  public  service 
corporation  may  not  reasonably  be  required  to  furnish  breakdown  service 
foi<  a  competitor  furnishing  the  same  kind  of  service  in  the  same  area; 
and  when  a  consumer  undertakes  to  supply  current  to  adjoining  properties 
not  occupied  by  its  own  tenants,  or  where  a  consumer  demands  the  privi- 
lege of  switching  his  installation  or  any  part  of  it  from  one  source  to 
another,  both  of  which  are  located  outside  of  his  own  premises,  an  elec- 
trical corporation  is  not  required  to  furnish  ser\'iee. 

Service   by  Electrical  Corpox»ti<»i — ^Duty  to   Furnish   Electric   Service — 

Transportation  Corporations  Law,  Section  02,  Construed  as 

Applicable  only  to  '^Lighting." 

(Maltbie,  Commitvtioner.)  The  Transportation  Corporations  Law,  Sec- 
tion 62,  providing  that,  upoji  proper  application  of  the  owner  or  occupant 
of  any  building  or  premises,  a  gas  or  electrical  corporation  shall  supply 
gas  or  electric  light  as  may  be  required  for  lighting  such  building  or 
premises,  api>lies  to  the  service  only  for  lighting  and  not  for  general  use. 

Service  by  Electrical  Corporations — ^Duty  to  Furnish  Electric   Service — 

Transportation  Corporations  Ziaw,  Section  62,  Construed  as 

not  Applicable  to  Auxiliary  Service. 

(MaUhiCy  Commissioner.)  The  Transportation  Corporations  Law,  Sec- 
tion 62,  relating  to  compulsory  service  by  gas  and  electrical  corporations, 
does  not  seem  to  require  an  electrical  corporation  to  supply  such  current 
as  may  be  demanded  by  an  owner  or  occupant  to  finish  the  lighting  of  its 
premises  after  he  has  secured  a  portion  of  his  supply,  of  electricity  for 
tliat  purpose  by  purchase  from  a  competitor  of  the  electrical  corporation. 

The  proceeding  was  upon  the  complaint  of  C.  Perceval, 
Incorporated,  against  The  New  York  Edison  Company 
alleging  that  there  was  in  the  course  of  construction  for  the 
sole  occupancy  of  the  complainant,  for  its  business,  a 
building  situated  at  Nos.  2-6  Ninth  Avenue,  in  the  Borough 
of  Manhattan,  City  of  New  York;  that  on  July  30, 1913,  the 
complainant  applied  in  writing  to  the  defendant  for  elec- 
tric current  and  offered  to  enter  into  an  agreement  with  the 
defendant  to  pay  for  the  same  its  reasonable  and  proper 
charges,  and  also  offered  to  deposit  a  sum  sufficient  to 
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pay  the  cost  of  its  portion  of  the  pipe  or  wire  required  to 
be  laid  and  the  expense  of  laying  such  portion  to  make  con- 
nection with  the  building,  and  that  the  defendant  refused  to 
comply  with  the  request  or  to  make  the  connection  or  to 
supply  any  current  to  the  complainant  at  that  building,  and 
requesting  that  the  defendant  be  required  to  make  the  con- 
nection with  its  mains  and  supply  the  current  in  the  com- 
plainant's building. 

On  February  27,  1914,  the  Commission  entered  an  order 
dismissing  the  complaint,  all  the  Commissioners  present 
(Commissioners  McCall,  Maltbie,  Cram  and  Williams)  vot- 
ing in  favor  of  the  entry  of  the  order. 

On  March  3,  1914,  Commissioner  Maltbie,  before  whom 
the  proceeding  was  had,  filed  the  opinion,  which  is  set  out 
below,  but  no  vote  was  taken  upon  the  question  of  approv- 
ing the  opinion. 

The  further  facts  in  relation  to  the  matter  appear  in  the 
opinion. 

Henry  H.  Whitman,  for  the  Commission. 

Spencer,  Ordway  and  Wierum,  by  Nelson  S.  Spencer, 
for  the  complainant. 

Beardsley,  Hemmens  and  Taylor,  by  Henry  J.  He  mm  ens, 
for  the  defendant. 

Maltbie,  Commissioner: 

The  complainant  in  this  case,  C.  Perceval,  Incorporated, 
is  a  corporation  and  occupies,  under  a  long-term  lease  from 
the  Astor  estate,  the  building  located  at  Nos.  2-8  Ninth 
Avenue  in  the  Borough  of  Manhattan,  New  York  City.  An 
adjoining  building,  also  owned  by  the  Astor  estate,  is  occu- 
pied under  a  long-term  lease  by  Frank  L.  Wing.  The  busi- 
.  ness  conducted  by  the  complainant  in  its  building  is  en- 
tirely separate  and  distinct  from  the  business  conducted 
by  Mr.  Wing  in  his  building,  and  the  two  buildings  are  held 
under  entirely  separate  leaseholds.  The  building  occupied 
by  Mr.  Wing  contains  a  private  electric  plant,  which  is 
used  for  supplying  electricity  to  that  building;  but  the 
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building  occupied  by  the  complainant  contains  no  electric 
generating  plant.  The  complainant's  business  is  such  that 
a  supply  of  electricity  is  required  during  the  night  as  well 
as  in  the  day  time. 

The  complainant  purposes  to  obtain  a  supply  of  elec- 
tricity from  the  private  plant  in  the  adjoining  building 
during  the  hours  from  7 :30  a.  m.  to  5 :30  p.  m.,  the  neces- 
eary  connections  between  the  two  buildings  being  made 
without  using  any  space  in  the  street ;  but,  it  being  imprac- 
ticable, or  undesirable  to  rely  on  that  source  of  supply 
during  the  night,  the  complainant  desires  to  obtain  elec- 
tricity from  the  defendant,  The  New  York  Edison  Com- 
pany, when  electricity  is  not  being  obtained  from  the  ad- 
joining building.  For  that  purpose,  the  complainant  made 
three  written  applications  to  the  defendant  on  July  30, 
1913,  for  the  supply  of  electric  current  under  the  defend- 
ant's wholesale  rate  schedule,  general  rate  schedule  and 
power  schedule,  respectively.  The  applications  contained 
no  limitation  as  to  the  hours  during  which  the  complainant 
proposed  to  use  the  current  applied  for;  and  complainant's 
counsel,  at  the  hearing  in  this  case,  stated  that  the  com- 
plainant desired  the  right  to  use  the  Edison  service  at  any 
time  it  might  choose  to  do  so,  although  it  was  expected  that 
the  complainant  would  use  it  only  during  the  night.  The 
written  applications  submitted  by  the  complainant  were 
made  upon  the  ordinary  printed  blanks  furnished  by  the 
defendant  for  that  purpose,  but  in  each  case  a  certain 
clause  in  the  printed  form  had  been  stricken  out  by  the 
complainant,  reading  as  foUow^s: 

"And  that  no  other  electric  service  shall  be  introduced  or  used  in  con- 
nection with  the  equipment  supplied  hereunder,  without  the  previous  writ- 
ten consent  of  The  New  York  Edison  Company." 

These  words  were  stricken  out  by  the  complainant  be- 
cause, if  they  were  included  in  its  contracts  with  the  Edison 
company,  it  would  be  impossible  to  obtain  any  portion  of 
its  supply  of  electricity  from  the  private  plant  above  men- 
tioned.   The  Edison  company  refused  to  .accept  the  appli- 
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cations  with  this  clause  eliminated,  and  the  complainant 
lias  applied  to  the  Commission  for  an  order  requiring  the 
Edison  company  to  furnish  the  desired  service. 

It  is  admitted  that  the  complainant's  building  is  within 
100  feet  of  the  wires  of  the  Edison  company  in  the  adjacent 
street,  so  that  the  company  would  be  required,  under  the 
statute,  to  furnish  service  to  that  building  unless  it  should 
appear  that  the  complainant  refused  to  comply  with  some 
reasonable  requirement  made  by  the  company.  It  is  also 
admitted  that  the  complainant  purposes  to  use  the  electric , 
current  to  be  obtained  from  Mr.  Wing  for  the  same  equip- 
ment —  switchboard,  wires,  lamps,  etc. —  as  that  for  which 
the  Edison  service  would  be  used.  In  other  words,  no 
equipment  is  to  be  segregated;  and  the  complainant  will  not 
be  satisfied  with  a  connection  between  the  Edison  mains 
and  certain  equipment,  such  equipment  to  be  supplied  ex- 
clusively by  the  Edison  company,  while  certain  other  equip- 
ment is  supplied  exclusively  by  the  adjoining  plant.  Com- 
plainant wants  to  have  the  privilege  of  switching  any  or  all 
equipment  from  one  source  of  supply  to  the  other.  It  is  not 
claimed  that  there  has  been  discrimination  against  the  com- 
plainant, or  that  the  Edison  company  has  given  to  any  other 
consumer  of  electricity  the  kind  of  service  desired  by  the 
complainant,  or  that  the  Edison  company  has  made  with 
any  other  consumer  of  electricity  a  contract  which  did  not 
contain  the  clause  in  question.  On  the  contrary,  this  clause 
has  been  included  in  the  company's  standard  contract 
forms  filed  with  the  Commission  as  a  part  of  its  schedule 
of  rates;  and,  so  far  as  we  are  advised,  the  clause  has  been 
uniformly  included  in  the  company's  contracts  with  its 
customers.  What  the  complainant  attacks  in  this  case, 
therefore,  is  the  reasonableness  and  legality  of  this  clause 
and  the  power  of  the  Edison  company  to  require  its  inser- 
tion in  any  contract,  at  least  in  a  contract  made  under  the 
circumstances  existing  in  this  case. 

The  complainant  bases  its  claim  that  it  is  entitled  to  com- 
pel the  rendering  of  service  by  the  Edison  company,  not- 
\\dthstanding  that  it  also  receives  service  over  the  same 
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equipment  from  the  plant  in  the  adjoining  building,  largely 
on  Section  62  of  the  Transportation  Corporations  Law, 
relating  to  gas  and  electrical  corporations.  This  section 
provides  that  upon  proper  application  of  the  owner  or  oc- 
cupant of  any  building  or  premises,  a  gas  or  electrical 
corporation  — 

"  Shall  supply  gas  or  electric  light  as  mav  be  required  for  lightings  such 
building  or  premises,  notwithstanding  there  be  rent  or  compensation  in 
arrears  for  gas  or  electric  light  supplied  *  *  *  to  a  former  occupant 
thereof    •     •     V 

The  complainant  also  claims  that  in  the  absence  of  such 
a  statute,  a  clause  like  the  one  in  question  would  be  against 
public  policy  as  tending  to  relieve  an  electrical  corporation 
from  its  conmion  law  duty  to  serve  the  public  and  also  as 
tending  to  the  establishment  of  a  monopoly. 

The  defendant  claims  that  the  clause  constitutes  a  reas- 
onable regulation,  that  an  electrical  supply  company  can- 
not be  compelled  to  furnish  a  service  which  is  essentially  a 
breakdown  or  auxiliary  service  to  the  customer  of  one  of 
its  competitors  in  the  business  of  vending  electricity.  It 
is  said  that  as  between  two  electrical  corporations  holding 
a  franchise  in  the  streets  and  supplying  the  public  gener- 
ally, no  claim  has  ever  been  made  that  the  customers  of  one 
company  could  require  a  breakdown  or  auxiliary  service 
from  the  other  company;  and  that  under  such  circum- 
stances the  consumer  must  choose  the  company  upon  which 
he  will  rely  for  his  supply.  The  defendant  claims  that  in 
the  case  now  before  us,  although  the  competing  supply  of 
electricity  is  furnished  by  the  proprietor  of  a  plant  making 
no  use  of  the  streets  and  operating  without  a  public  fran- 
chise, the  same  principle  should  and  does  apply. 

relation  to  frankel  case. 
This  case  is  in  some  respects  similar  to  another  case  re- 
cently decided  by  the  Commission  (Frankel  Brothers  v. 
The  New  York  Edison  Company,''  4  P.  S.  C.  R.  [1st  Dist. 


*  Printed  in  Commission  Leaflet  No.  20,  at  page  480. —  Ed. 
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N.  Y.]  272.)  The  situation  in  that  case  was  substantially 
the  same  as  in  this,  except  that  there  it  was  the  proprietor 
of  the  private  plant  who  desired  to  obtain  a  supply  of  elec- 
tricity from  the  Edison  company  which  might  be  resold  to 
a  eustomer  of  the  private  plant,  while  in  this  case  it  is  the 
customer  Avho  desires  service.  In  that  case  the  private 
plant  was  used  not  only  to  supply  the  premises  on  which  it 
was  located  but  also  to  supply  certain  adjoining  premises 
in  the  sam^  block  but  under  separate  ownership  or  control ; 
it  was  therefore  doing  a  supply  business  and  within  a  lim- 
ited area  was  a  competitor  of  the  Edison  company. 

The  Commission  held  that  the  Edison  company  should 
not  be  compelled  to  render  the  service  demanded.  Prior 
to  that  time,  the  Commission  had  required  electrical  cor- 
porations under  its  jurisdiction  to  furnish  **  breakdown 
service  "  (including  under  that  term  supplemental  and 
auxiliary  service)  to  a  private  plant  used  by  its  proprietor 
for  supplpng  his  own  premises  with  electricity.  But  it 
was  not  considered  just  and  proper  to  go  further  and  to 
compel  an  electrical  corporation  to  furnish  such  service 
to  a  plant  used  in  whole  or  in  part  for  supplying  other 
possible  customers  of  such  electrical  corporation.  In  the 
opinion  adopted  by  the  Commission  in  that  case,  it  was 
said : 

''  It  is  conceivable  that  private  plants,  one  in  each  block,  might  thus 
secure  a  considerable  part  of  the  business  which  is  now  conducted  by  the 
Kdison  company;  and  if  that  company  were  required  to  supply  break- 
down service  to  block  plants,  the  latter  would  operate  when  convenient  and 
require  the  Edison  company  to  carry  the  load  when  most  expensive  or  in- 
convenient to  the  block  plants.  The  complainants  state  that  they  need 
breakdown  service  for  use  at  night  or  at  other  times  when  little  current 
is  required,  and  when  it  is  cheaper  to  let  their  private  plant  lie  idle  and 
to  draw  on  the  Edison  company's  supply.  When  we  required  the  com- 
panies to  establish  breakdown  service,  including  under  the  one  title  sup- 
plemental and  auxiliary  service  as  well,  the  Couimission  realized  that  it 
would  be  possible  for  a  customer  to  shut  down  his  own  plant  when  most 
expensive  for  him  to  operate  and  switch  on  Edison  service.  But  it  was 
not  contemplated  that  advantage  would  be  taken  of  this  action  to  reijuire 
the  Edison  company  to  supply  emergency  or  auxiliary  service  to  a  compet- 
ing company. 
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"  We  think  it  is  obvious  that  it  would  not  be  reasonable  or  proper  that 
one  supply  company  be  required  to  furnish  stand-by  service  to  another  and 
to  take  over  temporarily  the  duty  of  supplying  its  customers,  particularly 
when  such  company  would  find  it  inconvenient  or  expensive  to  supply 
them.  When  applied  to  two  large  companies  serving  the  same  area  and 
competing  for  supremacy,  the  lui reasonableness  of  the  suggestion  becomes 
Apparent.  Now,  admittedly,  there  are  some  points  of  similarity  between  a 
company  supplying  electricity  generally  and  a  person  who  has  his  own 
private  plant,  and  between  these  two  stand  the  block  plant  and  the  person 
supplying  adjoining  buildings  which  he  does  not  own  or  rent.  But  the  line 
must  be  drawn  somewhere,  and  it  se^ms  reasonable  to  differentiate  the 
company  doing  a  general  business,  the  block  plant  and  the  person  selling 
current  to  persons  outside  of  his  own  premises  from  the  person  who 
merely  manufactures  current  for  his  own  use  and  that  of  his  tenants." 

It  is  our  opinion  that  this  position  is  sound;  but  the 
present  case  does  not  fall  under  the  finding  in  the  Frankel 
case,  for  the  applicant  is  not  a  company  doing  a  general 
business  in  electric  current,  or  a  block  plant,  or  a  person 
selling  current  to  persons  outside  of  his  own  premises,  or 
a  person  who  manufactures  current  for  his  own  use  or 
that  of  his  tenants.  The  applicant  has  no  generating  plant 
at  all,  and  is  different  from  the  ordinary  user  only  in  the 
fact  that  part  of  the  time  current  is  to  be  obtained  from 
the  Edison  company  and  part  of  the  time  from  the  ad- 
joining plant. 

However,  many  of  the  same  arguments  that  apply  to  the 
Frankel  case  apply  to  the  case  before  us;  and  it  is  our 
opinion  that  upon  the  grounds  of  reasonableness  alone,  the 
complainant  is  not  entitled  to  the  relief  he  demands.  If 
each  consumer  of  a  block  plant  may  demand  service  which 
is  in  the  nature  of  breakdown,  supplementary  or  auxiliary 
service,  the  block  plant  could  be  shut  down  nights,  Sun- 
days and  holidays,  or  whenever  there  is  little  electricity  re- 
quired by  its  customers,  the  general  supply  company  being 
required  to  take  care  of  those  periods  as  well  as  to  supply 
all  deficiencies  caused  by  breakdown  or  inadequacy  of  the 
block  plant  at  any  time  and  even  to  take  over  the  entire 
service  at  the  time  of  peak  loads.  Further,  it  is  plain  that 
if  the  complainant  in  this  case,  and  other  users  of  olec- 
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tricity  similarly  situated,  are  held  to  be  entitled  to  demand 
and  receive  service  from  a  general  electrical  supply  com- 
pany in  addition  to  service  from  an  adjoining  plant,  the 
practical  effect  of  the  Commission's  decision  will  be  that 
the  individual  consumers  will  apply  for  service  instead  of 
the  adjoining  supply  company. 

STATUTORY  OBLIGATION. 

The  complainant  rests  his  case  not  only  upon  the  ground 
that  the  Commission  ought  in  fairness  to  compel  the  com- 
pany to  supply  him,  but  also  upon  the  claim  that  the  statute 
i-equires  the  company  to  do  so  and  that  the  Commission 
may  not  diminish  this  statutory  obligation. 

It  is  important  to  note  in  the  first  place  that  the  express 
words  of  the  statute  relating  to  compulsory  service  do  not 
refer  to  any  electric  service  except  that  used  for  lighting. 
Further,  the  statute  provides  that  when  certain  prelimin- 
ary conditions  are  fulfilled,  relating  to  distance,  payment 
of  charges,  etc.,  an  electrical  corporation  shall  supply 
**  electric  light  as  may  be  required  for  lighting  such  build- 
ing or  premises.''  It  seems  very  doubtful  whether  these 
words  would  in  any  case  mean  that  an  electrical  corpora- 
tion must  supply  such  electricity  as  may  be  demanded  by  an 
owner  or  occupant  to  finish  the  lighting  of  his  premises  after 
he  has  secured  a  portion  of  his  supply  of  electricity  for  that 
purpose  by  purchase  from  the  company's  competitor.  The 
company  is  to  furnish  electric  light  as  may  he  required  for 
lighting  such  building  or  premises.  These  words  are  easily 
susceptible  of  the  meaning  that  the  company  is  required  to 
furnish  a  complete  supply  of  such  electricity  as  may  be  re- 
quired to  light  the  premises;  and  as  this  is  a  penal  statute, 
and  therefore  to  be  strictly  construed  (see  Jones  v.  Roches- 
ter Gas  a^d  Electric  Company,  7  App.  Div.  465),  this  in- 
terpretation seems  more  likely  to  be  the  one  intended  by 
the  legislature.  Indeed,  the  interpretation  contended  for 
by  the  complainant  would  lead  to  rather  peculiar  results : 
for  an  owner  or  occupant  would  then  be  entitled  to  require 
service  not  merely  from  two  competing  purveyors  of  eJec- 
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tricity,  but  from  half  a  dozen  or  any  larger  number,  if  the* 
wires  of  such  competing  purveyors  happened  to  pass  within 
100  feet  of  his  building.  It  does  not  seem  probable  that 
the  law  w^as  enacted  to  afford  a  person  several  systems  of 
supply,  but  rathei:  to  see  that  he  got  at  least  one  under  cer- 
tain specified  conditions. 

It  is  doubtful  whether  the  statute  was  enacted  to  express 
the  obligation  of  an  electric  company  to  supply  all  appli- 
cants. Its  terms  are  not  as  broad  as  the  common  law  duty 
of  publlic  utilities,  and  its  aim  seems  rather  to  have  been 
to  establish  a  limit  of  the  distance  companies  may  be  re- 
quired to  make  extensions  and  to  cover  arrears,  non-pay- 
ment of  bills  and  other  similar  matters. 

ANALOGOUS  CASES. 

Our  attention  has  been  called  to  cases  in  which  it  has 
been  held  that  an  electrical  corporation  cannot  refuse  to 
furnish  electric  lighting  service  on  the  ground  that  the  con- 
sumer also  uses  gas  for  lighting.  These  are  inapplicable  to 
the  ease  before  us,  for  the  reason  that  gas  service  and  elec- 
tric service,  although  competing  with  each  other  to  a  cer- 
tain extent,  are  by  no  means  identical  services.  Nor  do 
we  think  the  cases  are  applicable  in  which  it  is  held  that  a 
common  carrier  cannot  refuse  to  render  service  to  passen- 
gers or  shippers  who  also  employ  another  carrier  to  per- 
form services  which  the  first  carrier  might  render.  The 
conditions  under  which  the  services  of  a  carrier  are  per- 
formed are  so  diflferent  from  the  conditions  existing  in  the 
case  of  an  electrical  corporation,  that  we  think  the  analogy 
between  the  two  is  not  strong.  Nearly  every  jiei'son  who 
employs  a  carrier  at  all  usually  finds  it  necessary  to  employ 
many  different  carriers,  of  passengers  or  of  goods,  under 
many  different  circumstances  and  in  many  different  places. 
The  application  of  the  rule  to  carriers  would  be  utterly 
impracticable  in  a  lar^re  proportion  of  cases,  if  we  should 
grant  that  it  would  be  desirable.  But  it  is  s-eldom,  if  ever, 
necessary  for  the  occupant  of  a  building  to  take  electricity 
from  two  different  sources,  at  least  for  the  service  of  the 


Digitized  by  V^OOQ IC 


In  re  C.  Perceval,  Inc.,  v.  The  New  York  Edison  Co.    241 
L.  31] 

same  equipment;  and  the  uniform  application  of  the  rule 
to  electrical  corporations  presents  no  diflSculty  whatever. 

Counsel  for  complainant  specially  urge  upon  our  atten- 
tion the  case  of  Central  New  York  Telephone  and  Tele- 
graph Company  v.  Averill,  199  N.  Y.  128,  in  which  the  New 
York  Court  of  Appeals  held  an  exclusive  contract  reiating" 
to  telephone  service  to  be  void  as  against  public  policy. 
This  case,  as  well  as  a  number  of  other  cases  of  similar 
purport,  was  fully  considered  in  the  opinion  of  the  Com- 
mission in  the  Frankel  case,  supra.  It  is  there  pointed  out 
that  the  Court  of  Appeals  placed  the  greater  emphasis,  not 
on  the  consideration  that  competition  was  suppressed,  but 
on  the  peculiar  features  of  the  telephone  business  which  are 
not  present  in  the  electric  lighting  business.  It  may  be 
added  that  when  that  case  was  decided  by  the  Court  of 
Appeals,  the  Public  Service  Commissions  had  not  yet  been 
given  jurisdiction  over  the  rates  and  service  of  telephone 
companies. 

The  statutes  of  this  State  re.cognize  the  distinction  be- 
tween a  pidvate  plant  used  to  supply  electricity  merely  to 
the  proprietor  or  to  his  tenants,  and  a  plant  which  also 
supplies  one  or  more  neighboring  buildings.  The  Public 
Service  Commissions  Law  (Subdivision  13  of  Section  2) 
defines  an 'electrical  corporation  as  including  — 

"  Every  corporation,  company,  association,  joint  stock  association,  part- 
nership and  person  *  *  *  owninir,  operating-  or  managing  any  elec- 
tric plant  except  where  electricity  is  generated  or  distributed  by  the  pro- 
ducer solely  on  or  through  private  prof,erty  for  railroad  or  street  railroad 
purposes  or  for  its  own  use  or  the  use  of  its  tenants  and  not  for  sale  to 
others.'' 

In  our  opinion,  this  suggests  the  point  at  which  the  line 
should  be  drawn.  It  is  obvious  that  a  public  service  cor- 
poration is  obligated  to  supply  under  normal  conditions 
every  person  who  demands  service  and  obtains  the  same 
kind  of  service  from  no  other  source.  It  is  clear  that  one 
public  service  corporation  may  not  reasonably  be  required 
to  furnish  breakdown  service  for  a  competitor  furnishing 
the  same  kind  of  service  in  the  same  area.    Between  these 
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two  extremes  the  are  many  cases  involving  peculiar  condi- 
tions, and  at  some  point  a  line  of  demarcation  mu^t  be 
drawn.  Upon  one  side  of  it  are  the  cases  where  the  com- 
pany is  not  required  to  supply.  Upon  the  other  are  cases 
where  the  company  is  required  to  supply.  Obviously,  the 
cases  close  to  the  border  line  upon  one  side  will  not  differ 
greatly  from  those  on  the  other  side  of  the  line,  but  there 
must  be  some  point  of  transition,  and  in  our  opinion,  the 
line  is  crossed  when  a  consumer  undertakes  to  supply  ad- 
joining properties,  selling  his  current  to  others  than  his 
own  tenants,  and  where  a  consumer  demands  the  privilege 
of  switching  his  installation,  or  any  part  of  it,  from  one 
source  of  supply  to  another,  both  of  which  are  located  out- 
side of  his  own  premises. 

However,  whether  the  statutes  require  the  Edison  com- 
pany to  supply  the  complainant,  is  a  question  of  law ;  and 
if  the  complainant  has  a  legal  right  to  such  supply,  the 
Commission  cannot  and  would  not  deprive  him  of  that 
right.  But  the  Commission  does  not  consider  that,  if  he 
has  no  such  legal  right,  he  is  entitled  to  a  supply  of  elec- 
tricity upon  the  ground  that  such  service  would  be  a  reas- 
onable obligation  to  impose  upon  the  company. 

In  conclusion,  it  should  be  remembered  that  the  Edison 
company  in  resisting  the  demand  of  the  complainant  has 
not  done  anything  to  prevent  it  from  patronizing  a  com- 
peting supply  of  electricity  if  it  chooses  to  do  so.  The 
company  only  insists  that  if  the  competing  supply  is  pat- 
ronized for  part  of  the  time,  such  competitor  must  assume 
the  entire  burden  and  responsibility  of  supplying  the  com- 
plainant. As  already  stated,  the  complainant  is  not  willing 
to  segregate  part  of  the  equipment.  It  might  be  reason- 
able to  require  the  Edison  company  to  supply  certain 
equipment  even  though  other  equipment  on  the  same  prem- 
ises was  supplied  by  another  company,  provided  each  class 
of  equipment  was  kept  distinct  and  the  former  supplied 
wholly  by  the  Edison  company  and  the  latter  supplied 
wholly  by  the  private  plant  in  an  adjoining  building.  "We 
do  not  now  rule  finally  upon  this  point,  for  the  eomplain- 
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ant  states  that  such  a  finding  would  not  be  satisfactory  to 
him  and  the  subject  has  not  been  fully  considered ;  but  we 
do  wish  to  point  out  that  it  does  not  follow  from  this  de- 
cision that  the  segregation  of  equipment  for  different 
sources  of  supply  would  be  disapproved  as  unreasonable. 

We  wish  also  to  sound  a  similar  warning  as  to  different 
kinds  of  electrical  service.  It  does  not  follow  from  the 
finding  in  this  case  that  we  would  not  require  companies 
supplying  electricity  of  different  voltage  or  of  a  different 
character  in  other  respects  to  serve  a  single  individual. 
For  example,  if  a  consumer  had  certain  apparatus  adapted 
to  direct  current  and  other  equipment  which  could  be  oper- 
ated only  by  alternating  current,  it  might  be  reasonable 
(although  we  do  not  so  decide  now)  to  require  the  com- 
pany supplying  direct  current  to  serve  the  consumer  even 
though  a  competing  company  were  supplying  alternating 
current  to  the  other  equipment  belonging  to  the  same 
consumer. 

The  complaint  is  dismissed. 
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The  Public  Utilities  Commission. 

A.  W.  French  i\  The  Miami  Valley  Gas  and  Fuel 

Company. 

P.  S.  C.  No.  558. 

Decided  May  1,  1914, 
Provloos  Order  Afflrmed — Scope  of  Prefvions  Order  Defined. 

Opinion. 

In  declining  to  rescind  or  modify  the  order*  heretofore 
entered  in  this  case,  the  Commission  deems  it  advisable  to 
define  the  scope  of  the  order  and  to  indicate  the  limits  of 
its  applicability,  both  as  to  the  business  of  defendant  com- 
pany and  to  other  companies  engaged  in  supplying  nat- 
ural gas  to  consumers. 

The  decision  of  the  Commission  was  intentionally  and 
necessarily  confined  to  the  case  before  it  and  the  order  was 
made  responsive  to  the  issues  raised  in  that  case.  The 
Commission  did  not  attempt  to  lay  down  a  general  rule  of 
universal  applicability,  to  be  followed  by  all  companies, 
under  any  and  all  circumstances.  The  complaint  sought 
nothing  more,  and  raised  no  other  issue,  than  an  interpre- 
tation and  construction  of  the  defendant  company's  sched- 
ule.   That  schedule  provides  as  follows: 

"  THE  MIAMI  VALLEY  GAS  AND  FUEL  COMPANY. 

Special  Rate  for  Natural  Gas. 

Effective  April  1,  1912. 

Piqiia : 

Troy : 

Sidney: 

Tij)pocanoe  City:  Rate  for  factory  use  under  boilers,  Apnl  1  to  Oc- 
tober 31,  with  privilege  to  discontinue  service  at 
at  any  time  at  option  of  company,  12  cents  per 
1,000  cubic  feet." 


•  Printed  in  Commission  Leaflet  No.  24,  at  pa£»e  OoH. —  Ed 
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There  was  no  other  classification  in  the  schedule,  except 
for  gas  for  domestic  use. 

The  defendant  company  was  furnishing  service  under 
this  schedule,  and  the  Commission  was  called  upon  to  de- 
cide into  which  of  the  two  general  classifications,  devised 
by  defendant,  the  complainant's  business  fell.  Manifestly, 
he  was  not  a  domestic  consumer,  and  he  was  in  fact  a  con- 
sumer of  gas  for  factory  purposes.  He  was  not  excluded 
from  the  class  of  users  of  gas  for  factory  purposes  by 
reason  of  his  use  of  a  gas  engine,  nor  could  the  defendant, 
merely  by  the  addition  of  the  words,  **  under  boilers," 
force  all  other  users  of  gas  for  factory  purposes  into  the 
domestic  class. 

The  effect  of  the  language  employed  by  defendant  in  de- 
\nsing  its  schedule  was  to  provide  a  class  defined  by  the 
words,  **for  factory  use''  and  complainant  must  either 
come  under  that  class  or  else  defendant  had  no  classifica- 
tion and  rate  for  the  kind  of  service  that  complainant  was 
receiving. 

If  a  company  agrees,  by  filing  its  schedule,  to  sell  gas 
for  factory  use  and  provides  no  other  classification  except 
for  domestic  use,  it  thereafter  has  no  control  as  to  the 
method  of  the  consumption  of  that  gas  for  such  factory 
use.  The  trouble  in  which  the  company  found  itself  in  this 
case  arose  largely  from  the  indefinite  character  of  its 
schedule,  and  there  is  no  attempt  in  this  order  to  preclude 
a  proper  classification  that  will  set  forth  the  price  for  the 
sale  of  gas  to  be  used  under  boilers  at  a  different  rate 
from  the  price  for  domestic  or  other  uses,  nor  does  the 
Commission  decide  at  this  time  that  the  use  of  gas  in  gas 
engines  may  not  form  the  basis  for  a  proper  classification 
for  which  service,  a  rate  may  be  charged  different  from  the 
rate  charged  for  domestic  use  or  for  the  use  of  gas  under 
boilers. 

The  decision*  as  first  made,  and  as  now  affirmed,  is  di- 
rected to  the  schedule  of  this  particular  company,  under 
the  issues  as  made  in  this  case,  and  it  is  not  to  be  construed 
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to  preclude  the  filing  of  schedules,  either  by  this  company 
or  any  other,  setting  forth  proper  classifications  for  gas 
service  based  upon  the  quantity  used,  the  time  when  used, 
the  purpose  for  which  used,  the  duration  of  use  or  any 
other  reasonable  consideration. 

Obder. 

This  matter  came  on  for  rehearing  on  the  twenty-third 
day  of  April,  1914,  and  the  same  was  fuUy  reheard. 

Upon  consideration  of  all  the  facts,  including  such  facts 
as  have  arisen  since  the  making  of  the  order  herein,  the 
Commission  is  of  the  opinion  that  the  original  order  is  not 
in  any  respect  unjust  or  unwarranted,  and  should  not  be 
changed,  abrogated  or  modified. 

It  is,  therefore,  ordered.  That  the  original  order,*  made 
herein  on  the  fourteenth  day  of  October,  1913,  be,  and  the 
same  is  hereby  aflSrmed. 

Dated  at  Columbus,  Ohio,  this  first  day  of  May,  1914. 


In  the  Matter  of  the  Appeal  of  the  Bucyrus  Light  and 
Power  Company  from  an  Ordinance  Passed  by  the 
City  of  Bucyrus,  Establishing  the  Rates  to  be 
Charged  for  Electric  Current  Furnished  for  Light- 
ing AND  Power  Purposes  in  Said  City  of  Bucyrus, 
Ohio. 

P.  S.  C.  No.  590. 

Decided  May  15,  1914. 

Valuation  of  Property  of  Electric  Light  Oompany^-Bases  of  Valuation — 
Tangible  Property— Intangible  Property. 

I'pon  complaint  alleging  that  the  rates  prescribed  in  an  ordinance  of  the 
city  of  Bucyrus  would  not  permit  the  complainant  to  earn  a  fair,  just  and 
reasonable  return  upon  the  value  of  its  property  in  Bucyrus,  the  Commis- 
sion considered  four  valuations  of  the  complainant's  property:  one  sub- 
mitted by  the  complainant,  another  submitted  by  the  city,  a  third  made  by 
the  Manufacturers*  Appraisal  Company,  and  a  fourth  made  by  the  engineer 
of  the  Commission.     Tlie  complainant's  estimate  was  based  on  the  repro- 
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ductive  value  of  the  propei*ty  less  depreciation,  as  was  that  of  the  Manu- 
facturers* Appraisal  Company  and  the  Commission's  engineer,  whereas  the 
city's  valuation  was  based  upon  "  replacement  value."  The  Manufacturers' 
Appraisal  Company  made  no  allowance  for  intangible  values,  nor  did  the 
city,  except  in  the  sum  of  $90.25  as  incorporation  expense.  Both  the  Com- 
mission's engineer  and  the  complainant  made  allowances  for  intangible 
values. 

The  Commission  made  a  comparison  of  the  valuations  submitted  to  it 
by  its  engineer,  by  the  city  and  by  the  Manufacturers'  Appraisal  Company 
of  the  tangible  property  of  the  complainant,  and,  reducing  these  three 
appraisals  to  the  same  basis,  found  that,  although  each  of  the  three  ap- 
praisers had  analyzed  the  problem  from  a  different  standpoint  and  had 
ar lived  at  his  conclusion  upon  a  different  basis  of  reasoning,  the  resulting 
estimates  were  remarkably  close. 

The  Commission  found  that,  including  an  allowance  for  working  capital, 
the  value  of  the  tangible  property  of  the  complainant  was  $81,00Q. 

The  Commission,  after  considering  in  detail  the  various  items  of  in- 
tangible property  claimed  by  the  complainant,  including  allowances  for 
engineering  and  superintendence,  insurance,  taxes  and  legal  expenses, 
interest  during  construction,  financing  and  development  cost,  and  further 
considering  all  elements  of  outstanding  capitalization,  accepted  the  com- 
putation of  its  own  engineer  that  the  intangible  property  had  a  repro- 
ductive value  of  $18,000;  that  this  intangible  property  had  depreciated, 
and  that  its  present  value  was  $14,000. 

The  Commission  found  that  the  value  of  the  total  property  of  the  com- 
plainant used  and  useful  in  the  production  and  serving  of  electric  power 
and  light  in  the  city  of  Bucyrus  was  $95,000.* 

Opinion, 
statement. 

On  June  3, 1913,  the  council  of  the  city  of  Bucyrus,  Ohio, 
duly  passed  an  ordinance  prescribing  the  rates  which  any 
person  or  corporation  furnishing  electricity  for  light  or 
power  purposes  to  the  city  of  Bucyrus  or  to  the  inhabi- 
tants of  said  city,  might  charge  for  the  period  of  five  years 
from  the  date  of  taking  effect  of  said  ordinance,  and  said 
ordinance  w^as  duly  approved  according  to  law.  At  the 
time  of  the  passage  of  said  ordinance  and  its  becoming 
effective,  the  appellant  in  this  case,  the  Bucyrus  Light  and 
Power   Company,    was,    and    had   been    for    some   years, 
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operating  a  plant  for  the  generation  and  distribution  of 
electricity  for  lighting  and  ix)wer  purposes  to  the  city  of 
Bucyrus,  and  to  the  inhabitants  thereof,  and  being  a  public 
utility  amenable  to  the  provisions  of  said  ordinance, 
brought  its  appeal  before  The  Public  Service  Commission 
of  Ohio,  predecessor  to  The  Public  Utilities  Commission  of 
Ohio,  under  and  by  virtue  of  the  provisions  of  Sections 
614r-44,  General  Code,  and  complained  that  said  ordinance 
is  unjust,  unreasonable  and  confiscatory  for  the  following 
reasons : 

"  1.  The  rate  specified  therein  will  not  permit  this  complainant  to  eara 
a  fair,  just  and  reasonable  return  upon  the  value  of  its  property  used  and 
useful  for  the  convenience  of  the  public  in  said  city  of  Bucyrus. 

"  2.  The  rate  of  50  cents  per  month  for  a  minimum  charge  is  not  suflB- 
cient  to  pay  the  reasonable  costs  of  maintaining  service  to  each  consumer. 

"  3.  The  provisions  providing  for  a  minimum  charge  is  not  specific,  in 
that  it  does  not  specify  to  what  class  of  service  such  minimum  charge 
may  be  applied. 

"  4.  That  the  ordinance  makes  no  provision  for  rate  for  '  breakdown 
or  auxiliary  sem'ce.' " 

and  prayed  that  the  Commission  fix  and  determine  such 
rates  as  would  be  fair,  just  and  give  a  reasonable  return 
upon  the  value  of  the  property  used  and  useful  for  the  con- 
venience of  the  public  of  said  complainant,  as  a  substitute 
for  the  rates  and  charges  so  fixed  by  said  ordinance. 

The  Commission  proceeded  to  a  hearing  of  the  said 
cause  on  August  29,  1913,  and  pursuant  to  the  provisions 
cf  Section  499-8,  General  Code,  proceeded  to  investigate 
and  ascertain  the  value  of  the  property  of  appellant,  the 
Bucyrus  Light  and  Power  Company,  for  the  purpose  of 
ascertaining  the  reasonableness  and  justice  of  the  rate 
iind  charges  to  be  made  by  the  said  appellant,  the  Bucyrus 
Light  and  Power  Company,  as  fixed  under  the  provisions 
of  said  ordinance,  the  basis  of  the  complaint. 

FOUB    APPRAISALS. 

Four  appraisals  of  the  property  used  and  useful  in  the 
service  of  furnishing  electric  light  and  power  to  the  inhabi- 
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tants  of  the  city  of  Bucyrus,  Ohio,  and  owned  by  the  Bucy- 
rus Light  and  Power  Company,  were  made  and  filed  i^ath 
this  Oommission : 

1.  By  the  Bucyrus  Light  and  Power  Company,  com- 
plainant in  this  case. 

2.  By  experts  employed  in  behalf  of  the  city  of  Bucyrus. 

3.  By  the  Manufacturers'  Appraisal  Company  (volun- 
tarily made),  and  submitted  by  the  city  as  an  exhibit; 

4.  By  L.  a.  White,  expert  of  The  Public  Utilities  Com- 
mission of  Ohio. 

1.  The  appraisal  of  the  complainant  company  shows  a 
reproductive  value  of  $187,758.52  and  a  present  value  of 
$162,028.32.  Th^se  values  include  $54,860.06  for  the  fol- 
lowing : 

Contiugrencies ,. $6,113  45 

Engineering  and  superintendence 6,419  07 

Insurance,  taxes  and  l^al  expenses 2,696  03 

Interest  during  construction 4,124  93 

Financing 10,621  61 

Development  cost 24,884  97 

Total $r)4,860  06 

2.  The  city's  valuation  shows  what  it  called  a  *'  replace- 
ment value  "  of  $72,190.13,  to  which  has  been  added  by  the 
accountant  for  the  city  $99.25  for  incorporation  expenses, 
making  a  total  valuation  by  the  city  of  said  property  of 
$72,219.38.  No  other  allowance  is  made  for  intangible 
values. 

3.  The  Manufacturers'  Appraisal  Company's  appraisal 
shows  new  reproductive  cost  of  $122,429.41  and  present 
value  of  $76,648.42.  These  values  do  not  include  any  allow- 
ances for  intangible  values. 

4.  Mr.  L.  G.  White's  appraisal  shows  a  reproductive 
value  of  $99,834.36  and  a  present  value  of  $79,160,  to 
which  is  added  $14,021.62  for  intangible  values,  making  a 
total  present  value  of  $93,181.75. 
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COMPARISON    OF    APPRAISALS. 

Setting  aside  for  a  moment  the  appraisal  made  by  the 
complainant  company,  and  also  tlie  addition  for  intangible 
values  made  by  Mr.  White,  a  comparison  of  summaries  of 
the  other  three  appraisals  shows  them  to  be  remarkably 
close.    A  tabulation  of  these  summaries  is  as  follows : 

City $72,219 

Mr.  White 79,160 

Manufacturers^ 76,648 

The  city's  valuation  does. not  include  a  portion  of  the 
value  of  the  gas  holders,  which  Mr.  White  includes  in  his 
appraisal  to  the  amount  of  $2,765 ;  nor  does  it  include  the 
value  of  the  steam  auxiliary  which  is  included  in  both  the 
AVhite  and  Manufacturers'  appraisals.  In  the  city's  valua- 
tion, the  amount  given  for  the  steam  plant  auxiliary  is 
$6,500.  If  thes^  two  amounts  are  added  to  the  city's  re- 
placement value,  the  total  is  found  to  be  $81,478  without 
intangible  values.  The  Manufacturers'  Appraisal  Com- 
pany's appraisal  does  not  include  anything  for  the  use  of 
gas  holders  as  is  included  in  Mr.  White's  appraisal.  If  the 
$2,765  is  added  to  the  Manufacturers'  Appraisal  Com- 
pany's valuation,  we  find  a  value  of  $79,413. 

It  will  be  seen,  therefore,  that  when  these  three  apprais- 
als are  reduced  to  the  same  basis,  i.  e.,  include  the  same 
items,  the  tabulation  of  summaries  would  be  as  follows : 

City $81,178 

Mr.  White 79,160 

Manufacturers' 79,413 

That  these  three  conclusions  are  so  nearly  the  same  is 
significant,  and  this  is  all  the  more  remarkable  when  it  is 
noted  that  each  of  the  three  appraisers  analyzed  his  prob- 
lem from  a  different  standpoint  and  arrived  at  his  conclu- 
sion upon  a  different  basis  of  reasoning. 

The  city's  expert  eliminated  the  gas  plant  entirely,  as 
indeed  did  Mr.  White.  The  city's  expert  evidently  itemized 
his  appraisal  upon  the  basis  of  reproductive  value  less  ac- 
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cnied  depreciation  giving  in  his  appraisal  only  the  result 
of  such  consideration  calling  the  result  **  replacement 
value,"  while  the  other  two  appraisals  show  the  reproduc- 
tive value  by  items  with  depreciation  for  each  .item  and 
net  result. 

Mr.  White,  as  did  the  city's  expert,  ignored  the  presence 
of  a  gas  plant  as  being  used  or  useful  in  the  production  of 
electric  power,  except  that  Mr.  White  made  an  allowance 
of  $2,765  for  the  use  of  the  gas  holders  in  storing  natural 
gas  for  emergency  purposes. 

Unlike  both  Mr.  White  and  the  city's  expert,  the  expert 
of  the  Manufacturers'  Appraisal  Company  appraised  the 
whole  plant  and  estimated  his  depreciation  for  each  part 
of  the  plant  with  reference  to  the  usefulness  of  that  part 
for  the  production  of  electric  power.  By  this  process  all 
of  the  gas  plant  was  depreciated  out  of  the  present  value. 
The  only  diflFerence  between  Mr.  White's  appraisal  and 
that  of  the  expert  of  the  Manufacturers'  Appraisal  Com- 
pany is  in  the  treatment  of  the  gas  holders,  and  upon  the 
basis  of  Mr.  White's  reasoning  $2,765  should  be  added  to 
the  Manufacturers'  Appraisal  Company's  appraisal  to 
bring  it  to  the  same  basis. 

From  the  evidence  in  the  case,  it  is  fair  to  say  that,  after 
the  valuation  by  the  city  and  the  Manufacturers'  Appraisal 
Company  were  made,  it  was  shown  conclusively  that  there 
is  some  insurance  value,  for  the  purpose  of  making  electric 
power,  to  be  attached  to  the  gas  holders.  Mr.  White's 
estimate  of  $2,765  for  these  holders,  for  the  purpose  of 
storing  gas  to  be  used  in  emergencies,  is  considered  by  the 
Commission  to  be  a  fair  valuation. 

Upon  the  treatment  of  depreciation  by  the  three  apprais- 
als there  cannot  be  as  accurate  a  comparison.  The  depre- 
ciation shown  in  the  company's  appraisal  amounts  to  $27,- 
730,  while  the  total  depreciation  made  by  the  expert  of  the 
Manufacturers'  Appraisal  Company  is  $45,171.  The  dis- 
crepancy is  traceable  entirely  to  the  treatment  by  the  com- 
pany's exi>ert  to  the  usefulness  of  the  gas  plant.  In  the 
company's  appraisal  the  gas  plant  was  treated  as  an  in- 
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tegral  part  of  the  property  used  and  useful  for  electric 
power  purposes.  ^  If  such  treatment  were  to  be  agreed  to, 
the  total  depreciation  shown  in  the  company's  appraisal 
appears  to  be  reasonable.  However,  the  evidence  discloses 
that  no  part  of  the  gas  plant,  except  the  two  holders,  have 
been  used  in  nine  years,  or  since  the  gas  plant  was  shut 
down,  for  any  part  of  the  electric  light  and  power  sen^ice 
of  Bucyrus,  and  therefore  the  elimination  of  the  gas  plant 
as  set  forth  in  the  other  three  appraisals-,  except  the  pres- 
ent value  of  the  holders,  is  upheld  by  the  Commission. 

The  total  depreciation  allowed  by  Mr.  White  on  that 
part  of  the  plant  used  and  useful  is  $20,674  as  compared 
with  the  depreciation  of  $27,730  by  the  company  upon  the 
whole  plant  including  the  gas  plant,  which  \yould  indicate 
that  the  estimates  of  depreciation  made  in  these  two  in- 
stances were  probably  as  near  alike  as  it  would  be  possible 
for  independent  appraisers  to  judge. 

The  total  depreciation  of  the  Manufacturers'  Appraisal 
Company  on  that  part  of  the  plant  not  included  in  the  gas 
plant,  is  about  $13,000,  and  somewhat  lower  than  the  de- 
preciation as  judged  by  Mr.  White,  and  as  evidently  judged 
by  the  company  itself. 

The  city's  expert  appraiser  does  not  set  forth  the  depre- 
ciation in  detail  nor  does  he  state  the  new  reproductive 
cost. 

The  Commission  therefore  overrules  the  contentions  of 
the  city  that  no  part  of  the  gas  holders  and  of  the  steam 
l>lant  should  be  included  in  the  present  fair  value  of  the 
company's  property. 

The  Commission  finds  that  the  three  appraisals,  made  as 
they  were  independently  of  each  other,  and  each  upon  a 
basis  different  from  the  other,  result  in  a  valuation  of 
physical  property  so  close,  one  to  the  other,  that  all  of 
them  may  be  said  to  be  substantially  correct. 

•  The  only  tangible  value  that  may  be  said  to  be  lacking, 
in  part  at  least,  is  working  capital.  The  company  claims 
that  it  ought  to  have  $5,000  in  its  capital  account  for  work- 
ing capital.     Inasmuch  as  the  only  necessity  for  working 
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capital  is  to  be  able  to  purchase  supplies  and  meet  pay- 
rolls in  advance  of  collections  for  service,  the  supplies  on 
hand  at  the  time  of  the  appraisals  would  be  a  part  of  this 
v.orking  capital.  The  city's  appraisals  includes  $2,722  for 
this  item  and  the  White  appraisal  $2,641  —  practically  the 
same  amount.  If  $1,000  is  added  to  the  $2,600  already 
present  in  supplies,  the  working  capital  is  allowed  for  to 
the  extent  of  $3,600  which  the  Commission  believes  to  be 
ample  in  this  case. 

The  Commission,  after  considering  all  the  evidence 
touching  the  values  of  tangible  property  and  all  of  the  ap- 
))raisals,  one  of  which  was  caused  to  be  made  by  the  Com- 
mission, determines  that  the  fair  value  of  the  tangible 
property  of  the  Bucyrus  Light  and  Power  Company,  in- 
cluding working  capital,  to  be  $81,000. 

ADDITIONS   FOR   INTANGIBLE  VALUES. 

This  now  brings  us  to  what  in  fairness  ought  to  be  added 
to  the  above  to  make  proper  allowance  for  what  are  termed 
intangible  values. 

The  city's  expert,  evidently,  from  his  apprai^^al  and  argu- 
ment in  connection  wdth  his  appraisal,  claims  that  there 
should  be  nothing  added  except  $99.25,  already  referred  to, 
for  such  allowances. 

The  Manufacturers'  Appraisal  Company  does  not  under- 
take to  go  into  the  subject  at  all. 

This  leaves  for  our  consideration  the  claim  made  by  the 
company  and  the  allowance  suggested  by  Mr.  White. 

Mr.  White's  appraisal  includes  a  sum  slightly  in  excess 
of  $14,000  that  is  termed  **  overhead -charges."  The  Com- 
mission believes  that  $14,000 — which  is  a  little  less  than 
19  per  cent,  of  the  value  of  tangible  property  except  land  — 
is  sufficient  to  include  all  proper  and  fair  allowances  for 
engineering  and  superintendence,  insurance,  taxes  and 
legal  expenses,  interest  during  construction,  financing  and 
development  cost.  The  Commission  believes  that  such  an 
allowance  is  liberal  for  all  these  purposes. 
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THE   company's  CLAIM   FOR  INTANGIBLE  VALUES. 

The  company  makes  a  claim  for  an  addition  of  $54,860  ' 
for  these  intangible  factors,  bait  this  amount  is  arrived  at 
by  the  application  of  various  percentages  of  a  claimed  re- 
productive value  of  $122,265.  In  its  claim  the  company 
does  not  depreciate  these  intangibles  as  it  does  the  value 
of  tangible  properties.  Even  experts  called  by  the  com- 
pany admitted  that  certain  of  these  intangibles  should  be 
depreciated  in  proportion  to  the  depreciation  upon  the 
tangible  property  of  the  plant.  The  claim  of  the  company 
for  intangible  value  is  based  upon  property,  part  of  which 
is  not  used  and  useful  for  the  production  of  electric  light 
and  power;  and  upon  percentages  that  are  round  sums  in- 
stead of  estimates  taken  from  the  actual  history  of  the 
property,  and  is  made  by  the  application  of  one  percentage 
to  the  total  before  the  next  percentage  is  used.  There  is 
little  or  no  evidence  substantiating  the  claim  made  by  the 
company  for  allowances  to  be  added  to  the  value  of  phys- 
ical value  for  the  purpose  of  arriving  at  a  fair  value  upon 
which  a  return  may  be  determined.  For  all  these  reasons 
the  claim  for  intangible  values,  as  set  up  by  the  company, 
is  ignored. 

Mr.  White  adds  about  $18,000  for  ''  overhead  charges,'' 
or  intangible  values  to  the  reproductive  cost,  which  he  de- 
preciates to  about  $14,000  as  he  does  the  said  reproductive 
cost,  differing  slightly  from  the  experts  of  the  company  in 
this  particular.  We  are  inclined  to  think  it  is  safer  for  the 
company  and  the  public  that  whatever  intangible  values 
are  allowed  shall  be  depreciated  in  accordance  with  the 
average  depreciation  /)f  the  physical  part  of  the  property. 

There  seems  to  be  every  reason  for  including  in  the  cost 
of  the  building  of  any  plant  a  reasonable  amount  for  engi- 
neering and  superintendence,  for  ins-urance  and  taxes  dur- 
ing the  time  of  construction.  Perhaps  some  slight  con- 
tingencies ought  to  be  allowed  for  in  making  of  an  in- 
ventory, but  the  claim  of  the  company  of  over  $6,000  for 
contingencies  is  absurd.  However,  when*  we  find  that 
three  independent  appraisals  made  of  the  same  property 
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show  a  gross  difference  of  only  $2,000,  as  in  the  present 
instance,  a  large  part  of  which  is  traceable  to  difference  in 
judgment  of  depreciation,  the  contingent  items  left  out  in 
any  one  of  the  appraisals  would  be  a  negligible  amount. 

In  the  question  of  financing  and  developing  cost,  the 
Commision  holds' that  Mr.  White's  estimate  of  $14,000  for 
intangible  values  is  sufficiently  high,  not  only  to  include 
the  items  referred  to  in  the  foregoing,  but  whatever  slight 
expense  there  may  have  been,  or  ought  to  have  been, 
for  financing,  and .  whatever  cost  there  may  have  been, 
or  ought  to  have  been,  in  developing  the  business.  It 
is  only  fair  to  say  that  this  evidence  in  the  case  does 
not  show  that  any  very  great  amount  of  energy  or 
business  acumen  was  used  in  building  up  the  business 
of  the  Bucyrus  Light  and  Power  Company.  The  claim 
made  by  the  company  of  nearly  $25,000  for  the  '*  de- 
velopment cost  "or  *  *  early  losses  ' '  is  absurd  in  the  face 
of  the  business  showing  made.  The  claim  by  one  of  the 
company's  experts  that  it  ought  to  cost  $20,000  to  develop 
the  business  of  the  Bucyrus  Light  and  Power  Company, 
may  not  be  designated  as  absurd,  but  if  it  be  not  absurd, 
it  is  only  fair  to  say  that  this  company's  business  is  not  yet 
developed,  and  if  $20,000  were  necessary  to  develop  the 
business,  the  result  of  a  very  small  portion  of  the  said  sum 
of  $20,000  is  shown  in  the  actual  business  of  the  company. 

The  testimony  of  the  bookkeepers  of  the  company  very 
ingeniously  attempts  to  show  the  large  loss  set  forth  in  the 
company's  schedule,  but  the  absurdity  of  the  claim  must 
be  apparent  upon  examination  of  the  basis  of  reasoning. 
That  there  is  some  development  cost  that  attaches  to  a 
property,  even  though  that  property  is  used  for  a  monopoly 
business,  is  not  to  be  denied.  This  is  especially  true  of 
utilities  that  enter  a  field  where  the  habits  of  the  community 
must  necessarily  be  changed  in  order  to  obtain  its  business. 
^  In  this  particular  case,  the  inhabitants  of  Bucyrus  had  been 
in  the  habit  of  using  for  lighting  purposes  kerosene  and 
gas.  It  manifestly  would  cost  something  to  persuade  these 
people  that  they  ought  to  use  electricity.  The  same  is  true 
as  to  power.    The  small  power-users  of  Bucyrus  have  been 
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accustomed  to  using  steam,  perhaps  gas,  and  it  would  no 
doubt  cost  something  to  change  the  attitude  of  mind  of 
such  people  to  the  use  of  electricity.  That  there  was  a 
competition  with  a  gas  company  for  the  use  of  gas  for 
lighting  and  for  small  power  purposes  is  not  to  be  consid- 
ered in  this  case  because  the  competition  was  brought  about 
by  the  entrance  of  the  Bucyrus  Light  and  Power  Company, 
into  the  field,  and  is  not  a  competition  that  was  forced 
upon  it. 

The  cost  of  attaching  business  to  the  plant  of  the  Bucyrus 
Ijight  and  Power  Company,  as  measured  in  the  result  ob- 
tained was  probably  a  comparatively  small  amount. 
Whatever  the  company  may  have  wasted  in  these  efforts 
ought  not  to  be  and  is  not  considered  by  the  Commission. 
Il  is  noticeable  that  the  company  did  not  undertake  to  show 
any  of  its  books  or  records  to  prove  that  it  had  actually 
lost  $25,000  or  any  other  sum  in  its  efforts  to  attach  busi- 
ness to  its  plant. 

The  contention  as  to  financing  is  in  much  the  same  shape 
as  the  claim  for  early  losses.  No  effort  was  made  by  the 
company  to  show  that  it  actually  paid  any  sum  whatever 
for  financing.  Indeed  the  whole  method  of  financing  this 
company  would  indicate  that  there  w^as  actually  no  cost. 
As  against  this,  it  is  claimed  that  the  company  is  entitled 
to  what  it  would  have  cost  had  its  promoters  gone  into  the 
open  market  for  their  money.  This  brings  up  the  whole 
question  of  the  w^astefulness  in  which  the  public  utilities, 
have  indulged  in  the  matter  of  financing  their  undertakings. 
Certainly  if  it  has  cost  $10,621,  as  clainied  by  the  company, 
such  expenditure  would  have  been  wasteful  and  not  to  be 
countenanced.  At  any  rate,  whatever  the  cost  of  financing 
may  have,  or  ought  to  have,  been,  the  Commission  believes 
that  sufficient  allowance  is  made  in  the  addition  of  $14,000 
above  referred  to,  to  cover  any  proper  and  reasonable 
charge  for  financing. 

The  capital  stock  of  the  Bucyrus  Light  and  Power  Com- 
pany is  $250,000  and  the  funded  debt  is  $92,000.  This  is  a 
total  capitalization  of  $342,000,  not  including  over  $35,000 
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of  claimed  *' current  liabilities,"  it  is  evident  that  this 
capitalization  bears  little  or  no  relation  to  any  value  that 
the  company  claims  for  its  property.  Indeed  in  the  gen- 
eral balance  sheet  filed  in  this  case  the  **  assets  "  account 
does  not  show  any  plant  valuation  but  an  item  entitled 
**  Fixed  Capital"  **  $359,687.07  "  is  used  to  balance  the 
large  capital  items  upon  the  liability  side  of  the  balance 
i^heet. 

No  evidence  was  advanced  by  the  company  to  show  that 
there  was  any  true  or  reasonable  relation  between  its. 
capitalization  and  its  property  value.  The  Commission 
considered  all  element  of  outstanding  capitalization  in 
arriving  at  its  final  determination  of  a  fair  value. 

Some  claim  was  made  by  the  city  that  this  company  was 
paying  too  much  for  its  fuel  supply  and  that  the  quantity 
of  gas  consumed  entitled  it  to  a  lower  rate.  The  rate  paid 
for  gas  is  in  accordance  with  the  gas  company's  schedule 
on  file  with  this  Commission  and  until  a  charge  that  the 
rate  in  this  schedule  is  too  high  is  brought  before  this  Com- 
mission in  proper,  legal  form,  the  Commission  is  powerless 
to  pass  upon  the  gas  rate  in  this  case.  The  city  also  claims 
that  a  steam  plant  would  have  been  cheaper  in  its  opera- 
tion, and  therefore  the  company,  having  made  a  business 
mistake  of  putting  in  gas  engines  instead  of  steam  engines, 
ought  not  to  have  the  privilege  of  being  allowed  to  capi- 
talize for  rate  making  purposes  except  upon  a  steam  engine 
basis.  Included  in  this  same  charge  of  business  mistakes 
iH  one  touching  the  location  of  the  present  generating  plant. 
There  is  some  force  to  these  contentions  and  the  Commis- 
sion has  not  lost  sight  of  them;  but  we  cannot  go  too  far 
into  this  matter  of  criticising  business  policies  unless,  per- 
chance, they  are  flagrant.  In  this  case  it  is  evident  that 
at  the  time  the  decisions  as  to  kind  of  power  and  location 
|,  of  plant  were  made,  the  policy  determined  upon  had  enough 
justification  to  warrant  the  action  taken.  At  any  rate  the 
mistakes,  if  mistakes  they  were,  were  not  flagrantly  bad 
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and  are  only  now  to  be  criticised  because  there  is  now  a 
perspective  that  was  not  so  apparent  at  the  beginning. 

The  Commission  having  considered  every  element,  as 
claimed  by  the  company  and  brought  out  by  the  testimony, 
as  to  what  ought  and  ought  not  to  be  included  in  intangible 
values,  and  having  considered  the  result  of  the  computations 
made  by  itis  own  expert,  Mr.  White,  comes  to  the  conclusion 
that  his  estimate  is  ample  and  indeed  liberal  to  the  company. 
It  must  not  be  understood  that  the  Commission  is  setting  19 
per  cent,  or  any  other  per  cent,  as  the  amount  to  be  added 
for  intangible  values  of  all  utilities  for  the  purpose  of  ar- 
riving at  their  total  fair  value,  but  that  in  the  case  of  the 
Bucyrus  Light  and  Power  Company,  it  decides  that  the 
sum  of  $14,000  is  ample,  and  even  liberal,  for  all  proper 
purposes  to  be  included  under  the  head  of  intangible  values. 

The  Commission  therefore  finds  the  fair  value  of  the 
property  of  the  Bucyrus  Light  and  Power  Company,  used 
and  useful  in  the  production  and  serving  of  electric  power 
and  light  in  the  city  of  Bucyrus,  Ohio,  to  be  $95,000. 

Order. 

This  matter  coming  on  this  day  for  further  consideration, 
and  the  Commission  having  completed  the  inventory  and 
valuation  of  the  property  of  the  Bucyrus  Light  and  Power 
Company,  involved  in  this  case,  said  inventory  and  valua- 
tion being  fully  set  out  in  detail  in  a  report  and  record 
filed  in  the  office  of  the  Commission  and  designated  and 
identified  as,  **  Report  and  Record  of  the  Valuation  of  the 
Property  of  the  Bucyrus  Light  and  Power  Company  by 
The  Public  Utilities  Commission  of  Ohio,  in  the  case  en- 
titled, In  the  Matter  of  the  Appeal  of  The  Bucyrus  Light 
and  Power  Company  from  an  Ordinance  Passed  by  the  City 
of  Bucyrus  Establishing  the  Rates  to  he  Charged  for  Elec- 
tric Current  Furnished  for  Lighting  and  Power  Purposes 
in  said  City  of  Bucyrus,  Ohio  and  being  case  numbered 
500L" 
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It  is  ordered,  That  notice,  stating  the  valuations  placed 
npon  the  several  kinds  and  classes  of  property  of  the  said 
Bucyrus  Light  and  Power  Company,  as  fully  set  out 
in  said  report  and  record,  be  given  to  said  Bucyrus 
Light  and  Power  Company  and  to  the  mayor  of  said  city 
of  Bucyrus  by  registered  letter,  as  provided  by  law. 

Dated  at  Columbus,  Ohio,  this  fifteenth  day  of  May,  1914. 
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The  Public  Service  Commission. 

In  re  Petition  of  Schuylkhx.  Light,  Heat  and  Poweb 
Company  for  Approval  of  an  Ordinance  of  the 
Borough  of  Ashland. 

Municipal  Contract  Docket  No.  1. 

Decided  April  9,  1914, 

Public  Convenience  and  Necessity — ^Invasion  of  Occupied  Field — ^Duplica- 
tion of  Facilities — Service  of  Company  Occupying  Field. 

Upon  petition  by  the  Schuylkill  Light,  Heat  and  Power  Company,  for 
the  approval  of  an  ordinance  of  the  borough  of  Ashland,  granting  the 
petitioner  the  right  to  enter  upon  the  streets  and  highways  of  the  borough 
with  poles  and  wires  for  the  purpose  of  distributing  light,  heat  and  power, 
the  Eastern  Pennsylvania  Power  Company,  which  was  already  operating  in 
Ashland,  filed  its  objection.  The  Commission  found  that  the  serv^ic^  ren- 
dered by  the  objector  in  Ashland  was  adequate  in  all  respects. 

Held:  That  long  experience  has  shown  that,  while  the  temporary  effect 
of  competition  between  public  utilities  occupying  the  same  territory'  is  to 
secure  lower  rates,  the  final  result  is  likely  to  be  the  absorption  of  one 
utility  by  the  other,  followed  by  an  increase  of  rates; 

That  the  duplication  of  facilities  which  would  result  from  the  admis- 
sion of  the  applicant  into  the  territory  in  question  would  increase  the 
amount  of  the  capital  upon  which  the  public  must  pay  a  reasonable  return; 

That,  while  in  certain  cases  the  public  might  be  benefited  by  the  admis- 
sion of  a  competing  company,  owing  to  some  fundamental  defect  in  the 
senice  of  the  company  already  in  the  field  due  to  inadequacy  of  plant, 
want  of  financial  strength  or  some  other  reason,  no  such  difficulties  are 
met  with  in  the  present  case; 

That  public  convenience  and  necessity  do  not  require  the  approval  of 
the  ordinance. 

Petition  dismissed.* 

Opinion  and  Order. 
Pennypacker,  Commissioner: 

The  Schuylkill  Light,  Heat  and  Power  Company,  a  cor- 
poration of  the  State  of  Pennsylvania,  presented  August 
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19,  1913,  its  petition  asking  for  the  approval  by  the  Public 
Service  Commission  of  an  ordinance  of  the  borough  of 
Ashland  granting  it  the  right  to  enter  upon  the  streets  and 
highways  of  the  borough  with  poles  and  wires  for  the  pur- 
pose of  the  distribution  of  light,  heat  and  power,  and  for 
the  purpose  of  altering,  inspecting  and  repairing  its  system 
of  distribution. 

The  ordinance  enacted  by  the  borough  councils  and  ap- 
proved by  the  chief  burgess,  August  11,  1913,  provided  in 
substance  that  the  petitioner  should  be  granted  the  right  to 
enter  upon  the  streets  of  the  borough  with  poles  and  wires, 
doing  as  little  damage  as  practicable,  subject  to  the  regu- 
lations of  councils  with  respect  to  grades,  travel,  and  wires 
and  poles;  that  the  system  should  be  in  operation  within 
one  year ;  that  light  should  be  furnished  to  certain  depart- 
ments of  the  borough  free  of  charge  under  the  penalty  of 
forfeiture  provided  that  if  similar  rights  should  thereafter 
be  granted  to  another  company  the  petitioner  should  only 
be  required  to  do  half  of  the  free  lighting;  that  the  peti- 
tioner should  pay  such  tax  per  pole  per  annum  **  as  is  paid 
by  any  other  company  ''  and  paint  the  poles;  that  the  peti- 
tioner should  begin  operations  within  three  months  and  file 
a  bond  in  $1,000,  to  be  forfeited  upon  failure  so  to  begin ; 
and  that  the  petitioner  should  within  thirty  days  file  an 
acceptance  in  writing  and  pay  all  expenses.  The  petitioner 
filed  the  bond  and  acceptance  September  10,  1913. 

After  the  presentation  of  this  petition,  a  protest  against 
the  approval  of  the  ordinance  and  contract  was  filed  by  the 
Eastern  Pennsylvania  Light,  Heat  and  Rower  Company. 
The  allegations  of  this  protest  were  substantially  as  fol- 
lows :  The  protestant  was  originally  incorporated  Septem- 
ber 13, 1906,  as  the  Palo  Alto  Light,  Heat  and  Power  Com- 
pany, which  name  was  subsequently  changed.  The  Edison 
Electric  Illuminating  Company  of  Ashland  was  incor- 
porated April  17,  1884,  for  the  purpose  of  supplying  light, 
heat  and  power  to  the  public  in  that  borough  and  to  cor- 
porations and  individuals  there  residing,  and  in  adjacent 
territory.    This  corporation  was  later  merged  ^^dth  the 
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protestants.  This  corporation,  until  the  merger,  and  since 
the  merger  the  protestant,  has,  since  its  organization,  sup- 
plied light,  heat  and  power  to  Ashland,  The  protestant 
has  a  pole. line  nine  and  a  half  miles  in  length,  a  brick 
building  71%  feet  long  and  63  feet  wide  with  boilers,  en- 
gines, generators  and  the  necessary  equipment.  Its  plant 
is  adequate  to  supply  all  demands.  The  population  of 
Ashland  is  about  sixty-eight  hundred  and  fifty  persons. 
The  rates  heretofore  charged  which  are  set  forth  in  detail 
are  alleged  to  be  just  and  reasonable  and  are  practically 
those  in  force  by  electric  light  companies  in  the  State.  It  is 
further  alleged  that  there  is  no  necessity  for  two  electric 
light  companies  in  Ashland  and  not  enough  business  to  war- 
rant their  existence  in  such  a  way  as  to  give  good  service. 

From  the  testimony  presented  at  the  hearing,  the  follow- 
ing facts  are  found : 

The  Eastern  Pennsylvania,  Light,  Heat  and  Power  Com- 
pany has  an  adequate  plant  and  has  been  furnishing  elec- 
tric light  to  private  consumers  in  all  parts  of  Ashland.  It 
has  twenty-three  miles  of  wire  and  five  hundred  and  four- 
teen poles  erected.  It  has  an  existing  contract  with  Ash- 
land for  the  borough  lighting  executed  in  1908  for  a  term 
of  ten  years.  A  few  complaints,  not  very  serious,  have  been 
made  with  respect  to  the  efficiency  of  the  service,  amount- 
ing to  fifteen  in  two  months  time.  The  plant  is  in  a  posi- 
tion to  render,  and  does  render  a  complete  and  sufficient 
electric  light  and  power  service  to  the  borough.  No  ordi- 
nance has  been  passed  by  councils  giving  this  corporation 
authority  to  put  vrires  and  poles  through  the  streets  of  the 
borough,  but  they  had  been  erected  for  many  years  with- 
out objection,  and  their  existence  had  been  recognized  by 
the  borough  in  making  the  contract.  The  charge  to  the 
borough  was  $85.00  per  lamp  for  each  year.  The  protestant 
cflfered  to  furnish  light  to  the  borough  of  Centralia  for 
$60.00  per  lamp  per  year,  and  furnish  the  light  to  Frack- 
ville  and  Girardville  at  that  rate.  Fifteen  years  ago  there 
had  been  two  companies  furnishing  light  in  Ashland,  one  to 
the  municipality  and  one  to  the  citizens,  but  both  had  been 
bought  out  by  the  protestant. 
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The  fmtfkB  in  this  application  raise  clearly  a  question  of 
much  importance  for  the  first  time  in  the  experience  of  this 
Commission.  A  light  and  power  company  which  has  occu- 
pied the  streets  of  a  municipality  with  its  poles  and  wires 
for  twenty-nine  years,  whidi  has  during  that  time  served 
the  community  upon  the  whole  with  approval;  has  a  plant 
and  facilities  which  enable  it  to  render  adequate  and  proper 
service.  A  light,  heat  and  power  company  which  has  no 
plant,  but  which  has  associations  with  a  trolley  company 
whose  track  runs  through  the  municipality  proposes  to  ex- 
tend another  set  of  poles  and  wires  through  the  streets  not 
occupied  by  the  trolley  company.  An  ordinance  granting 
these  privileges  has  been  passed  and  approved  by  the 
proper  municipal  authorities  and  accepted  by  the  corpora- 
tion. No  doubt  it  is  the  expectation  of  the  municipality 
that  by  reason  of  the  competition  in  this  way  introduced, 
a  lesser  rate  for  service  will  be  secured. 

Section  11  of  Article  in.  of  the  Act  of  July  26, 1913,  pro- 
vides  that  **  no  contract  or  agreement  between  a  public 
service  company  and  any  municipal  corporation  shall  be 
valid  unless  approved  by  the  Commission,"  and  Section  2 
of  Article  III.  of  the  same  act  provides  that  **  upon  the 
approval  of  the  Commission  evidenced  by  its  certificates  of 
public  convenience  first  had  and  obtained,  and  not  other- 
wise, it  shall  be  lawful  for  any  proposed  public  service 
company  (b)  to  begin  the  exercise  of  any  right,  power, 
franchise  or  privilege  under  any  ordinance,  municipal  con- 
tract or  otherwise." 

It  is  plain  that  the  approval  by  the  Commission  and  the 
giving  of  its  certificates  of  public  convenience  involves  the 
determination  by  the  Commission  that  the  carrying  into 
effect  of  the  proposed  contract  would  be  for  the  benefit  of 
the  public.  Does  it  appear  that  the  approval  of  this  con- 
tract would  result  in  such  benefit!  The  passage  of  the  Act 
of  July  26,  1913,  and  of  similar  Acts  in  nearly  all  of  the 
other  States  indicates  a  general  judgment  that  a  reliance 
upM)n  competition  between  public  service  companies  for 
securing  adequate  service  and  proper  rates  has  not  been 
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successful  and  that  hereafter  supervision  by  properly  con- 
stituted authorities  is  to  be  substituted.    Long  experience 
has  shown  that  while  the  temporary  effect  of  competition 
between  public  utilities  occupying  the  same  territory  is  to 
secure  lower  rates,  the  final  result  is  likely  to  be  the  ab- 
sorption of  one  by  the  other  and  then  an  increase  of  rates 
to  pay  the  expense  of  the  warfare.    The  experience  of  Ash- 
land which  once  had  two  or  three  competitive  companies 
all  of  them  absorbed  by  the  strongest  is  an  illustration. 
The  municipality  in  the  case  of  companies  furnishing  light 
is  burdened  with  the  inconvenience  and  difficulties  which 
arise  from  the  presence  of  duplicated  poles  and  wires  and 
finally  has  to  pay  at  least  a  reasonable  return  upon  the  in- 
creased capital  required  by  such  duplication.    The  question 
always  is  by  what  means  can  the  public  convenience  be  best 
served.    It  may  well  be  that  occasions  wall  arise  when  be- 
cause of  some  fundamental  defect  in  the  service  by  the 
company  in  the  occupancy  of  the  territory  due  to  inade- 
quacy of  plant,  want  of  financial  strength,  or  some  other 
reason,  the  public  would  be  benefited  by  the  introduction 
of  a  competing  company.     Such  cases  can  be  determined 
upon  their  own  merits  when  they  arise.    No  such  difficul- 
ties are  met  with  in  the  present  case.    The  Eastern  Penn- 
sylvania Light,  Heat  and  Power  Company  has  occupied 
the  same  territory  for  twenty-nine  years.    Its  plant  is  ade- 
quate.   It  has  supplied  the  municipality  and  the  people 
during  the  entire  period  with  comparatively  little  com- 
plaint.    Should  its  rates  be  unreasonable,  discriminatory 
or  unduly  burdensome  it  is  always  within  the  power  of  the 
Commission  upon  proper  complaint  to  control  them  and 
afford  relief. 

The  Commission  is  of  the  opinion  that  the  introduction 
into  the  municipality  of  the  poles  and  wires  of  a  second 
company  organized  for  purposes  of  competition  would  be 
at  least  of  doubtful  utility.  The  approval  of  the  ordinance 
is  therefore  withheld  and  the  application  for  its  approval 
is  dismissed. 


Digitized  by  LjOOQIC 


In  re  Petition  of  Schuylkill,  Light,  H.  and  P.  Co.    265 
C.  L.  31] 

Obder. 
L^  And  now,  to  wit,  April  9, 1914,  the  finding,  determination, 

opinion  and  order  made  by  Commissioner  Pennypacker 
withholding  the  approval  of  the  said  ordinance,  contract 
between  Schuylkill  Light,  Heat  and  Power  Company  and 
the  borough  of  Ashland  and  dismissing  the  application  for 
its  approval  is  concurred  in,  ratified  and  confirmed,  and 
made  the  finding,  determination,  opinion  and  order  of  the 
Commission  and  shall  be  filed  as  such  by  the  secretary. 
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Commisaioii  Leaflet  No.  30,  p.  1210.  In  the  MaUer  of  a  Motion  b^f 
the  Commission  Hegarding  the  Keeping  of  Accounts  with  the  State, 
should  read  In  ike  Matter  of  a  Motian  by  the  Commission  Regarding 
the  Keeping  of  Accounts  within  the  State. 

Commission  leaflet  No,  30,  p.  1473,  The  date  of  the  case  prifited  on 
I  ilk  page  should  be  Miireh  29,  1914,  instead  of  Maidi  27,  1914. 
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phone  Company   of   Pennsylvania.    Xo.    1039. 

Decided  April  9.  1914 503 

In  the  Matter  of  Discriminations  Practiced  by  the 
Economy  Telephone  Stock  Company.  Dated 
June  3, 1914 504 

South  Oarolinain  the  Matter  of  Agreement  Dated  March  17, 1914, 
between  the  Southern  Bell  Telephone  and  Tele- 
graph Company  and  the  City  of  Darlington, 
South  Carolina,  with  Reference  to  Increasing 
Darlington    Local    Exchange    Telephone    Rates. 

Decided  May  7,  1914 505 

In  the  Matter  of  Agreement  Dated  November  18, 
1913,  between  the  Southern  Bell  Telephone  and 
Telegraph  Company  and  the  Town  of  Little 
Bock,  South  Carolina,  with  Reference  to  Con- 
structing a  Telephone  Exchange  at  Little  Rock 
and  Rates  to  be  Charged  for  Local  Exchange 
Telephone  Ser\ice.    Decided  May  7,  1914 507 

South  Dakota  In  the  Matter  of  the  Transfer  of  Messages  from  a 
Telephone  on  One  Line  to  a  Telephone  on 
Another.     Dated  May  3,  1913 509 

In  the  Matter  of  the  Investigation  into  the  Joint 
Toll  Rates  from  Points  on  the  Lines  of  the 
Dakota  Central  Telephone  Company  to  the  Lines 
of  the  Farmers'  Mutual  Telephone  Company. 
Complaint  F  — 79.     Decided  May  23,  1914 510 

In  the  Matter  of  the  Application  of  the  Dell 
Bapids  Telephone  Comjiany,  a  Corporation,  for 
Authority  to  Increase  Its  Switching  Rates. 
Complaint  F  —  97.    Decided  June  13, 1914 514 

Wisconsin  In  the  Matter  of  the  Proposed  Extension  of  the 
Line  of  the  Mattoon  Telephone  Company  in  the 
Town  of  Norwood,  Langlade  County,  Wisconsin. 
Decided  April  14,  1914 520 

Earl  Telephone  Company  v.  Trego  Telephone  Com- 
pany.   Decided  May  8,  1914 523 

In  re  Application  of  the  Trego  Telephone  Company 
for  Authority  to  Increase  Its  Rates,  Tolls  and 
Charges. 

The  Trego  Telephone  Company  v.  The  Earl  Tele- 
phone Company.    Decided  May  16, 1914 528 
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Wisconsin  In  the  Matter  of  the  Proposed  Extensions  of  the 

(Oontinaed)  Line  of  the  Wisconsin  Telephone  Company  in 

the  Town  of  Anson,  Chippewa  County. 

In  the  Matter  of  the  Proposed  Extensions  of  the 
Line  of  the  Chippewa  County  Telephone  Com- 
pany in  the  Tow^n  of  Anson,  Chippewa  County. 
U  --  314.    Decided  May  26,  1914 536 

In  the  Matter  of  the  Application  of  the  Sevastopol 
Farmers  Telephone  Company  for  a  Certificate  of 
Public  Convenience  and  Necessity.  U  —  315. 
Decided  June  2,  1914 * 544 

In  the  Matter  of  the  Application  of  the  Western 
Crawford  County  Farmers'  Mutual  Telephone 
Company  for  Authority  to  Establish  a  Checking 
Station  -within  the  City  of  Prairie  du  Chien  and 
for  Connection  of  Such  Station  with  All  Other 
Telephone  Systems  Operating  in  Said  City. 
U  —  318.    Decided  June  9,  1914 549 

Interstate           Regulations  to  Govern  the  Recording  and  Report- 
Commerce         ing  of  All  Extensions  and  Improvements  or 
Commission     Other  Changes  in  the  Physical  Property  of  Every 
Common     Carrier.      Valuation    Order    No.    3. 
Dated  June  25,  1914 554 


PART  n. 


Commission  Orders,  Rulings  and  Decisions  of  Interest  to  Tele- 
phone and  Telegraph  Companies. 

Arizona  Arizona     Corporation     Commission     v.     Granite 

Springs  Water  Company,  Inc.,  C.  W.  Van  Dyke 
and  L  A.  Van  Dyke.     Docket  No.  69,  Sub.  1. 

Decided  May  1,  1914 558 

I.  £.  Huffman,  Mayor,  et  aL,  v.  Tucson  Gas,  Elec- 
tric Light  and  Power  Company.  Docket  No.  4. 
Dated  May  8, 1914 560 

Massachusetts    Petition  of  the  Haverhill  Gas  Light  Company.    De- 
cided June  8,  1914 563 

Cambridge  Petition.    Decided  June  18,  1914 570 
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New  Hampshire  Petition  of  Grafton  County  Qectric  Light  and 
Power  Company  for  Authority  to  Issue  Stock 
and  Bonds,  for  Permission  to  Engage  in  Business 
in  the  To^-ns  of  Lebanon  and  Hanover  and  to 
Transmit  Electrical  Energy  Outside  the  State. 
File  No.  D-88. 

Petition  of  Lebanon  Electric  Light  and  Power 
Company  and  Mascoma  Electric  Light  and  Gas 
Company  for  an  Order  Authorizing  a  Sale  and 
Transfer  by  the  Lebanon  Electric  Light  and 
Power  Company  and  the  Mascoma  Electric  Light 
and  Gas  Company  to  the  Grafton  County  Elec- 
tric Light  and  Power  Company  of  Their  Prop- 
erty and  Franchises.  File  No.  D-89.  Rehearing 
Refused  March  25,  1914 580 

Standards  of  Service  of  Electric  Utilities.  Order 
No.  314.    Dated  May  27,  1914 600 

Hobart  PiUsbury  et  al.  v.  People's  Gas  Light  Com- 
pany: Investigation  of  Rates  and  Service  in 
Manchester.  Order  No.  315.  Decided  June  10, 
1914 608 

Ohio  The  Union  Laundry,  M.  P.  Kline,  Manager  and 
Owner,  Manstield,  Ohio,  v.  The  Mansfield  Gas 
Light  Company,  a  Public  Service  Corporation, 
Doing  Business  in  Mansfield,  Richland  County, 
Ohio.  P.  S.  C.  No.  570.  Dated  June  12,  19141.  717 
In  the  Matter  of  the  Appeal  of  The  Bucyrus  Light 
and  Power  Company  from  an  Ordinance  Passed 
by  the  City  of  Bucyrus,  Establishing  the  Rates 
to  be  Charged  for  Electric  Current  Furnished 
for  Lighting  and  Power  Purposes  in  Said  City 
of  Bucyrus.  P.  S.  C.  Xo.  590.  Dated  June 
23,  1914 717 

Pennsylyania  In  re  Petition  of  the  Consolidated  Water  Company 
for  Process  to  Prevent  the  Borough  of  Couders- 
port  from  Constructing  and  Operating  a 
Water  Plant  in  Said  Borough  without  Obtain- 
ing the  Approval  of  the  Commission.  Applica- 
tion Docket  No.  11.  Decided  April  22,  1914. . .  719 
In  re  Application  of  the  Gilmanton  Bfill  and  Elec- 
tric Plant  for  Authority  to  Increase  Rates.  Xo. 
r.289.    Decided  Marcl[  16,  1914 720 
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ABAKDONMENT:  ^aoe. 

exchange 426 

ACCOUNTS: 

operating  and  income,  kept  by  utilities 439, 446-447 

uniform  system,  ordered  by  commission 379, 384 

ACCRUED  DEPRECIATION: 

disregarded  in  rate  fixing 611, 679, 684 

ADDITIONAL  SERVICE.    See  Service. 
ADDITIONS: 

paid  for  out  of  earnings 612, 681-683 

ADEQUATE  SERVICE.    See  Service. 
ADVANCE  PAYMENT: 

approved 273, 303-304, 460, 458 

discount: 

approved 505 

discontinued,  not  deemed  rate  increase 332-336 

AERIALUNES: 

rules  governing 267-269 

AGREEMENTS: 

between  utility  and  municipality  as  to  rates 505-508 

filed  with  commission 518 

AIR  UNE  DISTANCE: 

basis  for  rates 510-514 

ANSON,  WISCONSIN: 

extension  of  lines 536-543 

APPLICATIONS: 

rules  governing 300-301 

APPORTIONMENT: 

joint  rates 528-535 

revenues 432-433 

interline 372,376-378,385-386 

unoccupied  territory,  between  competing  companies 277,281-283 

APPRAISAL.    See  Valuation  of  Property. 

AREA: 

base  rate,  rates  beyond 479-482 

limited,   operations   in 470-471, 476 
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ARIZONA  CORPORATION  COMMISSION:  iagk. 

uniform  rules  for  overhead  line  construction  adopted 267-269 

ASSESSMENTS: 

illegal  when  in  lieu  of  regular  rentals 370-371 

stockholders : 

current   expenses,   discontinued 515, 518-519 

provide  for  reconstruction. 438-439, 446-447 

ATTACHED  BUSINESS: 

appraised  as  separate  item 635 

item  additional  to  reproduction  cost  and  working  capital. .  609, 

631-638 
without  cost  to  stockholder  not  allowed  in  valuation....     609-635 

BANK  BALANCE: 

unnecessary 610, 676 

BASE  RATE  AREA: 

rates  beyond   479-482 

BETTERMENTS: 

inadequate  service  remedied  by 490, 493 

necessary  for  adequate  service 365 

paid  for  out  of  earnings 612, 681-683 

rate  increase  after 303-304, 319-320 

required : 

before  rate  increase 448, 455 

for  adequate  service 328-330, 333-344 

BILLS: 

advance  payment,  approved ., 273, 303-304, 450, 458 

discount,  prompt  payment 614, 704-705, 715-716 

minimum,  meter  charges  fixed  by  commission 614, 706-714 

BONDS: 

issue,  approved  270-271 

pledged  as  collateral  securities,  approved 270-271 

See  also  Capital  Stock;  Notes;  Securities. 

BOOEKEEPINa: 

methods,  change  ordered  by  commission 379-384 

BOOKS: 

examined  to  determine  value  of  property 590-591 

BUCYRUS,  OHIO: 

valuation  of  property  fixed  by  commission,  made  final....  717-718 

BUILDINGS: 

office,  flat  rates    483-484 
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BUSINESS: 

attached,  item  additional  to  reproduction  cost  and  working 

capital 609,631-638 

development,  free  service  approved 528, 534 

BUSINESS  MANAGEMENT: 

change  in  method  required  by  commission 337, 344 

BUSINESS  BATES.    See  Bates. 

CABLES: 

defined 300 

rules  governing: 

crossing,  construction   268 

suspension 292 

submarine,  rate  reduction  for  messages  sent  by 388 

OAMBBIDGE,  MASSACHUSETTS: 

reduction  in  electric  rates 570-579 

CAPITAL: 

stock : 

basis  for  computing  rate  of  return 570, 575-576 

cumulative  preferred,  issue  for  defraying  expenses  and 

reimbursing  treasury 484-490 

issue: 

approved 270-271 

betterments 689 

defraying  expenses  and  reimbursing  treasury 488-490 

extension  of  lines 438-447, 476-478 

and  refunding  of  obligations 563-570 

in  lieu  of  unauthorized 476-478 

reconstruction,  disapproved  ^438, 445 

represents  present  value  of  property 438, 446 

sale: 

at  not  less  than  par 488 

at  par 564, 569 

to  public 564, 569 

validation  of  unauthorized   438-447, 476-478 

See  also  Bonds;  Notes;   Securities, 
working : 

allowance  for    559 

considered  in  valuation  for  rate  making 610, 674-676 

provided  out  of  surplus 564, 568 

stock  issue  for,  disapproved 563-564, 567-568 
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CAPITALIZATION: 

cost  of  new  construction  made  out  of  new  capital  instead  of 

income 563-564,567 

equipment,  approved 439, 446 

replacements,  illegal   438, 445 

CERTIFICATES: 

public  convenience  and  necessity: 

denied 544-548 

extension  of  lines,  granted  competing  companies 277-283 

obtained  before  construction 422-426, 470-472, 719 

required  by  public  utilities  before  operating 358-365 

unnecessary : 

in  unoccupied  territory 495 

installation  of  switchboard 321-325 

CHABGES: 

reconnection,  approved 273, 559 

CHECKIKa  STATIONS: 

installation,  unnecessary 549-553 

CIRCUIT: 

defined 300 

CLEARANCES: 

poles,  rules  governing 290, 294 

wires,  rules  governing 288, 290, 293, 300 

COLLATERAL  SECURITIES: 

repledging,  approved  270-271 

COMBINATION  RATES.     See  Rates. 

COMMERCIAL  CLUBS: 

free  service  for  business  connected  with  securing  harvest 
hands 387 

COMMISSION: 

definition 601 

COMMISSIONS: 

messenger  and  *  *  other  line  ' '  charges 286-287 

COMMON  BATTERY  SYSTEM: 

rate  increase  after  installation 505-506 

COMMON  CARRIERS: 

regulations  governing  reports  of  improvements 554-557 

COMPENSATION: 

right  of  way  over  private  property 461-462, 464-465, 467-469 
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COMPETma  COMPANIES: 

additional  chaige  for  connection 402-412 

division  of  unoccupied  territory 277, 281-283 

jurisdiction  of  commission  to  eliminate  one  of  two 326-328 

physical  connection,  compulsory  for  toll  service 389-414 

service  of  one,  discontinued  when  operating  without  certi- 
ficate    358-365 

COMPETITION: 

disadvantages 474 

protection  of  utilities  against 402, 410 

COMPLAINTS: 

electric  service,  rules  governing 607 

CONDUCTORS: 
electrical : 

defined 300 

rules  governing 295-296 

undercrossings,  rules  governing  288 

CONNECTING  COMPANIES: 

protection  of  interests   393, 397 

CONSOLIDATION: 

duplication  eliminated,  reduction  in  revenue  due  to 448, 454 

rate  increase  upon 304, 306-307, 447-459 

C0N8TEUCTI0N: 

begun  prior  to  passage  of  law,  approved 523-527 

certificate  public  convenience  and  necessity  required  before 

beginning 719 

cost,  reports  to  commission 277, 283 

defective,  physical  connection  refused 372, 374 

lines : 

across  similar  lines  and  railways,  rules  governing 288-301 

certificates : 

granted  competing  companies 277-283 

required  before 470-472 

new: 

certificate  of  public  convenience  and  necessity  required 

before  beginning 324, 422-426 

unnecessary  to  correct  inadequate  service 544-548 

overhead  lines,  rules  governing 267-269 

pole  lines,  rights  of  way  over  private  property  granted 

by  commission 461-470 

process  of,  distribution  of  pole  constitutes 523-527 

''CONSUMES  COSTS": 

considered  in  fixing  minimum  meter  rates 614, 706-714 
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CONSUMERS.    See  Subscribers.  p.^oe. 

CONTACT  RENTAL: 

maintenance  charge 502 

not  within  jurisdiction  of  commission 499-501 

CONTRACTS: 

abrogated,  when  rates  fixed  by,  are  deemed  discriminatory.  345-350 

existing,  cancellation  560 

filed  with  commission   518 

free  exchange  of  connection,  ai)i)roved 427-429 

obligation  impaired  when  rates  discriminatory 345-350 

physical  connection  not  within  jurisdiction  of  commission . .  499-501 

separate  with  tenants  of  office  building 483-484 

rates  fixed  by,  changed  by  commission 336, 339 

transfer  of  property  619-621 

COST: 

consolidated  plant 448,  453 

construction,  reports  to  commission 277,  283 

consumer,  considered  in  fixing  minimum  meter  rate. .     614,706-714 

establishing  and  maintaining  physical  connection 372, 377. 

installation : 

meters,  at  expense  of  subscriber 720 

physical  connection,  apportionment 389, 391-392, 394, 398, 

400,403,412,414 
original : 

comparison  with  reproduction  cost 609,  628, 631 

considered  in: 

rate  fixing 608,  61.8 

valuation 585, 589 

not  absolute  measure  of  value 608, 627 

pliysical  connection : 

establishing,  how  paid 372, 377 

installation,  apportionment  389, 391-392, 394, 398, 

400,403,412,414 
preliminary: 

allowance  for,  not  made 609, 631 

inclusion  of  term 628-630 

reproduction,  new: 

allowance  for 559 

considered  in  rate  fixing 608, 618, 623-624, 631 

estimated 613 

factors  in  determining 580, 585, 592 

less  depreciation,  computed  on  straight  line  basis 678 

met  by  new  capital  instead  of  income  564, 567 
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COST  —  Continued : 

reproduction,  new — continued : 

not  absolute  measure  of  value 608, 627 

relevant  fact  in  determining  valuation  of  property .  581, 585-586 

securing  rights  of  way 461-462, 464-465, 467-469 

service : 

conducted  at  loss  479, 481 

considered  in  fixing: 

rates 343 

toU  tates 528, 533-535 

new  business  included 638 

peculiar  to  street  li{ghting 571, 578 

CROSS-ARMS: 

rules  governing 291 

CROSS  TALK: 

inadequate  service  due  to 546 

CROSSINGS: 

high  tension  wires,  protection  of 372, 375-376 

rules  governing: 

overhead  and  under 288-301 

wires 267-269 

CURRENT  DEPRECIATION: 

allowance  for 613, 699, 702 

CUSTOMERS.    See  Subscribers. 
DEFINITIONS: 

cable  .  . 300 

circuit 300 

commission 601 

conductor,  electrical   300 

depreciation  reserve 680 

lighting  hours  601 

load,  heavy,  light  and  normal 601 

public  utility  601 

telephone  corporation   423-425 

DEPOSITS: 

consumers,  8^  interest  upon 560 

DEPRECIATION: 

accrued,  disregarded  in  rate  fixing 611, 679,  684 

allowance  for 379-384, 559 

not  made 417,421, 497, 623-624 

rate  reduction  574 

comparison  of  sinking  fund  and  straight  line  methods 677-678 

considered  in  rate  fixing 608,618,677-684 
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DBPEBCIATION  —  Continued : 

current,  allowance  for 613, 699, 702 

estimated  for  consolidated  plant 448, 453-454 

income  sufficient  for  rate  reduction  approved .571, 576, 579 

part  of  operating  expenses 558 

rate: 

S^  minimum  allowance 448, 454 

5j^  insufficient 448,454 

9^  reasonable , 448, 454 

rates : 

increase  to  cover  , 336, 343-344, 366-368 

515,517-519 

insufficient  to  cover,  increase  approved 317-318 

sufficient  to  cover 439, 445-446, 615, 714-716 

reserve: 

allowance  for 699-700 

definition 680 

fund  establis^hed  for 515, 518-519 

increase  in  : 608, 627 

straight  line  method  of  computing 559 

DESK  TELEPHONE: 

additional  rate  approved 437-438 

DIRECTORIES: 

charge  for  additional  listings,  approved 284, 368-369 

separate  listing  of  subscribers 484 

DISCOUNT: 

payment  in  advance: 

approved 505 

discontinued,  not  deemed  rate  increase 332-336 

prompt  payment  approved 315-316, 330-331, 449-450 

456-458, 614, 704-705, 715-716 

DISCRIMINATION: 

combination  of  business  and  residence  rates 368-369 

eliminated 314^316 

combination  rates  to  several  subscribers,  eliminated 345 

concession  rates  eliminated  354-356 

contracts,  abrogated  by  passage  of  commission  law 345-350 

discontinuance  of  discount  not  deemed 333 

elimination : 

between  stockholder  and  non-stockholders.305, 366-368, 439, 446 

by  rate  increase 379-384 

justifiable  between  subscribers  of  competing  exchanges. . . .  402, 412 

private  branch  exchange  service  in  office  building 483-484 
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DISOBIMINATIOK  —  Continued : 
rates: 

contracts  abrogated  by  passage  of  commission  law. . . .  345-350 
eliminated : 

at  request  of  company 310-313 

between  stockholders  and  non-stockholders. .  .356-357,504 

515,5ia-519 

by  uniform  system 284 

•     to  state  officials 274-275 

extra  charge  for  non-subscribers 272, 275 

reduced  rates  to  subscribers  owning  equipment 417, 420 

switching  service,  complaint  dismissed 433-437 

toll  rates: 

between  subscribers  and  non-subscribers  discontinued.  272,275 
eliminated 385 

DIStANOE: 

air  line,  basis  for  rates 510-514 

DIVIDEHDB: 

considered  in : 

rate  reduction  570, 574-576 

valuation  for  rate  fixing 687, 691 

foregone,  relation  to  present  fair  value 582, 589-590 

surplus  to  provide  for 439, 446 

DRAWINGS: 

rules  governing 301 

DUPUOATION: 

eliminated,  reduction  in  revenue  due  to 448, 454 

facilities : 

disadvantages 470-475 

disapproved 327, 402, 410 

EARNING  POWER: 

considered  in  valuation 587 

EARNINGS: 

considered  in : 

fixing  rates 337, 339, 341 

validation  and  issue  of  stock 442-444 

consolidated  plants  estimated 448, 453-454 

extensions  paid  for  out  of 612, 681-683 

net,  considered  in  rate  fixing 614 

under  rate  reduction 698-699 

ELEOTRIO  LIGHT  AND  POWER  COMPANIES: 

approval  of  compromise  between  parties  increasing  rates. .  560-562 
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ELECTRIC  LIGHT  AND  POWER  COMPANIES  —  Continned: 
rates : 

increase,  denied 720 

reduction,  approved 570-579 

rehearing  refused  when  grounds  insufficient 580-599 

service,  standards  prescribed  by  commission 600-607 

valuation  of  property  fixed  by  commission  made  final 717-718 

ELECTRIC  RAILWAYS.    See  Street  Railways. 

ENGINEERINO: 

allowance  for,  in  stock  issue 563, 566 

EQUIPMENT: 

additional  installation,  certificate  unnecessary  for 321-325 

eapitaliKation,  approved  439, 446 

considered  in  fixing  rates , .  .337, 339-340, 342 

installation,  certificate  of  public  convenience  and  necessity 

rSiquired 422-426 

meter  testing,  rules  governing 604 

obsolete,  discarded  to  increase  efficiency 612,684-686 

ownership : 

by  stockholders,  assessment  in  lieu  of  rentals  illegal..  370-371 
by  subscribers: 

payment  of  rental  by  utility 417-418, 420 

rate  concessions  disapproved 354-356 

rate  increase  disapproved 308-310 

by  utUity 439,446 

rates  when  used  by  two  parties 276 

EXCESS  CAPACITY: 

included  in  valuation 612,  685 

EXCESS  TIME: 

additional  charge  beyond  initial  period 331-332 

EXCHANGES: 

additional  installation  unnecessary 549-553 

discontinued 426 

establishment : 

agreement  as  to  rates 507-508 

new,  approved 503-504 

free  service  discontinued  between 528-536 

private  branch,  flat  rate  in  office  building 483-484 

rate  increase  upon  increase  in  size  of 505, 507 

EXPENSES: 

assessments  of  stockholders  for,  discontinued 515, 51ft-^19 

considered  in  yabdation  and  issue  of  stock 442-444 

establishing  and  maintaining  physical  connection 372,  377 
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EXPENSES  —  Continued : 

estimated  for  consolidated  plants 448, 453-454 

new  business;  paid  out  of  operating  revenues 609-637 

<^)erating : 

considered  in  rate: 

fixing 337,339, 341,  608,  618 

increase 497 

investigation 417, 420 

income  sufficient  for  rate  reduction  approved 571, 576, 579 

increased  cost,  influence  on 702 

rates: 

insufficient  to  cover,  increase  approved. .  .302-303, 317-318, 

336-344,  351-354, 380-384 

sufficient   to  cover 439, 445-446, 615,  714-716 

reduction : 

by  minimum  meter  charge 714 

recommended 559 

regarded  as  consumer  costs 708 

stock  issue  to  defray 484-489 

EXPERTS: 

testimony,  value  of 665 

EXPOSITIONS: 

free  or  reduced  rate  service  to  representatives 415-416 

EXTENSION: 

bells,  additional  rates  approved 366-368 

lines: 

amount  for,  inclusion  in  working  capital 610, 674-676 

approvalof  conmiission  necessary  for 523-527 

begun  prior  to  passage  of  law,  approved 523-527 

certificates : 

granted  competing  companies 277-283 

unnecessary  when  territory  unoccupied 495 

occupied  territory: 

approved 460-461 

unwarranted 544-553 

public  convenience  and  necessity  do  not  require 520-523, 

536, 543-548 

regulation  governing  reports  of 554-557 

rights  of  way  granted  by  commission 461-470 

selection  of  one  of  two  companies  to  serve  unoccupied 

territory  . 537, 539-542 

stock  issue  for 476-478, 563-570 

unnecessary 433, 437 

telephones : 

additional  rate  approved ^ 317-318, 366-368 
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r  AGILITIES: 

crossing,  rules  governing  288-301 

duplication : 

disadvantages 470-475 

disapproved 327,402,410 

existing,  sufficient    430-431 

FACTORS  OF  SAFETY: 

rules  governing 297-298 

FAIB  BETUBN.     See  Return  upon  Investment. 

FAIB  VALUE: 

basis  of  determining  reasonable  rates 645 

present,  considered  in  valuation 581, 589 

property  as  entity,  facts  in  determining 609, 632-635, 666 

reproduction  cost  and  original  cost  not  absolute  measure  of.  608, 627 

FAIBBUB7,  ILLINOIS: 

rate  increase  approved  336-344 

FARM  UNES: 

rates : 

changes,  approved   315-316 

existing,  reasonable  490-494 

increase : 

after  betterments  303-304 

approved 330-331 

multi-party  lines,  disapproved 479HW2 

ten-party  substituted  for  twenty-party 320-321 

reduction  at  request  of  company,  approved 302-303 

switching  service: 

connected  with  more  than  one  exchange. . . 514r-515, 517-519 

discrimination,  complaint  dismissed 433-437 

rate  increase  approved  351-356, 514r-519 

FARMERS 

free  service  for  business  connected  with  securing  harvest 

hands 387 

FEES: 

switching : 

absorption 510, 513-514 

through  intermediate  exchange 510-514 

FINANCIAL  HISTORY: 

considered  in  determining: 

going  value    632-634 

valuation  of  property 581,589-590 

for  rate  fixing 618-622, 687-689 
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FIKANOING  C08T8: 

allowance  for,  not  made 609, 631 

FIXED  OHARGES: 

considered  in  rate  redaction 573, 578 

rate  increase  to  cover 380-384 

FLORIDA  — RAILROAD  00MMI88I0K: 

rate  discrimination  to  state  officials  eliminated 274-275 

FORMS: 

reports,  prescribed  by  commission 555 

FRANCHISES: 

transfer,  approved  427-429 

FREE  SERVICE: 

approved  in  developing  business 528, 534 

discontinued 302 

hotels  and  railroad  stations 504 

toll  charges  instead  of 448-449, 455-456, 528-536 

harvest  hands  secured  for  farmers 387 

linemen 515, 519 

municipality 507 

representatives  of  exposition  commission 415-416 

GAS  COMPANIES: 

approval  of  compromise  between  parties  increasing  rates. .  560-562 

investigation  of  rates  and  service 608-716 

previous  order  rescinded  upon  rehearing 717 

rehearing  refused  when  grounds  insufficient 580-599 

stock  issue  for  extensions  and  refunding  of  obligations. . . .  563-570 
GOING  VALUE: 
allowance  for: 

establishing  reasonable  rates 559 

in  valuation  of  property 582, 586 

appraised  as  separate  item 633 

attached  business: 

and  preliminary  cost  included 609,  628-631 

item   additional    to    reproduction    cost    and    working 

capital 609, 631-638 

authorities  cited  to  determine 639-666 

considered  in  valuation 583, 587-588, 628-630 

GOOD  WILL: 

item  considered  in  determining  going  value 656 

GROUNDED  LINE  SYSTEM: 

inadequate  service  due  to 546 

metallic  system  substituted  for 303-304 

xxvii 


Digitized  by  LjOOQIC 


SUBJECT  INDEX. 

PACE. 

GBOUNDINO: 

mles  governing  294 

GUYS: 

rules  governing 289-291, 294 

HARVEST  HANDS: 

free  service  furnished  for  securing 387 

HAVERHILL,  MASSACHUSETTS: 

stock  issue  approved 563-570 

HEAD  RECEIVERS: 

rates  changed  on  less  than  statutory  notice 285-286 

HIGH  TENSION  WIRES: 

crossings,  protection  of   372, 375-376 

rules,  governing   290,  293-300 

HOTELS: 

free  service  disecmtinued 504 

ILLINOIS  — STATE  PUBLIC  UTILITIES  OOmOSSION: 

discriminatory  contracts  abrogated 345-350 

IMPROVEMENTS : 

penalized,  disapproved 608, 627 

rate  increase  after 319-320,379,381,505-506 

regulaticms  governing  reports  of 554-557 

required : 

before  rate  increase 448, 455 

for  adequate  service 328-330, 333-337, 339, 343-344, 365 

stock  issue  for 563-570 

INADEQUATE.    See  Rates;  Service. 

INCOME: 

accounts,  kept  by  utilities 439, 446-447 

suflRcient    to    provide    for    expenses,    rate    reduction    ap- 
proved   571,  576, 579 

INCREASE.     See  Rates. 

INFORMATION: 

to  consumers,  rules  governing 605 

INITIAL  PERIOD: 

additional  charge  for  excess  time 331-332 

INSPECTION: 

by  commission,  rules  governing 607 

INSTALLATION: 

checking  station,  unnecessary 549-553 

common  battery  system  rate  increase  for 505-506 
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INSTALLATION  —  Continued : 
cost: 

meters,  at  expense  of  subscriber 720 

physical  connection,  apportionment 389, 391-392, 394, 398, 

400,403,412,414 
equipment: 

certificate  public  convenience  and  necessity : 

not  required 321-325 

required 422-426 

meters,  cost,  at  expense  of  subscriber 720 

tests,  rules  governing  602 

INSTBUMB1IT8: 

charge  for  change  in  location,  approved 449, 457, 459 

owned  by  subscribers,  rate  concessions  disapproved 354-356 

rental  charge  approved 354r-356 

INSULATORS: 

rules  governing 291, 294 

INTANGIBLE  VALUES 

allowance  for 559 

INTERCHANGE  OF  SERVICE: 

compulsory 372-378, 389-414 

free,  approved 427-429 

messenger 377 

rates,  reasonable  approved  by  commission 432-433 

INTEREST: 

during  construction,  allowance  not  made 610, 674 

INTERLINE  TOLL.    See  Toll. 
INTERSTATE  COMMERCE  COMMISSION: 

regulations  governing  reporting  of  extensions  and  improve- 
ments    555-^557 

INVENTORIES: 

forms  of  reports,  prescribed  by  commission 555 

valuation  of  property  considered  in  rate  fixing 623-624 

INVESTIGATION: 

reasonableness  of  rates  suspension  of  schedule 417-422 

scope,  determining  rates 608, 617-618 

INVESTMENT: 

original,   considered   in    determining   valuation    of   prop- 
erty   582, 595-596, 686-690 

plant,  out  of  income 563, 567 

securities,  not  entitled  to  earn  return 612, 690 

xxix 


Digitized  by  LjOOQ IC 


SUBJECT  INDEX. 

JOINT  RATES: 

apportionment 528, 535 

established  by  commission . .  .392, 394, 398-400, 403, 408, 414, 510-514 

JURISDICTION: 

contracts,  physical  connection,  not  within,  of  commission . .  499-501 
eliminate  one  of  two  competing  companies  not  under,  of 

conmiission 326, 328 

physical  connection  compulsory  389-414 

public  utilities,  subject  to  commission 322-325,358-365,581 

594-595 

rates  fixed  by  ordinances  changed  by  commission 336, 339 

telephonic  business-  conducted  for  hire  under  commission . .  423-425 

LAND: 

acquired  in  anticipation  of  future  needs,  inclusion  in  valua- 
tion   610, 669-670 

unused,  not  included  in  valuation 610, 669-671 

value,  ascertained  in  valuation  for  rate  fixing 666-673 

LEGISLATION: 

creating  commissions,  effect  on  value  of  property 581,594-595 

LIGHTING  HOURS: 

definition 601 

LINES: 

aerial,  rules  governing 267-269 

construction : 

across  similar  lines  and  railways,  rules  governing 288-301 

certificates : 

granted  competing  companies 277-283 

required  before  470-472 

extension : 

amount  for,  inclusion  in  working  capital 610, 674-676 

approval  of  commission  necessary  for 523-527 

begun  prior  to  passage  of  law  approved 523-527 

certificates : 

granted   competing  companies 277-283 

unnecessary  when  territory  unoccupied 495 

occupied  territory: 

approved 460-461 

unwarranted 544-553 

public  convenience  and  necessity  do  not  require. .  .520-523,536, 

543-548 

regulation  governing  reports  of 554-557 

rights  of  way  granted  by  commission 461-470 
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LINES  — Continued; 

extension  —  continued : 

selection  of  one  of  two  companies  to  serve  unoccupied 

territory 537,539-542 

stock  issue  for   476-478, 563-570 

unnecessary 433, 437 

overhead,  construction,  rules  governing 267-269 

parallel,   disapproved    471-475, 544-545 

transfer  of  messages  from  one  line   to  another  without 
switch 509 

USTINGS: 

additional,  in  directory,  charge  for  approved 284, 368-36fl 

separate  in  directories  of  subscribers 484 

LOADS: 

factors,  considered  in  determining  rates 571, 578 

heavy,  light  and  normal,  definitions 601 

wires,  rules  governing 292, 296-297 

LOCATION: 

charge  for  changing   496, 498-499 

instruments,  change  in,  charge  for  approved 449, 457, 459 

right  of  way  determined  by  conmiission 463-469 

LONO  DISTANCE  SERVICE.    See  Toll. 

LOSSES: 

considered  in: 

determining  going  value 633-634, 665 

valuation   of  property 609, 633-635 

rate  increase  to  cover 353-354 

LOW  TENSION  LINES : 

rules  governing 293 

MAINTENANCE: 

charge,  contract  rental  as 502 

current,  estimated  for  consolidated  plant 448, 453-454 

provision   for    379-384 

rates   to  cover    439, 445-446 

MANAGEMENT: 

efficient  required 379-384 

MANAGER: 

compensation  of  379, 381 

MANCHESTER,  NEW  HAMPSHIRE: 

investigation  of  rates  and  service  of  gas  company 608-716 

MAPS: 

filed  with  commission  283 
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MABKET  VAUE: 

securities,  not  considered  in  valuation 612, 6W-695 

stock,  basis  for  computing  rat«  of  return 570, 575-576 

MEEOEB: 

approved 427-429 

rate  increase  upon  306-307 

MESSAGES: 

toll,  subscriber  liable  for  calls  originating  at  his  station . . .  275-276 

transfer  from  one  line  to  another  without  switch 509 

transmitted  by  submarine  cable,  rate  reduction 388 

METALUO  CIRCUIT  SYSTEM: 

substituted  for  grounded  303-304 

METERS: 

allowable  error,  rules  governing 601 

installation  cost,  at  expense  of  subscriber 720 

rates: 

fixed  by  commission 615,  714-715 

minimum,  prescribed  by  commission 706-714 

rentals,  eliminated  560 

METHODS: 

business  management,  change,  required  by  commission....  337,344 
MICHIGAN  —  BAILBOAD  COMMISSION : 

physical  connection  compulsory  389-414 

MILEAOE  BASIS: 

apportionment  of  interline  revenue 373, 377 

MINIMUM  BATES.     See  Rates. 
MONOPOLIES: 

protection  of  635 

regulated,  advantages   328 

MUNICIPAL  COBPOBATIONS: 

agreement  as  to  rates  between  utility  and 505-508 

approval  commission  necessary  for  plant  construction 719 

benefits  of  rate  reduction  should  accrue  to 571, 577-578 

free  and  reduced  rate  service  to 507 

not   within  jurisdiction   of  commission 362 

NATIONAL  ELECTBIC  LIGHT  ASSOCIATION: 

standards  for  overhead  line  construction  adopted 267-269 

NEW  BUSINESS: 

considered  as  operating  expense 638 

expenses  paid  out  of  operating  revenues 609, 637 

NEW  HAMPSHIBE  — PUBLIC  SEBVICE  COMMISSION: 

investigation  of  rates  and  service 608-716 
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NEWSPAPERS: 

notice  of  sale  of  stock 570 

NON-PATMBNT: 

service  discontinued    273, 559 

NOK-STOGKHOLDEBS : 

discrimination   eliminated   between   stockholders   and 272, 275, 

305, 36^368, 439, 446, 504, 515, 518-519 

rates,  uniform  for  stockholders  and 356-357, 370-371, 379-385 

NOTES: 
issue : 

reports  to  commission   271 

unauthorized,  replaced   270-271 

promissory,  issue,  approved 270-271 

renewal,  issue,  authorized  270-271 

NOTICES: 

posted,  showing  rate  changes 285-287 

reasonable  time  before  discontinuing  service 273 

sale  of  stock  in  newspapers  570 

OFFICE  BUILDINOS: 

flat  rates 483-484 

OFFICIALS: 

municipal,  free  service  for  business  connected  with  secur- 
ing harvest  hands 387 

state,  rate  discrimination  eliminated 274-275 

OFEItATIN0: 

aecoxmts,  kept  by  utilities 430, 446-447 

charges,  considered  in  rate  reduction 573^  578 

expenses: 

consiteed  in  rate: 

fixing 337,330,341,608,618 

increase 497 

investigation 417, 420 

income^  sufficient  for  rate  reduction  approved. ..  .571,576,579 

inereaned  eost,  infiuenee  mi 702 

rates: 

itumffioient  to  cover,  increase  approved.. 302-303, 317-318, 

336-344, 351-364, 380-384 

sufficient  to  cover 439, 445-446, 615, 714-716 

reduction : 

by  minimum,  meter  charge 714 

recommended 559 

stock   issue   to   defray 484-489 

• 
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OPERATINO  —  Continued : 
revenues : 

considered  in  rate  fixing 608, 618 

increase 497 

increased  by  minimum  meter  charge 714 

new  business  expenses  paid  out  of 609, 637 

ORDER: 

previous,  modification,  denied 502 

ORDINANCES: 

improvements  required,  rate  increase  after 319-320 

rate  fixed  by,  changed  by  commission 336, 339 

ORIGINAL  COST: 

comparison  with   reproduction   cost 609, 628, 631 

considered  in: 

rate  fixing 608, 618 

valuation 585, 589 

not  absolute  measure  of  value 608, 627 

OVERHEAD  CHARGES: 

allowance  for   613 

in  valuation  of  property 582, 586 

14^  allowance   558 

OVERHEAD  CROSSINGS: 

rules   governing    288-301 

OVERHEAD  LINES: 

construction,  rules   governing    267-269 

disapproved 490,493-494 

OWNERSHIP: 

equipment : 

by  stockholders,  assessment  in  lieu  of  rental  illegal 370-371 

by  subscribers: 

payment  of  rental  by  utility 417-418, 420 

rate  increase  disapproved   30S-310 

by  utility 439,446 

instruments,  by  subscribers,  rate  concessions  disapproved,  354-356 

lines,  division  of  joint  rates 528-535 

private  and  utility,  distinction  in  value  of  property 581,594 

PAR  VALUE.     See  Stock;  capital. 
PARALLEL  LINES : 

disapproved 471-475, 544-545 

PARTY  LINES: 

multi-party : 

farm  lines,  rate  increase,  disapproved. ., 479-482 

rates,  reasonable 490-494 
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PARTY  UNBS  — Continued: 

ten-party  substituted  for  twenty-party  lines,  rate  increase 

approved 320-321 

two-party : 

installation,  desirable  337, 342-344 

rates 317-318 

PAVING  OVER  MAINS: 

cost  and  depreciation 626-626 

included  in  present  value  of  property 608, 625-628 

PAYMENT: 

advance : 

approved 273, 303-304 

discount,  approved 505 

discontinued,  not  deemed  rate  increase 332-336 

prompt : 

approved 37^384 

discount,   approved    315-316,330-331,449-450,456-468, 

614,704-706,715-716 

PETITIONS: 

rules  governing 300-301 

PHYSICAL  CONNECTION: 

advantages 393 

compulsory 372-378 

constitutional   objections    402, 408 

toll  service 389-414 

conditions  precedent  to  compulsory 401, 408 

contracts,  not  within  jurisdiction  of  commission 499-501 

cost : 

establishing,  how  paid   ; .  372, 377 

installation,    apportionment 389, 391-392, 394, 398, 400, 

403,412-414 

discontinuance,  constitutes  inadequate  service 499, 501 

public  convenience  and  necessity: 

do  not  require 430-431 

require 389,391-392,398,400^01,407,409-410,413 

required  for  adequate  service 499, 501 

PIECEMEAL  CONSTRUCTION: 

allowance  for 558 

PLAINVILLE,  ILLINOIS: 

rate   increase   approved 351-354 
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PLANT: 

additional  construotion,  certificate  nnneceasaiy  for 321-325 

consolidated,  cost  of,,  estimated 448, 453 

construction,  approval  commission  necessary 719 

efficiency,  considered  in  valuation 686 

POLES: 

clearances,  rules  governing  290, 294 

distribution,  constitutes  process  of  construction 523-527 

location,  rules  governing 290, 293 

POST-OFFICES: 

special  rate  discontinued  345 

PRELIMINAB7  COSTS: 

allowance  for,  not  made 609, 631 

inclusion  of  term  628-630 

PRESENT  VALUE: 

allowance  for   559 

value  of  property  represented  by  stock 438, 446 

PRICE: 

sale  of  property  not  used  for  capitalization  or  rate  fixing. .  582,596 

PRIVATE  PROPERTY: 

distinction  between  value  of  utility  property  and 581,594 

right  of  way  over,  granted  by  commission 461-47^ 

PROFITS: 

allowance  for   558 

PROMPT  PAYMENT: 

approved 379-384 

discount,  approved  315-316,330-331,449-450,456-458,614, 

704-705  715-716 

PROPERTY: 

aeqnired  in  anticipation  of  future  needs,  inclusion  in  valua^ 

tioi^ 610, 669-670 

acquisition,  approved 427-429 

examined  in  rate  fixing 341-342 

physical,  regulations  governing  reports  of  improvements. .  554-557 
private: 

and  utility,  distinction  between  value 581, 594 

right  of  way  over,  granted  by  commission 461-470 

sale : 

approved 427-429 

price,  not  used  for  capitalization  or  rate  fixing 582,596 

segregation,  not  used  in  public  service *. 484, 486 

unused,  not  included  in  valuation 610, 669-671 

See  also  Valuation  of  Property. 
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PUBUO  CONVENIENCE  AND  NECESSITY: 

additional  exchange  not  required  by 549-655 

eertificatea: 

denied 544-548 

extension  of  lines,  granted  competing  companies 277-283 

obtained  before  construction 422-426, 470-472, 719 

required  of  public  utilities  before  operating 358-365 

unnecessary: 

in  unoccupied  territory   495 

for  installation  of  switchboard 321-325 

extension  of  lines: 

not  required  by 520^23,536,543-548 

required ; 523-527 

physical  connection: 

not  required  by 430-431 

required  by 389, 391-392, 398, 4«0-401, 407, 409-410, 413 

PUBLIC  UnLITIES: 

inclusion  of  term  322, 325, 601 

requirements  of,  decided  by  commission 358, 360,  364 

selection  of  one  of  two,  to  serve  unoccupied  territory.  .537,539-542 

BAILWAY8: 

free  or  reduced  rates  service  to  representative  of  exposition 

commission 415-416 

lines   acrossi   rules   governing 288-301 

stations,  free  service  discontinued 504 

BATE  OF  BBTUBN: 

computation 570, 575 

minimum,  fixed  by  commission 698 

L4^  inadequate 496,498 

7^  allowed 448,453-454 

6j<  fidr 613, 697-698 

10^  on  present  value 559 

RATES: 

additional : 

connection  with  competing  companies 402, 412 

desk  telephones,  approved 437-438 

directory  listings,  appiwed   284  ,368-369 

excess  time  beyond  initial  period 331-332 

extension  telephones  appiDved  366-368 

two  parties  using  one  telephone,  disapproved 276 

adjustment,  at  request  of  compwiy 310-313 

air  line  distance,  basis  for 510-514 

authority  of  commission  necessary  to  increase 358-365 

base  rate  area,  beyond 479-482 
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BATES  —  Continued : 
business : 

and  residence,  combination,  a  discrimination.  .314-316, 368-369 

discrimination  eliminated 274-275 

increase  approved    366-368 

changes : 

approved 302-303 

at  request  of  company 310-313 

disapproved  when  service  inadequate 328-330 

discrimination   eliminated    305 

farm  lines,  approved 315-316 

filed  on  less  than  statutory  notice,  approved 284-286 

reduction  of  toll  rates 331-332 

upon  consolidation  306-307 

increase 447-459 

combination,  to  several   subscribers  deemed  a  discrimin- 
ation    345 

concessions : 

abolished 35^356,368-369 

subscribers  owning  equipment,  disapproved 354-356 

depreciated  value  plus  depreciation  reserve  as  basis  for 

fixing 611, 677-684 

determined  by  load  factors 571, 578 

discrimination : 

abrogation  of  contract  fiidng,  by  passage  of  commission 

law 345-350 

combination  rates  for  several  subscribers  eliminated. .  345 

concessions  eliminated    354-356 

eliminated : 

at  request  of  company 310, 313 

between  stockholders  and  non-stockholders. . .  .305,356-357, 

504,515,518-519 

by  uniform  system 284 

to  state  officials 274-275 

extra  charge  for  non-subscribers 272, 275 

existing : 

considered  in  changing 450 

earning  power,  excessive 583, 587 

excessive,  reduction,  approved 510-514 

inadequate,   increase   approved 351-354,  514-519 

insufficient  to  cover  operating  expenses,  increase  ap- 
proved   302-303,336-344 

investigation  as  to  return  upon  investment 622 

reasonable 490-494 


XXXVlll 


Digitized  by  LjOOQIC 


SUBJECT  INDEX. 

PAOK. 

BATES  —  Continued : 

extension  telephones 317-318 

extra  directory  listing   284 

farm  lines : 

changes,  approved   316-316 

existing,  reasonable   490-494 

increase : 

after  betterments  303-304 

approved 330-331 

multi-party  lines,  disapproved 479-482 

ten-party  substituted  for  twenty-party 320-321 

reduction  at  request  of  company  approved 302-303 

switching,  increase  approved 361-366, 614-519 

fixed  by  ordinance,  changed  by  commission 336, 339 

flat: 

and  metered 720 

office  buildings 483-484 

graduated,  farm  lines  directly  connected  with  more  than 

one   exchange    615, 617 

gross  and  net,  difference  refunded  for  prompt  payment 460, 458 

head  receivers  changed  on  less  than  statutory  notice 286-286 

increase : 

after  improvements  319-320 

approved 336-344,628-636 

compromise  •between  parties  660-562 

cover  operating  expenses 302-303 

eliminate  discrimination 366-368, 379-384 

farm  lines 330-331 

when  revenue  insufficient 351-364 

disapproved 328-330 

discontinuance  of  discount  not  deemed 332-336 

multi-party  farm  line  disapproved 479-482 

required  by  increase  in  wages 496 

service  cost  considered  before 720 

substitution  of  ten-party  for  twenty-party  lines 320-321 

sufficient   to  cover  operating  expenses  approved 308-310, 

317-318 

switching  farm  lines,  approved 614rn619 

upon   consolidation    30^307, 447-459 

upon  installation  common  battery  system 606-606 

interchange  of  service,  reasonable,  approved  by  commission  432-433 
joint : 

apportionment 528-535 

established  by  commission 392,394,398-400,403,408,414, 

610-514 
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maximum,  reduction,  approved 570-579 

minimum,  meter  charges  fixed  by  commission 614, 706-714 

reasonable : 

approved 503-504 

determined  by  commission 558-560 

factors  considered  in  fixing 337, 339-342 

investigation  to  determine    608, 616 

second  utility  not  required 470-475 

suspension  of  schedule  during  investigation 417-422 

reduction : 

approved 608-716 

at  request  of  company  approved 302-303 

earnings  imder 698-699 

electric  service,  approved 570-579 

filed  on  less  than  statutory  notice  approved 284-286 

increased  business  due  to 614, 714 

instead  of  increasing  capitalization 587 

joint  toll  rates  approved  510-514 

messages  transmitted  by  submarine  cables 388 

municipality,  to,  approved 507 

representatives   of  exposition   conmiission 415-416 

subscribers  furnishing  equipment,  discrimination....  417,420 

residence: 

and  business,  combination  a  diserimixiatiim  eliminated.  314-316 

residence : 

discrimination  eliminated 274-275 

.  increase  approved    336-344 

schedules : 

aniended  to  conform  with  practice  of  company 286 

discrimination  eliminated 366-368 

filed  and  posted  on  less  than  statutory  notioe 284-287 

must  be  filed  333,386,515,518-519 

prescribed  by  commission 448, 458-459 

suspension  of  proposed 417-422 

special : 

to  post-ofiices  discontinued  345 

to  stockholders  deemed  discrimination 345-350 

sufficient  to  cover  expenses,  depreciation  and  retom.  .615,  714-716 

switching : 

farm  lines,  connected  with  more  than  one  exchange. .  514-515, 

517-519 
increase : 

approved  .  .  . 514-519 

disapproved  when  equipment  owned  by  subscriber.  308-310 
xl 
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toll: 

adjusted  by  eoBimission 385-386 

discrimination : 

eliminated 385 

between  subscribers  and  non-subscribers....  272,275 

instead  of  free  service 448-449, 455-456, 528-536 

joint,  established  by  commission 510-514 

reasonable 490-494 

two  parties  using  one  telephone 276 

uniform : 

for  all  subscribers 368, 370-371 

for  stockholders  and  non-stockholders 378-384 

valuation  establishing,  fixed  by  commission 717 

Electric  Light  and  Power  Companies: 

increase  denied  720 

reduction,  approved 570-579 

Gas  Companies: 

approval  of  compromise  between  parties 560-562 

reduction  approved   608-716 

REAL  ESTATE: 

value,  estimate  of  owners  used 558 

RECONNECTION  CHABGE: 

approved 273, 559 

BECONSTBUOnOK: 

cost,  met  by  new  capital  instead  of  income 563-564, 567 

rate  increase  or  assessment  to  provide  for 438-439, 445 

BECOBDS: 

meters,  rules  governing 604 

station,  rules  governing 605 

REDUCTION.    See  Rates. 

REFUNDS: 

rules   governing    604 

REGULATIONS: 

crossing  of  facilities  288-301 

REHEARINGS: 

previous  order  rescinded  717 

refused  when  groxmds  insufficient 583-599 

REMOVAL: 

charge  for  changing  location 496, 498-499 

RENEWALS: 

reserve  fund  for 485-486 

xli 
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RENTALS: 

assessment  of  stockholders  instead  of,  illegal 370-371 

instruments,  approved  354-356 

meters,  eliminated  560 

service  discontinued  for  non-payment 273 

REPAIBS: 

neglected,  inadequate  service  due  to 308-309 

rate  increase  necessary  for 379, 381 

required : 

before  rate  increase   328-330 

for  adequate  service 344 

REPLACEMENT   VALUE: 

considered  in  valuation 580, 592 

REPLACEMENTS: 

capitalization,   illegal    438, 445 

modern  for  obsolete  equipment 612, 684-686 

reserve  fund  for 484, 486 

REPORTS: 

annual : 

filed  with  commission  515, 518-519 

required 380,384 

cost  of  construction 277, 283 

division  of  territory 283 

electric  utilities,  rules  governing 607 

extensions  and  improvement  in  property  of  common  car- 
riers, rules  governing 554-557 

note  issue 271 

stock : 

issue 478 

sale  447,489 

uniform  system  for  reporting  investment  in  physical  prop- 
erty    554-557 

REPRODUCTION  COST,  NEW: 

allowance  for    559 

considered  in  rate  fixing 608,618,623-^24,631 

estimated 613 

factors  in  determining  580, 585, 592 

less  depreciation  computed  on  straight  line  basis 678 

met  by  new  capital  instead  of  income 564, 567 

not  absolute  measure  of  value 608, 627 

relevant  fact  in  determining  valuation  of  property. ..  .581,585-586 

REPRODUCTION  VALUE: 

7;^  of,  as  depreciation  reserve 515, 517-519 
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BESIDEKOE  BATES.    See  Rates. 
BETUBN  UPON  INVESTMENT: 

allowance  for,  not  made 417, 421 

considered  in: 

fixing  toll  rates 528,633 

valuation 690-693, 696-698 

fair,  determined  by  commission 613, 698 

income  sufficient  for,  rate  reduction  approved 671, 576, 579 

rate: 

computation 670, 575 

minimum  fixed  by  commission 698 

1.4j^  inadequate    496,498 

7^  allowance  for 448, 453-454 

6;^  fair .613, 697-698 

10<i  on  present  value 559 

rates : 

increase  to  cover 336, 343, 366-368 

insufficient  to  provide  for,  increase  approved 496-499 

sufficient  to  cover 615, 714-716 

reasonable,  rate  increase  to  cover 380-384 

utility  entitled  to  fair 672 

BE  VENUES: 

comparison  of  existing  and  proposed 343 

considered  in  rate  investigation 417, 421 

division  of  432-433 

interline  toll 372,  376-378, 385-386 

insufficient  to  cover  expenses,  rate  increase  approved 308-310, 

317-318, 336-344, 351-354, 380-384, 496-499 

operating : 

considered  in  rate   fixing 608,618 

increase 497 

increased  by  minimum  meter  charge 714 

new  business  expenses  paid  out  of 609, 637 

BIGHTS  OF  WAT: 

cost  of  securing  ., 461-462, 464r-465, 467-469 

over  private  property  granted  by  commission 461-470 

BULES: 

uniform,  overhead  line  construction 267-269 

BUBAL.    See  Farm  Lines. 

SALE  OF  PBOPEBTY: 

approved 427-429 

price,  not  used  for  capitalization  or  rate  fixing 582, 596 

SAVING  OVEB  COAL: 

method  in  valuation 582, 597 

xliii 
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SEOUBITIES: 

collateral,   repledging,   approved 27(^271 

eonsidered  in  rate  fixing 608 

investment,  not  entitled  to  earn  return 612,  690 

issue,  relation  to  valuation  of  property 582, 598-599 

market  value,  not  considered  in  valuation 612, 694r-695 

SEGBBQATIOK: 

property,  not  used  in  public  service 484, 486 

SERVIOE: 
adequate : 

betterments  required  for  328-330 

extension  of  lines  not  required 520-623 

investigation  *  unnecessary    608, 616 

physical  connection  necessary  for 401, 407 

required : 

by  commission 361-365 

by  competing  companies 328 

secured  through  transfer  of  franchise 427-429 

character  of,  considered  in  fixing  rates 337, 339-342 

connections,  expense  borne  by  utility 560 

continuous,  flat  and  metered  rate 720 

cost : 

conducted  at  loss 479, 481 

considered  in  fixing: 

rates 343 

toll  rates    628, 533-535 

new  business  included 638 

peculiar  to  street  lighting 571, 578 

demand,  capitalized,  unwarranted  636-637 

discontinued : 

competing  company  operating  without  certificate 358-365 

franchise  forfeited 326 

non-payment,  approved 273, 559 

until  certificate  obtained   423-425 

discrimination,  eliminated  to  state  officials 274-275 

extended  time,  rate  increase  approved 351-354 

free: 

approved  in  developing  business 528, 534 

discontinued 302 

hotels  and  railway  stations 504 

toll  charges  instead  of 448-449, 455-456, 528-536 

harvest  hands  secured  for  farmers 387 

linemen 515, 519 

municipality 507 

representative  of  exposition  commission 415-416 

xliv 
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SEBVIOE  —  Continued : 
inadequate : 

betterments  required 490, 493 

eorrected  instead  of  entrance  of  second  utility 544-548 

due  to,  insufficient  revenues 308-310 

improvements  ordered 333-336 

rate  increase,  disapproved 328-330 

interchange  between  companies: 

eompulsory 372-378,389-414 

free,  approved    427-429 

messenger 377 

reasonable  rates,  approved  by  commission 432-433 

party  line,  installation  of  two  party  desirable 337,342-344 

private  branch  exchange,  flat  rates  in  office  building 483-484 

treasonable,  approved 503-504 

niles  regulating  street  lighting 560-562 

switching : 

discrimination,  complaint  dismissed   433-437 

farm  lines: 
rates : 

connected  with  more  than  one  exchange 514-515, 

517-519 

increase  approved 351-356, 514-519 

fees: 

absorption 510, 513-514 

tlirough  intermediate  exchange 510-514 

toll: 

free    for   business    connected   with    securing    harvest 

hands  for  farmers 387 

physical  connection  compulsory  389-414 

rate  reduction  approved 331-332 

value : 

dependent  on  development  of  farm  lines 479, 481 

reasonable  rates  determined  by 496, 498 

switching : 

rate  increase  disapproved  when  equipment  owned  by 

subscribers 308-310 

Electric  Light  and  Power  Companies: 

standards  prescribed  by  commission 600-607 

Gas  Oomfaniea: 

inyestigation 608-716 

SieWALB  CDtCUITS: 

rules  governing 290-293 

SIGHS: 

warning,  rules  governing 300 
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SINKING  FUND  OUBVE: 

method  of  computing  depreciation 677 

SPANS: 

length,  rules  governing 289-290,294 

STANDARDS: 

electric  service  prescribed  by  commission 600-607 

STATION: 

checking,  unnecessary  549-553 

railway,  free  service  discontinued 504 

rural  line,  re-associated  491, 493 

STIPULATION: 

conditions  governing  issuance  of  stock 484-487 

STOCK: 

capital : 

basis  for  computing  rate  of  return 570, 575-576 

cumulative  preferred,  issue  for  defraying  expenses  and 
reimbursing  treasury 484r-490 

issue : 

approved 270-271 

betterments 689 

extension  of  lines 438-447,476-478 

and  refunding  of  obligations 563-570 

defraying  expenses  and  reimbursing  treasury. . . .  488-490 
in  lieu  of  unauthorized 476-478 

reconstruction,  disapproved 438, 445 

represents  present  value  of  property 438, 446 

sale: 

at  not  less  than  par 488 

at  par  564,569 

to  public 564,569 

validation  of  unauthorized 438-447, 476-478 

STOCKHOLDERS: 

assessments : 

current   expenses,   discontinued 515, 518-^19 

instead  of  regular  rentals,  disapproved 370-371 

to  provide  for  reconstruction 438-439, 446-447 

business  attached  without  cost  to,  not  allowed  in  valua- 
tion   609, 635-636 

discrimination  eliminated  between  non-stockholders  and. . .         272, 

275,305,366-368,439, 

446,504,515,518-519 

rates,  uniform  for  non-stockholders  and.  .356-357,370-371,379-384 

special  discriminatory  rates  to,  contract  abrogated .......  345-350 
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STOCKHOLDERS  —  Continued : 

stock  not  subscribed  for  by,  sold  to  public. 564, 569 

toll  rates  uniform  for  non-stockholders  and 385 

waiver  of  right  to  subscribe  pro  rata 476-477 

STORES  AND  SUPPLIES: 

allowance  for 610, 674-676 

STRAIGHT  UNE  BASIS: 

methods  of  computing  depreciation 559, 677-678 

STRAIN  INSULATORS: 

rules  governing 289 

STREET  RAILWAYS : 

lines  crossing,  rules  governing 288-301 

SUBMARINE  CABLES: 

rate  reduction  for  messages  transmitted  by 388 

SUBSCRIBERS: 

classification 440-441 

combination  rates  to  several,  a  discrimination 345 

deposits,  8^  interest  upon 560 

discrimination  discontinued  between  non-subscribers  and. .  272,275 
equipment  owned  by: 

purchased  by  utility  439, 446 

rate  concessions  disapproved 354-356 

furnishing  equipment  rate  reduction  disapproved. 417, 420 

liable  for  toll  calls  originating  at  their  station 275-276 

paying  maximum  price,  rate  reduction  should  benefit.  .571,577-578 
rates,  two  parties  using  one  telephone 276 

SUPERVISION: 

allowance  for,  in  stock  issue 563, 566 

SUPPLIES: 

and  stores,  allowance  for 610, 674r-676 

SURPLUS: 

provide  for  dividends ; 439, 446 

SWITCHBOARDS: 

installation,  certificate  not  required 321-326 

service  at  flat  rates  for  office  building 483-484 

SWITCHINa  SERVICE: 

discrimination,  complaint  dismissed 433-437 

farm  lines,  rates: 

connected  with  more  than  one  exchange 514-515, 517-519 

increase  approved 351-356, 514-519 
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SWirOHOrG  SEBVIOE  —  Continued : 
ices  I 

absorption 510, 513-514 

through  intermediate  ezehange ■. 510-514 

rate  increase  disapproved  when  equipment  owned  by  sub- 
scribers    308-310 

STSTEM: 

accounts,  uniform,  ordered  by  commission 379, 384 

TAXATION: 

allowance  for   448, 453-454, 613, 700-701 

TELEORAPH  COMPANIES: 

free  or  reduced  rate  service  to  representatives  of  exposition 
commissi<m 415-416 

TELEPHONE  COMPANIES: 

agreement  as  to  rates  between  municipality  and 505-508 

free  or  reduced  rate  service  to  representatives  of  exposition 
commission 415-416 

TELEPHONE  CORPORATION: 

defined 423-425 

TEXRITORT: 

invasion  of  occupied: 

approved 460-461, 523-527 

disapproved 470-475, 536, 538 

inadequate  service  corrected  instead  of 544-548 

unwarranted 52(^^23,544-553 

limited,  operations  in 470-471, 476 

unoccupied : 

certificate  unnecessary   495 

division  between  competing  companies 277, 281-283 

entrance  of  utility  approved 471, 476 

selection  of  company  to  serve 537, 539-542 

TESTIMONT: 

attitude  of  commission  toward 580, 584, 592 

experts,  value  of 665 

insufficient,  assumptions  not  justified 581, 584, 592 

TESTS: 

rules  governing: 

commission  and  request 603 

installation  and  periodic 602 

TOLL: 

lines,  rights  of  way  secured  for  construction 461-470 

messages,   subscribers   liable   for  calls  originating  at   his 

station 275-276 
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TOLL  ~  Continued : 
rates : 

adjusted  by  eommission 385-386 

diseiimination : 

eliminated 385 

l>etween  subeeribers  and  non-sabscribers  dieh 

continued 272, 275 

instead  of  free  service 448-449,465-456,628-536 

joint,  established  by  commission 510-514 

reasonable 490-494 

revenue : 

division  of  interline 372, 376-378, 385-386 

service : 

free   for    business    connected    with    securing   harvest 

hands  for  farmers  387 

physical  connection  compulsory  389-414 

rate  reduction  approved 331-332 

TOOLS: 

value  not  included  in  valuation  for  rate-making 558 

TBAH8MI88IpN  LINES: 

crossing  similar  lines,  rules  governing 288-301 

UNCOLLECTIBLE  ACCOUNTS: 

allowance  for 448, 453-454 

not  made   417,421 

UNDERGROUND  CROSSINGS: 

rules  governing 288 

VALIDATION.    See  Stock. 

VALUAnON  OP  PROPERTY: 

commission  not  bound  by  report  of  engineer 580, 584 

considered  in: 

fixing  toll  rates 532-533 

rate  investigation  417, 420 

determined  by  comndasioa 696 

distinction  between  private  and  utility  ownership 581, 594 

entire,  going  value  and  physical  property 647, 666 

entire  property  eonaidered 582, 587-588 

estimate  of  owners  used 558 

estimated  from  records 448, 453 

factors  considered  in  determining 582, 586 

fixed  as  of  date  of  inquiry 582, 595 

fixed  by  commission,  made  final 717-718 
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VALUATION  OP  PROPERTY  —  Continued : 

going  value: 

allowance  for   669, 682, 586 

appraised  as  separate  item 633 

attached  business  609, 628-638 

authorities  cited  to  determine .'. 639-666 

factor  in  determining 583, 687-688, 628-630 

good  will,  allowance  for 666 

inventories,  basis  to  be  original  cost 484-486 

items  included 608, 613, 618, 623, 700 

land  taken  at  present  value  instead  of  original  cost. . .  .610, 672-673 

modem  and  obsolete  equipment  considered 612, 684-686 

original  cost: 

allowance  for 686, 689, 608, 618 

comparison  with  reproduction  cost 609, 628, 631 

not  obsolete  measure  of  value 608, 627 

overhead  charges,  allowance  for 682, 586, 613 

plant  as  going  concern 609, 663, 666 

present  value: 

allowance  for 569 

represented  by  stock 438, 446 

regulations  governing  reports  of 654-667 

relation  to  issue  of  securities 682, 698-699 

reproduction  cost,  new: 

allowance  for   669 

considered  in  rate  fixing 608, 618, 623-624, 631 

estimated 613 

factors  in  determining  680, 686, 692 

less  depreciation  computed  on  straight  line  basis 678 

not  absolute  measure  of  value 608, 627 

relevant  fact  in  determining 681, 686-686 

working  capital: 

allowance  for 559 

in  rate  fixing 610, 674-676 

VALUE: 

distinction  between  private  and  utility  ownership 581, 594 

increments,  included  in  present  value 610, 673 

service : 

dependent  on  development  of  farm  lines 479, 481 

reasonable  rates  determined  by 496, 498 

VOLTAGE: 

surveys,  rules  governing 606 

variation,  rules  governing  606 

WARNING  SIGNS: 

rules  governing 300 
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WATEB  COMPANIES: 

construction  of  plant  by  municipality,  approval  of  com- 
mission necessary 719 

reasonable  rates  determined  by  commission 558-560 

WATEB  POWER: 

allowance  for,  in  valuation  of  property 582, 586-587, 596 

WIRES: 

rules  governing: 

clearances  .  . 288, 290, 293, 300 

contract 288-289 

crossing 267-269 

high  tension: 

crossing,  protection  of 372, 375-376 

rules  governing 290,293-300 

specifications 291-292 

WORKING  CAPITAL: 

allowance  for 559 

considered  in  valuation  for  rate  making 610, 674-676 

provided  out  of  surplus 564, 568 

stock  issue  for,  disapproved 563-564, 567-568 

WORKma  UNIT  STRESSES 298-299 
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PARTI. 

COMMISSION  ORDERS,  RULINGS  AND  DECISIONS 
DIRECTLY  AFFECTING  TELEPHONE  AND 
TELEGRAPH  COMPANIES. 

ARIZONA. 

Corporation  Commission. 

In  the  Matter  of  Overhead  Line  CoNSTRucnoN. 
Docket  No.  173. 

Dated  June  23,  1914, 

Standards  for  Qywliead  Line  Construction  and  Wire  Crossings  ^Adoption 

of  Specifications  Approved  by  National  Electric  Ligbt  Association 

and  Association  of  Railway  TelegnH;>li   Superintendents. 

.  Opinion. 

This  cause  came  on  regularly  for  hearing,  pursuant  to 
notice  thereof  duly  given,  in  the  oflSce  of  the  Commission, 
at  Phoenix,  the  nineteenth  day  of  May,  1914. 

A  review  of  commission  reports  shows  that  action  has 
been  taken  in  the  matter  of  prescribing  uniform  rules  for 
overhead  line  construction,  by  the  Commissions  having 
jurisdiction  thereof  in  the  following  States :  Connecticut, 
Nevada,  New  Jersey,  New  York,  Oklahoma,  Oregon,  Ver- 
mont and  Wisconsin.  These  several  Commissions  have 
issued  orders  which  embody  in  all  essentials  the  recommen- 
dations made  by  the  joint  committee,  in  the  report  to  the 
Thirty-fourth  Convention  of  the  National  Electric  Light 
Association,  held  at  New  York  City,  May  29  to  June  2, 
1911. 

California  has  a  statute  relating  to  overhead  line  con- 
struction, which  the  Railway  Commission  has  had  occasion 
to  revise  in  certain  particulars  by  Order  No.  26,  specifying 
the  National  Electric  Light  Association's  specifications 
and  high  pole,  one  span  crossings,  for  everything  over  fif- 
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268  Arizona  Corporation  Commission. 

[Ariz. 

teen  thousand  volts.  The  limit  was  placed  at  fifteen  thou- 
sand volts,  instead  of  five  thousand  volts,  by  the  Commis- 
sion, on  account  of  Chapter  499,  previously  enacted. 

The  prominence  of  the  engineers  who  have  given  [time]* 
to  developing  the  National  Electric  Light  Association  re- 
port, the  voluntary  adoption  of  the  suggestions  contained 
therein  by  the  more  progressive  public  service  corpora- 
tions and  the  recognition  given  it  by  state  Commissions,  all 
unit^  to  establish  it  as  an  authoritative  guide  to  safe,  dura- 
ble and  efficient  line  construction,  from  which  departures 
should  be  made  only  to  meet  extraordinary,  or  abnormal, 
local  conditions. 

The  order  herein  shall  be  designated  as  General  Order 
No.  37. 

General  Order  No.  37. 
It  is  hereby  ordered,  That  all  telephone,  telegraph,  sig- 
nal, trolley,  electric  light  and  poAver  lines,  now  or  hereafter 
constructed  within  this  State,  shall  be  constructed  and 
maintained  in  conformity  with  the  specifications  applying  to 
the  above  classes  of  lines,  contained  in  the  Report  of  the 
Committee  on  Overhead  Line  Construction  of  the  National 
Electric  Light  Association,  at  its  Thirty-fourth  Convention, 
held  in  New  York  City,  May  29  to  June  2,  1911.  Provided, 
also,  that  the  same  general  regulations  shall  apply  to  all 
direct  current  overhead  trolley  construction  and  recon- 
struction of  whatever  nature  within  the  State  of  Arizona. 

And  further  provided,  That  all  lines  of  aerial  wires,  or 
cables,  or  telegraph,  telephone,  signal  and  all  other  electric 
wires  of  similar  nature,  now  or  hereafter  to  be  constructed 
across  steam  railroad  rights  of  way,  tracks,  or  lines  of  wires 
of  the  same  classes,  shall  be  constructed  and  maintained 
in  conformity  with  the  specifications  applying  to  such 
classes  of  wires,  cables,  or  lines,  prepared  by  a  joint  com- 
mittee and  adopted  by  the  Association  of  Railway  Tele- 
graph Superintendents,  in  convention  at  St.  Louis,  Mis- 
souri, May  20,  1913. 
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Modifications  and  additions  to  said  specifications,  made 
by  said  National  Electric  Light  Association,  upon  approval 
first  having  been  made  by  this  Commission,  shall  be  in  full 
force  and  effect  with  relation  to  overhead  line  construction 
in  this  State. 

All  telephone,  telegraph,  signal,  trolley,  electric  light  and 
power  lines,  now  constructed  in  this  State,  shall  conform 
to  said  specifications,  above  mentioned,  applying  thereto, 
within  a  period  of  five  years  from  the  date  of  this  order. 

This  order  shall  be  effective  from  and  after  the  first  day 
of  July,  1914. 

Dated  at  Phoenix,  Arizona,  this  twenty-third  day  of 
June,  1914. 
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CALIFORNIA. 

Railroad  Commission. 

In  the  Matter  of  the  Application  of  the  Southwestern 
Home  Telephone  Company  for  Authority  to  Issue 
Stock,  Bonds  and  Notes. 

Application  No.  871 — Decision  No.  1589. 

Decided  June  17,  1914. 

Issuance  of  Renewal  Notes  Authorized  —  Bepledglng  of  OolUteral  Secur- 
ities AUowed. 

Supplemental  order  authorizing  applicant  to  execute  notes  aggregating 
the  face  value  of  $8^00  in  renewal  of  notes  of  a  like  amount  now  out- 
standing, and  to  repledge  certahi  bonds  now  ple<lged  as  security  for  same. 

Second  Supplemental  Order.* 

Gordon,  Commissioner: 

Southwestern  Home  Telephone  Company  having  filed  a 
supplemental  application  in  the  above  entitled  matter  ask- 
ing for  authority  to  issue  promissory  notes  as  follows: 
Joseph  S.  Hale,  $3,000;  Gertrude  A.  Hayes,  $3,000;  Mary 
G.  Casselberry,  $2,500 ;  and  it  appearing  that  it  is  proposed 
to  issue  said  notes  to  the  same  parties  for  notes  in  similar 
amounts  illegally  issued  without  the  prior  approval  of  this 
Commission ;  and  it  appearing  further  that  the  notes  herein 
proposed  to  be  issued  will  merely  continue  an  indebtedness 
incurred  by  the  applicant  prior  to  March  23,  1912,  when 
the  Public  Utilities. Act  became  effective;  and  Southwest- 
ern Home  Telephone  Company  having  applied  for  author- 
ity to  repledge,  as  security  for  these  notes,  such  bonds  as 
have  already  been  pledged  as  security  therefor. 


*  The  original  order  in  this  case,  dated  February  24, 1914,  was  printed  in 
Commission  Leaflet  No.  29,  at  page  740,  and  the  first  supplemental  order, 
dated  April  8,  1914,  was  printed  in  Commission  Leaflet  No.  30,  at  page 
1182.—  Ed. 
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It  is  hereby  ordered,  That  Southwestern  Home  Tele- 
phone Company  be  given  authority,  and  it  is  hereby  given 
authority,  to  issue  the  following  promissory  notes :  To 
Joseph  S.  Hale,  $3,000;  Gertrude  A.  Hayes,  $3,000;  Mary 
G.  Casselberry,  $2,500. 

It  is  further  ordered,  That  Southwestern  Home  Tele- 
phone Company  be  given  authority,  and  it  is  hereby  given 
authority,  to  pledge  as  collateral  security  for  said  notes 
such  bonds  as  have  been  pledged  as  collateral  security  for 
notes  in  similar  amounts  now  held  by  Joseph  S.  Hale,  Ger- 
trude A.  Hayes,  and  Mary  G.  Casselberry. 

The  authority  given  is  given  upon  condition  that  the 
notes  herein  authorized  shall  be  issued  in  substitution  for 
notes  in  similar  amounts  now  held  by  Joseph  S.  Hale,  Ger^ 
trude  A.  Hayes,  and  Mary  G.  Casselberry. 

The  notes  herein  authorized  to  be  issued  shall  be  for  a 
period  not  to  exceed  two  years,  and  for  a  rate  of  interest 
not  to  exceed  7  per  cent,  per  annum. 

The  authority  herein  given  is  given  upon  the  further 
condition  that  Southwestern  Home  Telephone  Company 
shall  report  to  this  Commission  within  thirty  days  that  it 
has  issued  the  notes  authorized,  and  that  it  has  cancelled 
the  notes  in  substitution  for  which  these  notes  are  author- 
ized. 

The  foregoing  second  supplemental  order  is  hereby  ap- 
proved and  ordered  filed  as  the  second  supplemental  order 
of  the  Eailroad  Commission,  State  of  California. 

Dated  at  San  Francisco,  this  seventeenth  day  of  June, 
1914. 
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FLORIDA. 

Railroad  Commission. 

In  the  Matter  of  Discrimination  by  Lake  Butler  Tele- 
phone Company  in  Toll  Rates  between  Butler  and 
Jacksonville. 

Dated  May  8,  1913, 

Discontinuance  of  Discrimination  in  Toll  Bates  as  between  8ul>scrlbers 
and  Non-Subscribers. 

Informal  Ruling.* 

It  has  been  called  to  the  attention  of  the  Commission  that 
your  company  is  making  an  extra  charge  for  long  distance 
service  to  patrons  of  your  line  who  are  not  local  sub- 
scribers ;  for  instance,  the  long  distance  rate  between  Jack- 
sonville and  Lake  Butler  and  Lake  Butler  and  Jackson- 
ville is  40  cents,  but  to  outsiders  you  are  charging  50  cents. 
This  practice  is  improper  and  the  Commissioners  desire 
that  it  be  discontinued  at  once,  making  the  40  cent  charge 
instead  of  the  50  cent  charge. 

Kindly  investigate  and  advise  if  this  will  be  done. 


*  Informal  rulin":  contained  in  a  letter  of  the  Commission  dated  May  8, 
1913,  addressed  to  Lake  Butler  Telephone  Company,  Lake  Butler,  Florida. 
—  Ed. 
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J  In  the  Matter  of  the  Application  of  Miami  Telephone 
Company  for  Ruling  of  the  Commissioners  as  to  Dis- 
continuance OF  Telephonic  Service  for  Failure  to 
Pay  Rentals  in  Advance. 

File  No.  3618. 

Dated  November  5,  1913. 

Discontinaaiice  of  Service  for  Non-Payment  of  Rental  in  Advance  —  Oliarge 

for  Reconnection. 

Informal  Ruling.* 

Yours  of  the  twenty-ninth  ultimo,  tasking  to  be  advised  at 
what  period  you  may  discontinue  service  to  a  subscriber 
who  has  failed  to  pay  rent,  and  whether  or  not  you  have  the 
right  to  make  reasonable  charge  for  reconnecting  'phone 
that  has  been  put  out,  account  apparent  failure  subscriber 
to  pay  rent. 

I  am  directed  by  the  Commissioners  to  say  that  in  their 
opinion  you  have  a  right  to  collect  'phone  rent  in  advance, 
and  when  subscriber  fails  to  pay  his  rent  in  advance  before 
disconnecting  or  discontinuing  his  service,  a  reasonable 
time  should  be  given  him  to  pay,  say,  ten  days.  If  such 
service  is  discontinued  because  subscriber  fails  to  pay  with- 
in a  reasonable  time  you  would  be  justified  in  making  a 
reasonable  charge  for  reconnecting  his  'phone. 


•  Informal  ruling  contained  in  a  letter  of  the  Commission,  dated  Novem- 
ber 5,  1913,  addressed  to  Miami  Telephone  Company,  Miami,  Florida, 
and  issued  over  the  signature  of  the  Secretary  of  the  Commission. —  Ed. 
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Ix  THE  Matter  of  the  Application  of  Southern  Tele- 
phone AND  Construction  Company  ;for  Authority  to 
Eliminate  Discriminations  in  Favor  of  State. 

File  No.  3680. 

Dated  January  28,  1914. 
Elimination  of  Discrimination. 

Informal  Ruling.* 

The  Commissioners  received  your  communication  of  De- 
cember 17  with  reference  to  your  telephone  charges,  which 
communication  has  been  under  careful  investigation  and 
consideration. 

Your  statement  is  noted  as  follows : 

"  Under  a  former  arrangement,  which  we  are  now  complying  with,  we 
are  furnishing  the  State,  in  its  capitol  building,  one  business  *phone, 
(known  as  the  janitor's  'phone),  at  $3.00  per  month,  and  additional 
'phones  to  the  Governor,  Secretary  of  State,  Attorney-General,  Comptrol- 
ler, Treasurer,  Superintendent  of  Public  Instruction  and  the  Commissioner 
of  Agriculture,  at  $1.50  per  month.  Neither  the  Railroad  Commission  nor 
the  Supreme  Court  were  included  in  this  agreement,  but  hitherto  we  have 
been  charging  them  at  the  rate  of  $2.00  per  month  for  their  business  'phone 
in  the  same  building.  Also  we  have  supplied  the  State  Chemist  with  a 
'phone  at  the  rate  of  $2.00,  though  he  is  in  a  separate  building." 

We  note  that  your  regular  rate  for  business  subscribers 
is  $3.00  per  month,  and  rate  for  residence  subscribers  is 
$2.00  per  month.  As  shown  by  your  letter,  above  quoted, 
you  are  discriminating  in  favor  of  some  of  your  business 
subscribers  as  against  the  others.  For  example :  the  offices 
of  the  Governor,  Secretary  of  State,  etc.,  mentioned  in  your 
letter,  are  being  charged  a  rate  of  $1.50  per  month,  while 
other  business  subscribers  are  required  to  pay  $3.()0  per 
month. 


[FUl 


*  Informal  ruling  contained  in  a  letter  of  the  Commission,  dated  Jan- 
uary 28, 1914,  addressed  to  Dr.  W.  L.  Moor,  President,  Southern  Telephone 
and  Construction  Company,  Tallahassee,  Florida,  and  issued  over  the  sig- 
nature of  the  Secretary  of  the  Commission. —  Ed. 
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In  the  opinion  of  the  Commissioners  these  charges  are 
discriminatory,  and  not  permitted  or  authorized  by  statute. 
And  you  are  asked  to  adjust  your  rate  so  as  to  not,  in  any 
case,  give  one  subscriber  a  rate  more  advantageous  than 
another  subscriber.  To  accomplish  this  end,  and  remove 
all  of  your  discriminations,  I  am  directed  by  the  Commis- 
sioners to  say  that,  effective  February  1,  1914,  your  busi- 
ness 'phones  should  be  adjusted  on  basis  of  $3.00  j>er 
month,  and  residence  'phones  on  a  rate  not  to  exceed  $2.00 
per  month. 


In  the  Matter  of  Discrimination  by  Lake  Butler  Tele- 
phone Company  in  Toll  Eates  between  Starke  and 
Jacksonville. 

Bated  February  19,  1914. 

Discrimination  in  ToU  Bates  as  between  Subscribers  and  Non-Subscribers  — 
Liability  of  Subscriber  for  ToU  Galls  Originating  at  His  Station. 

Informal  Ruling.* 

The  Commissioners  have  given  attention  to  yonr  letter 
of  the  thirteenth  instant  addressed  to  Commissioner 
Dunn,  asking  to  be  allowed  to  restore  rate  of  50  cents  to 
non-subscribers  on  toll  messages  between  Starke  and  Jack- 
sonville. 

I  am  directed  by  the  Commissioners  to  again  say  that 
they  are  of  the  opinion  that  a  charge  of  40  cents  to  one 
person  and  a  charge  of  50  cents  to  another  is  a  discrimi- 
nation, and  should  not  be  allowed ;  that  it  appears  to  them 
that  your  loss  in  failure  to  collect  certain  toll  charges  from 
non-subscribers  is  a  defect  in  your  way  of  doing  business 
that  can  be  easily  corrected.  If  a  non-subscriber  uses  long 
distance  from  a  subscriber's  'phone,  you  have  a  right  to 


*  Informal  ruling  contained  in  a  letter  of  the  Commission,  dated  Feb- 
ruary 19,  1914,  addressed  to  Lake  Butler  Telephone  Company,  Lake  Butler, 
Florida,  and  issued  over  the  signature  of  the  Secretary  of  the  Commis- 
sion.—  Ed. 
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hold  that  'phone  and  subscriber  responsible  for  the  call. 
The  practice  is  for  central  to  at  once  advise  the  person  the 
toll  charges  so  that  he  may  pay  it  then. 


FFim. 


Complaint  of  Dutton  Phosphate  Company  Against  East 
Florida  Telephone  Company. 

File  3618— A. 

(Correspondence  January  14,  1914,  to  May  16,  1914.) 
Bates  for  Two  Parties  XTsing  One  T^pbone. 

On  January  14,  1914,  informal  complaint  was  made  by  the  Dutton 
Phosphate  Company  to  the  effect  that  the  East  Florida  Telephone  Com- 
pany was  charging  $6.00  instead  of  the  regular  rate  of  $3.00  for  the  use 
of  a  single  telephone  in  the  company's  one  room  office,  on  the  ground 
that  the  telephone  was  used  by  two  companies,  viz,:  the  Dutton  Phos- 
phate Company  and  the  Dutton  Commissary  Company.  These  two  com- 
panies were  distinct  corporations,  but  the  Dutton  Phosphate  Company 
controlled  the  majority  of  the  stock  of  the  Dutton  Commissary  Company. 
The  general  superintendent  of  the  Dutton  Phosphate  Company  was  in 
the  office  but  little  and  the  general  manager  of  the  Dutton  Commissary 
Company  used  the  telephooe  in  conducting  the  business  for  both  the 
companies.  The  complainant  contended  that  the  general  manager  of  the 
Dutton  Commissary  Company  was  entitled  to  transact  business  for  both 
companies  over  the  one  telephone. 

In  a  letter  to  the  telephone  company,  dated  January  22,  1914,  the 
Conunission  stated  that  the  company  was  not  justified  in  making  a  double 
charge  of  $6.00  for  the  telephone  in  question,  and  in  a  letter,  dated  Feb- 
ruary 6,  1914,  the  telephone  company  was  again  directed  to  make  only 
one  charge  of  $3.00. 

On  May  16,  1914,  the  Commission  informed  the  company  that  it  had 
instructed  its  counsel  to  bring  proceedings  to  enforce  its  views  and  would 
prosecute  the  same  unless  the  company  agreed  to  abide  by  the  Commis- 
sion's decision.* 


'  Editor's  note  prepared  from  record. 
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IDAHO. 

Public  Utilities  Commission. 

In  the  Matter  of  the  Application  of  the  Smith  Tele- 
phone Company  to  Obtain  from  the  Commission  a 
Certificate  that  the  Present  or  Future  Public 
Convenience  and  Necessity  Require,  or  Will  Re- 
quire, THE  Construction  of  a  Telephone  Line  be- 
tween Certain  Points  in  Bannock  County,  Idaho. 

Case  No.  F  — 36. 

Decided  May  16, 1914. 

Certificate  of  Public  Oonyeiilence  and  Necessity  —  Extension  of  Telepbone 

Lines — ^Approval  of  Stipulation  between  Oompanies  as  to  Division 

of  Unoccupied  Territory  —  Reports  of  Ck>st  of  Construction. 

Opinion  and  Order. 

Standrod,  Commissioner: 

On  the  ninth  day  of  February,  1914,  the  Smith  Tele- 
phone Company,  a  partnership  consisting  of  William 
Smith,  A.  T.  Smith,  and  J.  W.  Smith,  doing  business  under 
the  firm  name  and  style  of  the  said  Smith  Telephone  Com- 
pany, 'filed  with  the  Public  Utilities  Commission  of  the 
State  of  Idaho  their  petition,  demanding  that  there  be 
granted  to  them  a  certificate  that  the  present  and  future 
public  convenience  and  necessity  require,  or  will  require, 
the  construction  of  a  telephone  line  between  certain  points 
in  Bannock  County,  Idaho.  The  petition  sets  forth  that 
the  applicants  at  the  time  of  filing  the  same  were  operat- 
ing a  telephone  system  through  Treasureton,  Cleveland, 
Perry  and  Thatcher;  that  they  have  ten  circuits  in  oper- 
ation and  have  75  'phones  on  the  same ;  and  that  the  prin- 
cipal oflSce  and  switchboard  of  the  applicants  is  located  at 
Cleveland,  Idaho ;  that  Treasureton,  Cleveland,  Perry  and 
Thatcher  do  not  make  a  large  enough  exchange,  and  that 
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[Idaho 
by  adding  Nitre  and  Grace  one  good  exchange  can  be  made; 
and  that  the  additional  territory  which  it  desires  to  enter 
would  embrace  the  south  end  of  Gem  Valley.  The  peti- 
tioners further  set  forth  that  they  have  on  hand  poles, 
cross-arms  and  insulators  sufficient  to  complete  the  line 
that  they  are  asking  for.  Accompanying  the  petition  is  a 
map  showing  the  present  location  of  the  applicants'  tele- 
phone system  and  the  location  of  the  territory  which  they 
desire  to  extend. 

On  the  twenty-fourth  day  of  March,  1914,  it  appearing 
to  the  Commission  that  there  were  other  telephone  com- 
panies within  or  near  the  field  contemplated  to  be  entered 
by  the  applicant,  the  Commission  caused  notice  of  the  ap- 
plication to  be  given  to  the  Gem  Valley  Telephone  Com- 
pany and  the  Soda  Springs-Lago  Telephone  Company,  and 
fixed  the  time  and  place  for  the  hearing  of  the  application 
at  Soda  Springs,  Idaho,  on  Wednesday  the  fifteenth  day 
of  April,  1914,  at  10.00  a.  m. 

On  March  24,  1914,  the  Gem  Valley  Telephone  Company 
filed  with  the  Commission  its  petition  asking  that  a  certifi- 
cate that  public  convenience  and  necessity  require,  or  will 
require,  the  construction  of  a  telephone  pole  line  and  sys- 
tem between  certain  points  and  within  certain  localities  in 
Bannock  County,  State  of  Idaho. 

The  petition  of  the  last  named  applicant  sets  forth  that 
it  is  a  corporation  organized  and  existing  under  the  laws 
of  the  State  of  Idaho,  and  that  its  principal  place  of  busi- 
ness is  at  Grace,  Bannock  County,  Idaho.  The  petition 
sets  forth  the  amount  of  its  capital  stock  authorized  and 
the  amount  of  the  same  issued,  and  the  purpose  and  pow- 
ers provided  by  its  article  of  incorporation;  that  its  pur- 
pose is  to  either  purchase,  lease  or  construct  and  to  op- 
erate and  maintain  public  and  private  telephone  lines  in 
the  territory  commonly  known  as  the  '*Gem  Valley"  in 
said  Bannock  County,  State  of  Idaho;  that  it  will  construct 
a  trunk  line  extending  from  Alexander  in  said  county  to 
Lago  with  numerous  branches  tlierefrom;  that  the  terri- 
tory which  it  purposes  to  enter  is  partially  served  by  the 


Digitized  by  LjOOQIC 


Application  of  the  Smith  Telephone  Co.         279 
C.  L.  32] 

Soda  Springs-Lago  Telephone  Company,  and  that  the 
service  of  the  latter  company  does  not  entirely  cover  the 
territory  proposed  to  be  served  by  petitioner  and  is  wholly 
inadequate  to  properly  supply  such  territory;  and  that 
within  the  territory  proposed  to  be  occupied  by  said  appli- 
cant are  situated  the  towns  of  Grace,  Nitre,  Bench, 
Thatcher,  Cove,  Turner,  Central,  and  Lago,  *all  of  which 
have  post-oflBces  and  general  stores  with  a  combined  esti- 
mated population  of  3,000;  that  the  main  or  trunk  line  of 
The  Mountain  States  Telephone  tand  Telegraph  Company 
runs  through  the  to>\Ti  of  Alexander  at  which  point  con- 
nection can  be  made  by  applicant  for  outside  and  long  dis- 
tance communication. 

Copy  of  the  applicant's  articles  of  incorporation  was 
filed  with  its  petition  and  maps  in  triplicate  showing  the 
locality  and  route  of  its  proposed  lines  and  system. 

Notices  of  the  application  of  the  aforesaid  corporation 
were  served  upon  The  Mountain  States  Telephone  and  Tel- 
egraph Company,  upon  the  Soda  Springs-Lago  Company 
and  on  the  Smith  Telephone  Company.  On  April  24,  1914, 
the  Soda  Springs-Lago  Telephone  Company  filed  an  an- 
swer to  the  petition  of  the  applicant,  in  which  many  charges 
are  made  against  the  Gem  Valley  Telephone  Company  ta 
the  effect  that  it  is  being  organized  for  the  purpose  of  forc- 
ing the  Soda  Springs-Lago  Telephone  Company  out  of 
business,  and  it  prays  that  the  petition  of  the  Gem  Valley 
Telephone  Company  be  disregarded  and  that  it  be  required 
to  purchase  the  stock  of  the  Soda  Springs-Lago  Company 
at  such  price  as  is  just  and  equitable. 

In  view  of  the  several  applications  filed  as  aforesaid, 
and  the  protest  of  the  Soda  Springs-Lago  Telephone  Com- 
pany, it  was  deemed  advisable  by  the  Commission  that 
the  applications  and  protest  be  heard  at  the  same  time  and 
fixed  at  Soda  Springs,  Idaho,  on  the  twenty-eighth  day  of 
April,  1914,  at  the  hour  of  10.00  o'clock  a.  m.,  as  the  place 
and  time  for  hearing  said  application  and  protest,  and  all 
the  parties  interested  were  so  adxised. 

On  the  twenty-second  day  of  April,  1914,  by  order  of  the 
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Commission  duly  made  and  entered,  I  was  duly  designated 
as  the  Commissioner  to  hear  the  investigations  and  in- 
quiry involved  in  said  applications  and  protest,  with 
power  to  make  such  findings,  orders  or  decisions  as  mignt 
appear  to  be  just  and  reasonable,  and  when  the  same  were 
so  made  to  present  them  to  the  Commission  for  approval 
and  confirmation. 

At  the  time  and  place  designated  for  the  hearing  the 
matter  came  on  regularly  to  be  heard  before  me  as  such 
Commissioner.  Carl  Barnard,  Esq.,  appeared  on  behalf  of 
the  Gem  Valley  Telephone  Company;  William  Smith  and 
J.  W.  Smith  appeared  on  behalf  of  the  Smith  Telephone 
Company;  Ed.  M.  Merrill,  secretary  and  treasurer  of  the 
Soda  Springs-Lago  Telephone  Company  appeared  on  be- 
half of  said  company. 

At  the  beginning  of  the  hearing  Mr.  E.  D.  Whitman, 
president  of  the  Soda  Springs-Lago  Telephone  Company, 
made  a  statement  that  his  company  had  reached  a  satis- 
factory settlement  with  the  Gem  Valley  company  and  that 
the  protest  it  had  filed  against  the  Gem  Valley  Telephone 
Company  might  be  withdrawn  and  not  further  considered 
by  the  Commission. 

The  Smith  Telephone  Company  then  proceeded  to  sub- 
mit testimony  on  their  application  aforesaid.  William 
Smith  and  J.  W.  Smith  and  McGee  Harris  were  called, 
sworn  and  examined  on  behalf  of  the  said  applicant,  the 
Smith  Telephone  Company.  At  the  close  of  this  testimony 
the  respective  parties  announced  to  the  Commissioner  that 
they  had  reached  an  agreement  as  to  the  territory  which 
each  might  enter  with  its  telephone  system,  and  if  the 
Commission  would  consent  to  it,  a  stipulation  might  be  en- 
tered, and  that  certificates  of  public  convenience  and  neces- 
sity might  be  issued  to  them  respectively  in  accordance 
with  the  said  stipulation. 

Whereupon  the  stipulation  was  made  before  the  Com- 
missioner and  carefully  read  in  the  presence  of  the  respec- 
tive parties  from  the  shorthand  notes  of  the  stenographer 
talgjig  the  testimony,  which  said  stipulation  is  as  follows : 
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"  It  is  hereby  stipulated,  by  and  between  the  Gem  Valley  Telephone 
Company  and  the  Smith  Telephone  Company,  that  the  Smith  Telephone 
Company  will  extend  their  present  system  so  that  it  will  embrace  or  take 
in  what  is  known  as  Whiskey  Creek  and  extend  as  far  north  so  as  to  take 
in  and  include  in  said  system  the  residence  and  premises  of  James  Swen- 
son;  and  the  territory  beyond,  lying  northeast  of  said  residence  and 
premises  of  James  Swenson,  shall  be  embraced  within  the  territory  and 
be  included  in  the  extension  of  the  system  of  the  Gem  Valley  Telephone 
Company.  The  Smith  Telephone  Company  will  further  extend  from  what 
is  now  known  as  the  Joseph  Fowler  Ranch,  and  running  northeasterly 
to  the  Sorenson  Brothers'  Ranch,  thence  due  easterly  to  the  moun- 
tains; and  the  territory  Ijring  south  of  said  last  described  line,  north 
and  east,  shall  be  included  in  the  territory  to  which  the  extension  of  the 
Gem  Valley  Telephone  Company  shall  be  made.  The  Smith  Telephone 
Company  may  extend  their  line  and  embrace  the  territory  lying  west  of 
Bear  River  and  known  as  Cove;  and  the  Gem  Valley  Telephone  Company 
will  occupy  all  the  territory  on  the  east  side  of  Bear  River,  and  also  the 
west  side  of  the  river  between  Turner  and  Cove!  It  is  further  agreed  that 
the  Smith  Telephone  Company  may  occupy  the  territory  a  mile  and  a  half 
east  of  the  William  Larkin  Bridge,  over  Bear  River,  then  running  south- 
east along  the  brow  of  the  hill,  four  miles,  to  the  old  Fred  Collins  Ranch; 
and  the  Gem  Valley  Telephone  Company  will  occupy  the  field  lying  north 
of  the  lines  last  above  described." 

Whereupon  the  further  taking  of  testimony  was  discon- 
tinued and  the  investigation  closed. 

I,  therefore,  submit  the  following  order: 

Order. 
William  Smith,  A.  T.  Smith,  and  J.  W.  Smith,  partners 
doing  business  under  the  firm  name  and  style  of  the  Smith 
Telephone  Company,  having  applied  to  this  Commission 
for  certificate  that  the  present  and  future  public  conven- 
ience and  necessity  require  the  construction  by  them  of  a 
telephone  pole  line  and  system  between  certain  points  and  in 
certain  localities  in  Bannock  County,  State  of  Idaho;  and 
the  Gem  Valley  Telephone  Company  having  also  applied 
to  this  Comrnission  for  a  certificate  that  the  present  and 
future  convenience  and  necessity  require  the  construction 
by  it  of  a  telephone  pole  line  and  system  between  certain 
points  and  in  certain  localities  in  Bannock  County,  State 
of  Idaho;  the  hearing  having  been  held  on  said  applica- 
tions and  the  said  applicants  having  stipulated  as  to  the 
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territory  and  localities  to  which  and  in  which  they  shall 
respectively  construct  said  pole  line  and  telephone  sys- 
tem. 

And  the  Commission  being  fully  advised  in  the  premises, 
the  Commission  hereby  finds  as  a  fact  that  the  public  con- 
venience and  necessity  will  be  served  by  the  granting  of 
the  application  of  the  respective  parties  in  so  far  as  the 
same  applies  to  the  locality  and  points  agreed  upon  and 
stipulated  by  said  parties. 

It  is,  therefore,  ordered.  That  the  said  applicants,  Wil- 
liam Smith,  A.  T.  Smith,  and  J.  W.  Smith,  doing  business 
under  tha  firm  name  and  style  of  the  Smith  Telephone 
Company  be,  and  they  are  hereby,  granted  a  certificate 
that  the  present  and  future  public  convenience  and  neces- 
sity require  and  will* require  the  construction  and  main- 
tenance by  them  of  a  pole  and  wire  line  for  telephonic 
communication  between  the  following  points  in  the  follow- 
ing localities  in  Bannock  County,  State  of  Idaho,  to  wit  t 

To  embrace  and  take  in  what  is  known  as  Whiskey 
Creek  and  extend  as  far  north  so  as  to  take  and  include 
in  said  system  the  residence  and  premises  of  James  Swen- 
son;  to  further  extend  from  what  is  now  known  as  the 
Joseph  Fowler  Ranch  running  northeasterly  to  the  Soren- 
3en  Brothers'  Ranch,  thence  due  easterly  to. the  moun- 
tains; to  extend  and  embrace  the  territory  Mng  west  of 
Bear  River  and  known  as  Cove ;  to  extend  and  occupy  the 
territory  a  mile  and  a  half  east  of  the  William  Larkins 
Bridge  over  Bear  River,  thence  running  southeast  along 
the  brow  of  the  hill  four  miles  to  the  old  Fred  Collins 
Ranch,  all  in  Bannock  County,  State  of  Idaho. 

It  is  further  ordered.  That  the  Gem  Valley  Telephone 
Company  be,  and  it  is  hereby,  granted  a  certificate  that  the 
present  and  future  public  convenience  and  necessity  re- 
quire, and  will  require,  the  construction  and  maintenance 
by  it  of  a  pole  and  wire  line  for  telephonic  communication 
between  the  following  points  in  the  following  locations, 
to  wit : 

^^  may  extend  its  present  system  so  that  it  will  take  in 
ibrace  the  territory  lying  beyond  and  northeast  of 
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the  residence  of  James  Swenson ;  to  take  in  and  embrace  the 
territory  lying  south  of  the  following  line,  north  and  east, 
a  line  extending  from  what  is  known  as  the  Joseph  Fowler 
Ranch,  running  northeasterly  to  the  Sorenson  Brothers' 
Ranch,  thence  due  easterly  to  the  mountains;  to  embrace 
and  take  in  all  of  the  territory  lying  on  the  east  side  of 
Bear  River  and  also  on  the  west  side  of  Bear  River 
between  Turner  and  Cove;  also  to  take  in  and  em- 
brace all  of  the  territory  lying  north  of  the  following  lines, 
a  mile  and  one-half  east  of  the  William  Larkins  Bridge 
over  Bear  River,  then  running  southeast  along  the  brow 
of  the  hill  four  miles  to  the  old  Fred  Collins  Ranch. 

It  is  further  ordered,  That  in  order  that  the  territory 
allotted  to  the  respective  applicants  in  which  a  certificate 
is  herein  granted  may  be  defined  more  accurately,  the  said 
applicants  prepare  and  file  with  the  Commission  within 
thirty  days  from  the  date  of  service  of  the  order  herein,  a 
map  approved  and  signed  by  them  respectively  and  show- 
ing the  metes  and  bounds  of  the  territory  allotted  to  them 
respectively  by  sections  or  township  lines  according  to 
government  surveys  or  by  natural  monuments  located 
.within  the  territory  so  well  recognized  as  to  be  beyond  dis- 
pute. 

It  is  further  ordered,  That  the  aforesaid  applicants,  dur- 
ing the  construction  of  the  pole  and  wire  lines  aforesaid 
and  the  installation  of  telephones  upon  the  system  to  be 
constructed  by  them  respectively,  keep  a  true  and  accurate 
account  of  all  expenditures  made  in  the  construction 
thereof  and  in  the  installation  thereof,  and  immediately 
after  the  completion  of  the  same,  they  each  of  them  file 
ynih  the  Commission  an  accurate  account  of  said  cost  and 
expenditures. 

The  foregoing  opinion  and  order  are  hereby  approved 
and  ordered  filed  as  the  opinion  and  order  of  the  Public 
Utilities  Commission  of  the  State  of  Idaho. 

Dated  at  Boise,  Idaho,  this,  the  sixteenth  day  of  May, 
1914. 
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In  the  Matter  of  the  Application  of  The  Pacific  Tele- 
phone AND  Telegraph  Company  for  Permission  to 
File  and  Put  into  Effect,  on  Less  than  Statutory 
Notice,  a  Change  in  Rates  for  All  Exchanges  in  the 
State  of  Idaho. 

Case  No.  58  — Order  No.  111. 

Granted  May  19,  1914. 
Bate  for  Extra  Directory  Listiiig. 

Order. 

The  Pacific  Telephone  and  Telegraph  Company  of  San 
Francisco,  California,  through  its  vice-president,  H.  D. 
Pillsbury,  on  May  14,  1914,  filed  with  the  Public  Utilities 
Commission  of  the  State  of  Idaho,  the  application  of  said 
teleplione  and  telegraph  company  for  permission  to  pub- 
lish and  put  into  effect  its  schedule  providing  a  rate  for 
extra  listing  in  its  telephone  directory  within  the  State  of 
Idaho. 

The  petition  further  sets  forth  that  the  rate  now  pro- 
vided by  the  schedule  of  said  company.  Form  K-934,  for 
all  exchanges  in  Idaho  of  less  than  1,000  stations  is  50  cents 
per  month,  and  that  said  schedule  does  not  provide  a  rate 
for  extra  listing  in  exchanges  of  over  1,000  stations.  And 
it  is  the  desire  of  the  applicant  to  provide  a  rate  for  all  list- 
ings of  23  cents  per  month,  pro\dded  the  person  so  listed  is 
a  member  of  same  firm. 

And  it  appearing  to  the  Commission  that  by  permitting 
such  change  mentioned  in  said  application,  a  uniform  sys- 
tem of  such  rates  to  be  charged  will  result,  and  that  no  dis- 
crimination will  occur  by  reason  thereof,  and  that  the  rate 
mentioned  in  said  application  is  a  reduction  in  the  rates 
heretofore  charged  by  said  applicant,  and  that  the  public 
will  be  benefited  by  reason  of  such  change ;  and  there  being 
reasonable  grounds  w^hy  a  change  in  such  rate  should  be 
permitted  on  less  than  statutory  notice  required  therefor; 

//  is,  therefore,  ordered.  That  the  applicant.  The  Pacific 
Telephone  and  Telegraph  Company,  he^  and  it  is  hereby, 
pennitted  to  file  its  schedule  presented  in  said  application, 
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designated  as  General  Supplemental  Rate  Schedule  No.  15, 
P.  U.  C.  I.  No.  2,  the  same  to  become  effective  on  the 
twenty-fifth  day  of  May,  1914,  and  to  continue  in  force  and 
effect  until  further  order  of  the  Commission  in  the 
premises. 

It  is  further  ordered,  That  the  said  applicant,  The  Pacific 
Telephone  and  Telegraph  Company  do  post  in  slU  of  its 
stations  in  the  State  of  Idaho  where  it  is  now  transacting 
business,  a  notice  of  such  change  of  rate,  as  herein  desig- 
nated, for  a  period  of  thirty  days  from  and  after  it  re- 
ceives notice  of  this  order,  and  that  it  keep  mthin  said 
oflSces  for  public  inspection  a  copy  of  its  schedule  contain- 
ing such  change  in  rates. 

Done  in  Boise,  Idaho,  this,  the  nineteenth  day  of  May, 
1914. 


In  the  Matter  of  the  Application  of  The  Pacific  Tele- 
phone AND  Telegraph  Company  for  Permission  to 
Change,  on  Less  than  Statutory  Notice,  the  Rate 
FOR  Head  Receivers. 

.    Case  No.  59  — Order  No.  112. 

Granted  May  19,  1914. 
Bate  for  Head  Becelvers. 

Order. 
On  the  fourteenth  day  of  May,  1914,  The  Pacific  Tele- 
phone and  Telegraph  Company,  through  its  vice-president, 
H.  D.  Pillsbury,  made  application  to  the  Public  Utilities 
Commission  of  the  State  of  Idaho  for  permission  to  change 
on  less  than  statutory  notice,  the  rate  for  a  head  receiver, 
as  now  provided  by  its  General  Supplemental  Rate 
Schedule  No.  15. 

-  The  application  shows  that  the  rate  heretofore  charged 
by  said  applicant  is  50  cents  per  month  for  said  head  re- 
ceiver, and  the  desire  of  the  applicant  is  to  change  the  rate 
to  25  cents,  and  the  Commission,  having  duly  considered 
the  same,  and,  it  appearing  that  such  change  in  rate  will 
cause  a  reduction  in  the  rate  for  head  receivers,  and  that  no 
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discrimination  will  be  caused  thereby,  and  that  the  general 
public  will  be  benefited  by  reason  of  such  change,  and  good 
and  sufficient  grounds  being  shown  why  such  application 
should  be  allowed  on  less  than  statutory  notice; 

It  is,  therefore,  ordered,  That  the  applicant.  The  Pacific 
Telephone  and  Telegraph  Company,  be,  and  it  is  hereby, 
permitted  to  file  with  the  Commission  its  schedule  to  be 
designated  as  General  Supplemental  Rate  Schedule  No.  19, 
P.  U.  C.  I.  No.  2,  showing  the  reduction  in  the  rate  for 
head  receivers  as  provided  in  said  schedule,  the  same  to  be- 
come effective  on  the  twenty-fifth  day  of  May,  1914,  and  to 
continue  in  force  and  effect  until  further  order  in  the 
premises. 

It  is  further  ordered,  That  the  said  applicant,  Tne 
Pacific  Telephone  and  Telegraph  Company,  do  post  in  all 
of  its  stations  in  the  State  of  Idaho,  where  it  is  now  trans- 
acting business,  a  notice  of  such  change  in  rates,  as  herein 
designated,  for  a  period  of  thirty  days  from  and  after  it 
receives  notice  of  this  order,  and  that  it  keep  within  said 
offices  for  public  inspection  a  copy  of  its  schedule  contain- 
ing such  change  in  rates. 

Done  in  open  session  at  Boise,  Idaho,  this,  the  nineteenth 
day  of  May,  1914. 


In  the  Matter  of  the  Application  of  The  Pacific  Tele- 
phone AND  Telegraph  Company  to  Make  a  Change, 
UPON  Less  than  Statutory  Notice,  in  Its  Supplemen- 
tal Rate  Schedule  No.  14,  Amending  Same  in  the 
Following  Words:  **  Messenger  and  *  Other  Line  ' 
Charges  Excepted." 

Case  No.  60  — Order  No.  113. 

Granted  May  19,  1914. 

Commissions  on  Messenger  and  ' '  Other  Idne  ' '  Charges  — ^Amendment  of 
Bate  Schedule  so  as  to  Conform  with  Practice  of  Company. 

Order. 
The  Pacific  Telephone  and  Telegraph  Company,  on  the 
eighteenth  day  of  May,  1914,  through  its  vice-president,  H. 

Digitized  by  V^OOQIC 


Apflicatiox  of  The  Pacific  Telep.  and  Teleg.  Co.     287 
C.  L.  :V2] 

D.  Pillsbury,  filed  with  the  Public  Utilities  Commission  of 
the  State  of  Idaho,  its  application  for  permission  to  file 
and  publish,  on  bss  than  statutory  notice,  a  change  in  its 
Supplemental  Rate  Schedule  No.  14 ,  by  inserting  in  the 
first  paragraph  of  same  the  following  words  *' messenger 
and  *  other  line'  charges  excepted,"  from  which  applica- 
tion it  appears  that  the  present  Supplemental  Rate 
Schedule  No.  14  provides  for  the  pajinent  of  commissions 
on  local  and  long  distance  messages,  and  it  is  not  the  pres- 
ent practice  to  pay  a  commission  on  messenger  and  **  other 
line  "  charges,  as  these  amounts  are  not  a  part  of  the  reve- 
nue, but  are  remitted  to  the  person  performing  the  service 
for  which  charge  is  made. 

The  application  further  sets  forth  that,  by  inserting  said 
words,  the  schedule  will  then  conform  to  the  present  prac- 
tice of  the  company,  and  will  be  more  definite  in  respect  to 
its  charges  and  rates,  and  that  the  public  will  not  be  af- 
fected thereby  except  in  so  far  as  being  advised  of  the  prac- 
tice of  the  company  in  such  respects ;  and  sufficient  grounds 
having  been  shown  why  said  modification  in  said  schedule 
should  be  permitted  on  less  than  statutory  notice  therefor ; 

It  is,  therefore,  ordered,  That  the  said  applicant,  The 
Pacific  Telephone  and  Telegraph  Company,  be,  and  it  is 
hereby,  permitted  to  amend  its  said  General  Supplemental 
Rate  Schedule  No.  14,  P.  U.  C.  I.  No.  2  in  the  manner  afore- 
said, the  same  to  become  effective  on  May  25,  1914,  and  to 
continue  in  force  and  effect  until  further  order  in  the 
premises. 

It  is  further  ordered.  That  the  said  applicant.  The 
Pacific  Telephone  and  Telegraph  Company,  do  post  in  all 
of  its  stations  in  the  State  of  Idaho  where  it  is  now  trans- 
acting business  a  notice  of  such  change  in  rates,  as  herein 
designated,  for  a  period  of  thirty  days  from  and  after  it 
receives  notice  of  this  order,  and  that  it  keep  within  said 
offices  for  public  inspection  a  copy  of  its  scnedule  contain- 
ing such  change  in  rates. 

Done  in  open  session  at  Boise,  Idaho,  this,  the  nineteenth 
day  of  May,  1914. 
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State  Public  Utilities  Commission. 

Rules  Governing  the  Construction  of  Telephone,  Tele- 
graph AND  Other  Forms  of  Electric  Transmission 
Lines  across  Similar  Lines  and  Tracks  of  Railroad 
AND  Street  Railroad  Companies. 

Adopted  and  Effective  April  2,  1914, 
BegulatlonB  as  to  Orossliigs. 

Under  Crossings, 
conductors. 

Section  1.  (a)  Through  Embankments  and  Cuts. —  In 
crossing  under  the  tracks  of  any  railroad  or  street  railroad 
company  located  on  embankments  or  in  cuts,  the  manner  of 
crossing  preferably  should  be  by  means  of  a  conduit,  the 
top  of  which  is  located  not  less  than  3  feet  6  inches  below 
the  base  of  rail,  and  surrounded  by  six  inches  of  concrete. 
Other  means  of  crossing  without  the  use  of  conduits  will  be 
considered  when  satisfactorily  demonstrated  as  to  insula- 
tion and  durability. 

(b)  Crossing  under  Structures. —  Wire  or  cable  conduc- 
tors crossing  underneath  the  tracks  of  any  railroad  or 
street  railroad  company  when  attached  to  supports  sus- 
pended from  structures,  must  have  the  same  amount  of 
clearance  provided  for  in  Section  5,  depending  upon  the 
voltage  carried.  So  far  as  practicable  each  conductor  must 
be  thoroughly  insulated  at  the  point  of  support,  and  the 
character  of  construction  must  be  such  as  to  meet  all  prac- 
tical and  reasonable  demands. 

Overhead  Crossings, 
trolley  contact  wires. 
Section.  2.    (a)    Minimum  Clearances. — The  minimum 
vertical  clearances  of  trolley  contact  wires  crossing  over 
tracks  shall  not  be  less  than  22  feet. 
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(b)  Length  of  Spans. —  In  the  span  type  of  con- 
struction spans  greater  than  100  feet  in  length  should 
be  avoided  where  possible.  Spans  of  the  catenary  or 
bracket  type  of  construction  should  not  exceed  140  feet  in 
length.  In  each  case  the  poles  supporting  the  trolley  con- 
tact wires  must  be  of  substantial  character. 

Where  the  catenary  type  of  construction  is  in  use,  the 
messenger  wire  supports  shall  not  be  more  than  15  feet 
apart. 

(c)  Guys. —  In  either  form  of  construction  each  pole 
supporting  trolley  contact  wires  must  be  guyed  in  each 
direction  from  the  tracks  forming  the  crossing;  in  addition 
to  this  each  trolley  wire  or  each  set  of  trolley  wires  must 
be  equipped  with  horizontal  strain  guys,  one  end  of  each 
strain  guy  to  be  attached  to  the  trolley  contact  wire  and 
the  remote  end  of  each  guy  line  to  be  attached  to  anchor 
poles  located  on  either  side  of  the  electric  line.  Each 
anchor  pole  shall  be  guyed  in  two  directions  to  overcome 
the  resultant  produced  by  the  strain  guy  line. 

(d)  Strain  Insulators. —  Strain  insulators  will  be  al- 
lowed on  lines  carrying  less  than  5,000  volts,  but  when  not 
so  equipped,  the  guys  must  be  thoroughly  grounded  to  per- 
manently damp  earth. 

Strain  insulators  must  not  be  used  in  guys  on  lines  carry- 
ing more  than  5,000  volts.  The  guys  on  lines  carrjdng 
more  than  5,000  volts  must  be  thoroughly  grounded  to  per- 
manently damp  earth. 

(e)  TroUey  Guards. —  Unless  the  tracks  forming  the 
grade  crossing  are  interlocked,  each  trolley  contact  wire 
shall  be  equipped  with  a  trolley  guard  of  an  approved  pat- 
tern. The  remote  ends  of  each  trolley  guard  shall  be  lo- 
cated at  respective  points  on  each  side  of  the  crossing,  a 
distance  equivalent  to  the  length  of  the  longest  trolley  car 
operated,  plus  15  feet  measured  from  the  nearest  rail  on 
either  side  of  the  crossing.  The  poles  supporting  the  trol- 
ley guard  must  be  installed  and  equipped  in  the  same  man- 
ner provided  for  poles  supporting  trolley  contact  wires. 

Digitized  by  LjOOQIC 


290      Illinois  State  Public  Utilities  Commission. 

telephone,  telegraph  and  signal  circuits. 

Section  3.  (a)  Clearances. —  The  minimum  vertical 
plearance  of  all  telephone,  telegraph. and  signal  circuits 
carrying  not  to  exceed  550  volts,  crossing  over  tracks  and 
conductors  shall  not  be  less  than  the  following: 

Railroad  tracks   25  feet 

Telephone,  telegraph  and  signal  circuits  when  all  wires  forming 

such  crossing  are  insulated 2  feet 

Telephone,  telegraph  and  signal  circuits  when  one  or  more  wires 

forming  such  crossing  are  not  insulated 4  feet 

Low  tension  lines  canning  less  than  5,000  volts 5  feet 

(b)  Crossing  High  'Tension  Lines. —  Except  in  special 
cases,  no  telephone,  telegraph  or  signal  circuits  will  be  per- 
mitted to  cross  over  high  tension  lines. 

In  case  of  crossing  the  right  of  way  of  a  railroad  or 
street  railroad  company  on  which  is  installed  a  Ioav  tension 
line  and  a  high  tension  line,  the  plan  for  crossing  with  the 
telephone,  telegraph  and  signal  circuits  must  provide  for 
raising  the  high  tension  line  a  sufficient  distance  to  permit 
of  crossing  underneath  it  with  a  minimum  vertical  clear- 
ance of  not  less  than  8  feet,  and  over  the  low  tension  line 
with  a  minimum  vertical  clearance  of  not  less  than  5  feet. 

(c)  Location  of  Poles. —  Preferably,  supporting  poles  of 
telei)hone,  telegraph  and  signal  circuits  should  be  located 
outside  of  the  right  of  way  of  railroad  and  street  railroad 
companies. 

(d)  Clearance  of  Poles. —  When  it  is  necessary  to  locate 
supporting  poles  on  the  right  of  way  of  the  railroad  com- 
pany, they  should  not  be  less  than  8  feet  from  nearest  rail 
of  any  track,  except  in  the  case  of  team  tracks  where  a  suffi- 
cient distance  must  be  left  for  a  driveway. 

(e)  Length  of  Spans — When  it  is  practicable  the  cross- 
ing span  should  not  exceed  125  feet  in  length,  but  in  no  case 
shall  it  exceed  175  feet.  When  the  length  of  crossing  span 
exceeds  125  feet,  the  adjoining  spans  should  not  exceed  110 
feet. 

(f)  Gm/s — Poles  supporting  the  crossing  span  must  be 
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braced  or  guyed.  When  guyed  the  supporting  poles  must 
be  side-guyed  in  both  directions,  if  practicable,  and  be 
head-guyed  away  from  the  crossing. 

(g)  Cross-Arms, —  Double  cross-arms  shall  be  used  on 
all  poles  supporting  the  crossing  spans  and  shall  be  so  at- 
tached as  to  be  maintained  at  right  angles  to  the  poles. 
Braces  must  be  attached  to  at  least  one  of  each  pair  of 
double  cross-arms. 

(h)  Insulators — Each  insulator  shall  be  of  such  pattern 
and  design  that  when  mounted  it  will  withstand  without  in- 
jury, or  without  being  pulled  off  the  pin,  the  maximum 
stress  to  which  it  will  be  subjected  with  conductor  attached, 
under  the  most  unfavorable  conditions  of  temperature  and 
loading. 

(i)  Wire. —  No  joint  or  splice  shall  be  permitted  in  any 
of  the  crossing  spans.  The  line  wires  in  the  crossing  span 
and  in  the  next  adjoining  span  on  each  side  thereof,  shall 
be  of  galvanized  iron,  hard  drawn  copper,  or  of  copper  cov- 
ered steel  of  specifications  of  reasonable  requirements. 
Iron  wire  shall  not  be  used  where  the  exposure  to  corrosive 
influences  is  materially  greater  than  that  resulting  from 
the  action  of  the  natural  elements.  The  minimum  size  of 
wire  which  may  be  used  at  any  crossing  shall  be  as  given  in 
the  following  table : 

Length  of  crossing  span  Galvanized  iron  wire  Hard  drawn  copper  wire 

150  feet  or  less No.  10  B.  W.  G No.  10  B.  &  S 

151  feet  to  175  feet.  .No.    8  B.  W.  G No.    9  B.  &  S 


Twisted  pair  wire,  when  not  supported  by  messenger 
wire,  shall  be  of  hard  drawn  tinned  copper,  not  smaller 
than  No.  14  B.  &  S.  gauge,  or  of  tinned  copper  covered  steel 
of  s-pecifications  of  reasonable  requirements,  not  smaller 
than  No.  17  B.  &  S.  gauge.  In  no  case  shall  twisted  pair 
wire  be  used  in  spans  longer  than  100  feet  without  a  mes- 
senger wire  support. 

Each  wire  shall  be  attached  to  each  insulator  of  its  pair 
upon  the  double  arm.  The  minimum  sag  of  wires  in  cross- 
ing spans  shall  correspond  to  the.  span  length  and  tlie  tem- 
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[DL 
perature  at  which  it  is  strung,  as  specified  in  the  following 
table : 

Length  0/ span  tOCf  F.  8(P  W,  6(P  F.  h^  F.  tT  F.  (P  F.  —tOPF. 

{inches)  (inches)  (inches)  (inches)  (inches)  (inches)  (inches) 

75     feet 4%  3  2%  2  2  1%  1 

100     feet 7  5%  4^  4  3  2^4  2 

115     U-et 9  7  5%  4%  3%  3  2^ 

125     feet 11  8Mt  7  6  5  4  3% 

150    feet 14  11^  9  7%  6%  5%  5 

175     feet 18  15  12  10  9  7%  6^ 

(j)  Cables. —  Galvanized  steel  stranded  cable  having  a 
breaking  strength  of  not  less  than  6,000  pounds  shall  be 
used  to  support  conductor  cable  of  fifty  pairs  of  No.  19  B. 
&  S.  gauge  copper  wire  or  its  equivalent  and  smaller,  if  not 
less  than  10,000  pounds  breaking  strength  for  pairs  in  ex- 
cess thereof  up  to  100  pairs  No.  19  B.  &  S.  gauge  copper 
wire  or  its  equivalent,  and  not  less  than  16,000  pounds 
breaking  strength  for  larger  sizes.  Cables  shall  be  sus- 
pended with  minimum  sag  as  follows : 

Minimum 
sag 
Span  in  feet  in  inches 

80    or  less .^ 16 

90 .' 20 

100 22 

110 26 

120 30 

130 34 

140 40 

150 44 

1 75 62 

(k)  Wire  Loads. —  Each  aerial  telegraph,  telephone  or 
signal  wire  shall  be  counted  as  one  wire  without  regard  to 
size  or  kind  up  to,  and  including  No.  8  B.  W.  G.  Wires  of 
larger  size  shall  be  considered  as  the  number  of  No.  8  B.  W, 
G.  copper  wires  to  which  they  are  equivalent  in  weight. 
The  number  of  aerial  wires  equivalent  to  a  cable  shall  be 
determined  by  multiplying  the  circumference  of  the  cable 
in  inches  by  3. 

Each  twisted  pair  shall  be  considered  as  one  wire  and 
each  messenger  wire  supporting  twisted  pair  wiring  shall 
be  considered  as  one  wire.    Not  more  than  two  messenger 
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wires   shall  be   attached  to  either  pole  of  the  crossing 
span. 

(1)  Character  of  Construction, — All  material  used  in  the 
construction  of  crossing  spans  must  be  of  substantial  char- 
acter and  installed  in  accordance  with  the  best  practice. 

LOW  tension  power  and  light  lines. 
Section  4.  (a)  Clearances. —  The  minimum  vertical 
clearances  of  all  low  tension  power  and  light  lines  carrying 
550  volts  and  under,  when  crossing  over  tracks  shall  be  not 
less  than  twenty-five  feet.  In  all  other  respects  the  mini- 
mum vertical  clearances  of  low  tension  power  and  light 
lines  carrying  550  volts  and  under  shall  be  the  same  as  the 
distances  designated  for  lines  carrying  over  550  volts  and 
under  5,000  volts,  which  are  as  follows : 

Railroad  tracks 30  feet 

Telephone,  telegraph  and  signal  circuits. 5  feet 

Trolley  contact  wires   8  feet 

Low  tension  lines  carrying  less  than  5,000  volts 5  feet 

High  tension  lines  carrying  5,000  volts  and  over 8  feet 

(b)  Requirements, —  In  so  far  as  these  may  be  appli- 
cable, the  requirements  specified  for  character  of  construc- 
tion for  high  tension  lines,  will  govern. 

HIGH  TENSION  POWER  AND  LIGHT  LINES. 

Section  5.  (a)  Clearances. —  The  minimum  vertical 
clearances  of  all  high  tension  lines  carrying  5,000  volts  and 
over,  crossing  over  tracks  and  conductors,  shall  not  be  less 
than  the  following : 

Railroad  tracks 30  feet 

Telephone,  telegraph  and  signal  circuits 8  feet 

Trolley  contact  wires 8  feet 

Low  tension  lines  carrying  less  than  5,000  volts 8  feet 

High  tension  lines  carrying  5,000  volts  and  over 8  feet 

(b)  Location  of  Poles. —  Preferably,  supporting  poles  or 
towers  of  high  tension  lines  should  be  located  outside  of  the 

Digitized  by  V^OOQIC 


294      Illinois  State  Public  Utilities  Commission. 

right  of  Avay  of  the  railroad  company.  So  far  as  it  is  prac- 
ticable to  do  so,  the  poles  or  towers  supporting  the  cross- 
ing span  and  the  adjoining  span  on  each  side  shall  be  in  a 
straight  line. 

(c)  Clearance  of  Poles  or  Towers. —  When  it  is  neces- 
sary to  locate  supporting  poles  or  towers  on  the  right  of 
way  of  a  railroad  or  street  railroad  company,  they  should 
not  be  less  than  12  feet  from  nearest  rail  of  any  main  track 
and  8  feet  from  nearest  rail  of  any  side  track,  except  in  the 
case  of  team  tracks  where  a  sufficient  distance  must  be  left 
for  a  driveway. 

(d)  Length  of  Spans, —  Unusually  long  crossing  spans 
must  be  avoided  wherever  practicable.  Except  in  special 
cases  all  high  tension  lines  must  cross  over  lines  carrying 
less  voltage. 

(e)  Guys. —  Wooden  poles  supporting  the  crossing  span 
shall  be  side-guyed  in  both  directions,  if  practicable,  and  be 
head-guyed  away  from  the  crossing  span.  The  next  adjoin- 
ing poles  shall  be  head-guyed  in  both  directions.  Braces 
may  be  used  instead  of  guys. 

(f)  Insulators. —  Strain  insulators  will  be  allowed  on 
lines  carrying  less  than  5,000  volts,  but  wlien  not  so 
equipped,  the  guys  must  be  thoroughly  grounded  to  perma- 
nently damp  earth. 

Strain  insulators  nmst  not  be  used  in  guys  on  lines  carry- 
ing more  than  5,000  volts.  The  guys  on  lines  carrying 
more  than  5,000  volts  must  be  thoroughly  grounded  to  per- 
manently damp  earth. 

(g)  Grounding. —  For  voltage  over  5,000  volts,  wooden 
cross-arms,  if  used,  shall  be  provided  with  a  grounded  me- 
tallic plate  on  top  of  the  arm,  which  shall  be  not  less  than 
one-eighth  inch  in  thickness  and  which  shall  have  a  sec- 
tional area  and  conductivity  not  less  than  that  of  the  line 
conductor.  Metal  pins  shall  be  electrically  connected  to 
this  ground.  Metal  poles  and  metal  arms  on  wooden  poles 
shall  be  grounded. 

The  electrical  conductivity  of  the  ground  conductor  shall 
be  adjusted  to  the  short-circuit  current  capacity  of  th<^  sys- 
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tern  and  shall  be  not  less  than  that  of  a  No.  4  B.  &  S.  gauge 
copper  wire. 

(h)  Conductors. —  The  separation  of  conductors  carry- 
ing alternating  current,  supported  by  pin  insulators  for 
spans  not  exceeding  150  feet  shall  be  not  less  than : 

Separation 
Line  voltage  {inches) 

Not  exceeding  6,600  volts 141/2 

Exceeding    6,600  but  not  exceeding  14,000 24 

Exceeding  14,000  but  not  exceeding  27,000 30 

Exceeding  27,000  but  not  exceeding  35,000 36 

Exceeding  35,000  but  not  exceeding  47,000 45 

Exceeding  47,000  but  not  exceeding  70,000 60 

For  spans  exceeding  150  feet  the  pin  spacing  should  be 
increased,  depending  upon  the  length  of  the  span  arid  the 
sag  of  the  conductors,  but  tliis  requirement  does  not  apply 
to  wires  of  the  same  phase  or  polarity  between  which  there 
is  no  difference  of  potential. 

With  constant  potential,  direct  current  circuits,  not  ex- 
ceeding 750  volts,  the  minimum  spacing  shall  be  10  inches. 

When  supported  by  insulators  of  the  disc  or  suspension 
type,  the  crossing  span  and  the  next  adjoining  spans  shall 
be  dead  ended  at  the  poles  or  towers,  supporting  the  cross- 
ing span  so  that  at  these  poles  or  towers,  the  insulators 
shall  be  used  as  strain  insulators. 

The  clearance  in  any  direction  between  the  conductors 
nearest  the  pole  or  tower,  and  the  pole  or  tower  shall  not  be 
less  than : 

Clearances 
Line  voltage  (inches) 

Not   exceeding  14,000  volts 9 

Exceeding  14,000  but  not  exceeding  27,000 15 

Exceeding  27,000  but  not  exceeding  35,000 18 

Exceeding  35,000  but  not  exceeding  47,000 21 

Exceeding  47,000  but  not  exceeding  70,000 24 

No  form  of  conductor  shall  be  spliced  in  the  crossing 
span  nor  in  the  adjoining  span  on  either  side.  The  normal 
mechanical  tension  in  the  conductors  generally  shall  ha  the 
same  in  the  crossing  span  and  in  the  adjoining  span  on  each 
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side,  and  the  difference  in  length  of  the  crossing  and  ad- 
joining spans  generally,  shall  not  be  more  than  50  per  cent, 
of  the  length  of  the  crossing  span. 

The  method  of  supporting  the  conductors  at  the  poles  or 
towers,  shall  be  such  as  to  hold  the  wires  under  maximum 
loading  to  the  supporting  structures  in  case  of  shattered 
insulators  or  wires  broken  or  burned  at  an  insulator,  with- 
out allowing  an  amount  of  slip  which  would  materially  re- 
duce the  clearance  specified  in  Paragraph  **  a  "  of  Section 
No.  5. 

(i)  Temperature, —  In  the  computation  of  stresses  and 
clearances,  and  in  erection,  provision  must  be  made  for  a 
variation  in  temperature  from  20  degrees  Fahrenheit  to 
plus  120  degrees  Fahrenheit.  A  suitable  modification  in 
the  temperature  requirements  shall  be  made  for  territory 
in  which  the  above  limits  would  not  fairly  represent  the  ex- 
treme range  of  temperature. 

(j)  Loads — The  conductors  shall  be  considered  as  uni- 
formly loaded  throughout  their  length,  with  a  load  equal  to 
the  resultant  of  the  dead  load  plus  the  weight  of  a  layer  of 
ice  one-half  of  one  inch  in  thickness,  and  a  wind  pressure  of 
8.0  pounds  per  square  foot  on  the  ice-covered  diameter,  at 
a  temperature  of  0  degrees  Fahrenheit.  The  weight  of  ice 
shall  be  assumed  at  57  pounds  per  cubic  foot  (0.033  pounds 
per  cubic  inch). 

Insulators,  pins  and  conductor  attachments  shall  be  de- 
signed to  withstand,  with  the  designated  factor  of  safety, 
the  tension  in  the  conductors  under  the  maximum  loading. 

The  poles  or  towers  shall  be  designed  to  withstand,  with 
the  designated  factor  of  safety,  the  combined  stresses  from 
their  own  weight,  the  wind  pressure  on  the  pole  or  tower, 
and  the  above  wire  loading  on  the  crossing  span  and  the 
next  adjoining  span  on  each  side.  The  wind  pressure  on 
the  poles  or  towers  shall  be  assumed  at  13  pounds  per 
square  foot  on  the  projected  area  of  solid  or  closed  struc- 
tures and  on  one  and  one-half  times  the  projected  area  of 
Jatticed  structures. 
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The  poles  or  towers  shall  also  be  designed  to  withstand 
the  loads  specified  in  above  paragraph  combined  with  the 
unbalanced  tension  of : 

2  broken  wires  for  poles  or  towel's  carrying  5  wires  or  less. 

3  broken  wires  for  poles  or  towers  carrying  6  to  10  wires. 

4  broken  wires  for  poles  or  towers  carrying  11  or  more  wires. 

Cross-arms  shall  be  designed  to  withstand  the  loading 
specified  for  poles  or  towers  combined  with  the  unbalanced 
tension  of  one  wire  broken  at  the  pin  farthest  from  the  pole. 

The  poles  or  towers  may  be  permitted  a  reasonable 
amount  of  deflection  under  the  specified*  loading,  provided 
that  such  deflection  does  not  reduce  the  clearances  specified 
for  aerial  crossings  over  existing  wires,  more  than  25  per 
cent,  or  produce  stresses  in  excess  of  those  specified  in 
Paragraph  **  1." 

(k)  Factors  of  Safety. —  The  ultimate  unit  stress  divided 
by  the  allowable  unit  stress  shall  be  not  less  than  the  fol- 
lowing : 

Wire  and  cables 2 

Pins 2 

Insulators,  conductor  attachments,  guys 3 

Wooden  poles  and  cross-arms 6 

Structural  steel 3 

Reinforced  concrete  poles  and  cross-arms 4 

Foundations 2 

Insulators  for  line  voltage  of  less  than  9,000  shall  not 
flash  over  at  four  times  the  normal  working  voltage,  under 
a  precipitation  of  water  of  one-fifth  of  an  inch  per  minute, 
at  an  inclination  of  45  degrees  to  the  axis  of  the  insulator. 

Each  separate  part  of  a  built-up  insulator  for  line  vol- 
tages over  9,000  shall  be  subject  to  the  dry  flash-over  test 
of  that  part  for  five  consecutive  minutes. 

Each  assembled  and  cemented  insulator  shall  be  subjected 
to  its  dry  flash-over  test  for  five  consecutive  minutes. 
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The  dry  flash-over  test  shall  be  not  less  than : 

Test 

Line  voltage  voltage 

Exceeding    9,000  but  not  exceeding  14,000 65,000 

Exceeding  14,000  but  not  exceeding  27,000 100,000 

Exceeding  27,000  but  not  exceeding  35,000 125,000 

Exceeding  35,000  but  not  exceeding  47,000 150,000 

Exceeding  47,000  but  not  exceeding  60,000 180,000 

Exceeding  60,000 * 

Each  insulator  shall  further  be  so  designed  that,  with  ex- 
cessive potential,  failure  will  first  occur  by  flash-over  and 
not  by  puncture. 

Each  assembled  insulator  shall  be  subjected  to  a  wet 
flash-over  test,  under  a  precipitation  of  water  of  one-fifth  of 
an  inch  per  minute,  at  an  inclination  of  45  degrees  to  the 
axis  of  the  insulator. 

The  wet  flash-over  test  shall  be  not  less  than : 

Test 

Line  voltage  voltage 

Exceeding    9,000  but  not  exceeding  14,000 40,000 

Exceeding  14,000  but  not  exceeding  27,000 60,000 

Exceeding  27,000  but  not  exceeding  35,000 80,000 

Exceeding  35,000  but  not  exceeding  47,000 100,000 

Exceeding  47,000  but  not  exceeding  60,000 120,000 

Exceeding  60,000  t 

Test  voltages  above  35,000  volts  shall  be  determined  by 
the  A.  I.  E.  E.  Standard  Spark-Gap  Method. 

Test  voltages  below  35,000  volts  shall  be  determined  by 
transformer  ratio. 

(I)  Working  Unit  Stresses. —  Obtained  by  dividing  the 
ultimate  breaking  strength  by  the  factors  given  under  Para- 
graph '*  k." 
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*  Three  times  line  voltage. 
t  Twice  the  line  voltage. 
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WORKING   UNIT  STRESSES.  Pouflds  pW 

Structured  steel :  square  inth 

Tension  (net  section) 18,000 

Shear 14,000 

Compression 18,000 — 60i 

Eivets,  pins: 

Shear 10,000 

Bearing 20,000 

Bending , 20,000 

Bolts: 

Shear 8,500 

Bearing '. 17,000 

Bending 17,000 

Wires  and  cables: 

Copper,  hard-drawn,  solid,  B.  &  S.  gauge,  4/0,  3/0,  2/0  25,000 

Copper,  hard-drawn,  solid,  B.  &  S.  gauge,  1/0 27,500 

Copper,  hard-drawn,  solid,  B.  &  S.  gauge.  No.  1 28,500 

Copper,  hard-drawn,  solid,  B.  &  S.  gauge.  No.  2,  4,  6. .  30,000 

Copper,  soft-drawn,,  solid,  B.  &  S.  gauge 17,000 

Copptr,  hard-drawn,  stranded  30,000 

Copper,  soft-drawn,  stranded 17,000 

Aluminum,  hard-drawn,  stranded,  B.  &  S.  gauge  under 

4/0 12,000 

Aluminum,  hard-drawn,  stranded,  B.  &  S.  gauge  4/0  and 

over 11,500 

Compression 


UntrecUed  timber 

Eastern  white  cedar 

Chestnut 

Washington  cedar 

Idaho  cedar 

Port  Orford  cedar 

Long-leaf  yellow  pine   . . . 
Short-leaf  yellow  pine  . . . . 

Douglas  fir 

^Yhite  oak 

Red  cedar 

Bald  cypress  (heartwood) 

Hedwood 

Catalpa 

Juniper 


Bending 

(lbs.  per 

(lbs.  per 

sq.  in.) 

sq.  in.) 

1^* 

60D\ 

600 

600 

850 

850 

850 

850 

850 

850 

1,150 

1,150 

1,100 

1,100 

050 

950 

1,000 

1,000 

950 

950 

700 

700 

800 

800 

850 

850 

500 

500 

550 

550 

•  L:  Length  in  inches. 

t  D :  Least  side,  or  diameter,  in  inches. 
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(m)  Character  of  Const rnction. —  The  character  of  the 
material  entering  into  the  construction  of  crossing  spans 
and  the  installation  of  same  must  conform  to  modern  prac- 
tice. 

GENERAL  REQUIREMENTS. 

Section  6.  (a)  Conductors. —  By  the  term  conductor, 
circuit,  or  cable  as  used  in  these  rules  is  meant  any  metal 
conductor  whatsoever  used  as  a  means  of  transmitting  elec- 
tric current. 

(b)  '  Cradles. —  Cradles  or  slatted  platforms  will  not 
be  permitted  in  connection  wdth  the  aerial  crossing  of  any 
line.  It  is  the  intent  and  purpose  of  these  rules  to  require 
the  construction  of  the  crossing  spans  to  be  of  such  sub- 
stantial character  as  to  make  the  use  of  cradles  or  plat- 
forms unnecessary. 

(c)  Clearances. —  The  minimum  vertical  clearances 
herein  specified  shall  mean  to  be  the  lea^t  clearance  per- 
mitted under  the  most  unfavorable  conditions  with  respect 
to  temperature  and  loading. 

(d)  Warning  Signs — To  each  pole  supporting  any 
crossing  span  w-ith  conductors  carrying  over  550  volts, 
shall  be  attached  a  Avaming  sign  with  letters  not  less  than 
four  (4)  inches  in  height,  reading: 

**  Danger  —  Electric  Wires Volts,"  stating  the 

normal  voltage  carried  by  the  conductor. 

(e)  Applications  and  Petitions. —  For  all  telephone, 
telegraph  and  signal  circuits  carrying  not  to  exceed  550 
volts,  and  low  tension  power  and  light  lines  carrying  not  to 
exceed  550  volts,  an  application  in  writing  must  be  filed 
wdth  the  Commission  for  each  crossing  where  it  is  necessary 
to  span  the  tracks  or  conductors  of  other  utility  companies. 
Each  application  shall  be  accompanied  by  three  sets  of 
drawings  made  up  in  the  manner  hereinafter  described. 

If  the  plans  accompanying  the  application  and  the 
method  of  proposed  construction  are  in  accordance  with 
the  rules  and  requirements  of  the  Commission,  and  there 
is  no  objection  by  the  corporation  or  person  whose  tracks 
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or  metal  conductors  are  crossed,  and  the  Commission  sees 
no  objection  to  the  location  of  the  proposed  crossing,  a  cer- 
tificate will  be  issued  by  the  chief  engineer  of  this  Commis- 
sion permitting  the  construction  of  same.  If  objection  is 
made  to  the  manner  and  location  of  the  proposed  crossing, 
the  Commission  will  consider  the  application  as  a  petition 
and  may,  if  it  sees  fit,  set  the  case  for  hearing,  to  the  end 
that  the  parties  concerned  may  be  fully  heard. 

For  all  low  tension  power  and  light  lines  exceeding  550 
volts,  and  all  high  tension  power  and  light  lines,  a  petition 
must  be  filed  for  each  crossing,  accompanied  by  as  many 
copies  as  there  are  respondent  companies  mentioned  in  said 
petition,  and  filed  with  the  secretary  of  the  Commission  at 
Springfield,  Illinois.  If  an  agreement  is  reached  between 
the  parties  as  to  location  of  the  proposed  crossing,  and  no 
contest  is  likely,  an  order  permitting  the  proposed  crossing 
may  be  entered,  provided  the  Commission  sees  no  objection 
to  the  proposed  crossing  and  the  plans  of  construction  are 
in  accordance  with  the  rules  herein.  Each  petition  must  be 
accompanied  by  three  drawings  and  each  duplicate  petition 
by  one  drawing. 

(f)  Drawings. —  Drawings  accompanying  each  petition 
should  show  the  location  and  plan  of  proposed  crossing, 
and  vertical  section  of  all  tracks,  wires  and  other  physical 
characteristics  within  the  limits  of  said  crossing^  which 
shall  include  the  location  of  the  poles  supporting  the  cross- 
ing span  and  the  adjoining  spans;  the  number,  kind  and 
size  of  conductors;  clearances  proposed  and  such  addi- 
tional details  as  will  indicate  as  clearly  as  possible  the 
character  of  construction.  All  of  this  data  must  be  em- 
bodied in  one  drawing,  preferably  on  sheets  S^/o  inches  in 
width  by  11  inches  in  length,  or  multiples  thereof. 
.  Adopted  by  the  Commission  and  effective  April  2,  1914. 


Digitized  by  LjOOQIC 


302      Illinois  State  Public  Utilities  Commission. 

In  the  Matter  of  the  Application  of  the  Hutsonville 
Telephone  Company,  Hutsonville,  Illinois,  for  Au- 
thority TO  Change  Rates. 

No.  2259. 

Granted  April  23,  191i, 

Increase   in   Exchange   Rates    Granted  —  Reduction   of   Rural   Rates    at 
Request  of  Company. 

Opinion  and  Order. 

On  March  12,  1914,  the  Hutsonville  Telephone  Company 
of  Hutsonville,  Illinois,  filed  wdth  the  Commission  appli- 
cation for  authority  to  change  rates.  The  applicant  is  a 
corporation  organized  and  doing  business  under  the  laws 
of  the  State  of  Illinois  and  is  a  public  utility  engaged  in  the 
operation  and  management  of  a  telephone  system  in  and 
around  the  village  of  Hutsonville. 

Hearing  was  held  at  the  oflSce  of  the  Commission  at 
Springfield,  Illinois,  on  Wednesday,  April  23,  1914.  Mr. 
Arthur  E,  Newlin,  secretary  and  general  manager  of  the 
company,  appeared  for  the  applicant.  No  one  appeared 
objecting. 

The  application  sets  forth  that  the  rates  in  eiTect  on  July 
1,  1913,  were  not  sufficient  to  maintain  the  telephone  sys- 
tem and  the  standard  of  service  that  Avas  furnished,  and 
asks  authority  to  change  the  rate  for  all  service  furnished 
in  the  village  of  Hutsonville  from  $1.00  per  month  to  $1.25 
per  month  and  for  all  rural  line  service  from  $1.35  and 
$1.50  per  month  to  $1.25  per  month,  also  to  discontinue 
a  (YQe  "  service  between  Hutsonville  and  Robinson  and 
make  the  charge  10  cents  for  this  service  to  all  parties. 

It  appeared  from  the  testimony  offered  at  the  hearing 
that  the  changes  of  rates  were  actually  made  effective  as 
of  November  1,  1913,  and  that  no  objection  was  made  by 
any  of  the  company's  patrons,  and  that  the  rates  in  effect 
prior  to  November  1,  1913,  were  insufficient  to  meet  the 
operating  expenses  of  the  company.  It  also  appeared  that 
the  change  in  the  rate  for  rural  line  service  was  more  in 
the  form  of  a  readjustment  of  rates,  as  no  standard  rate 
had  been  fixed  prior  to  November  1,  1913. 
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It  further  appeared  from  the  testiniony  that  the  charge 
of  10  cents  for  service  between  Hutsonville  and  Eobinson 
is  fixed  by  the  Commercial  Telephone  and  Telegraph  Com- 
pany of  Olney,  Illinois,  which  company  operates  a  general 
system  of  toll  lines  throughout  the  southeastern  part  of  the 
State,  and  that  this  rate  is  included  in  the  schedule  of  rates 
of  the  Commercial  Telephone  and  Telegraph  Company 
filed  with  the  Commission;  and  for  that  reason  that  part  of 
the  application  pertaining  to  the  Hutsonville-Eobinson  toll 
rate  is  not  considered  in  this  order.  No  data  was  offered 
from  which  the  Commission  could  determine  the  operating 
.revenue  and  operating  expenses  of  the  Company,  but  in  the 
light  of  the  facts  as  shown  by  the  application  and  the  testi- 
mony presented  at  the  hearing,  it  appears  that  the  pro- 
posed changes  in  rates  are  fair  and  reasonable  and  that 
such  increase  is  justified. 

Accordingly,  it  is  ordered,  That  effective  as  of  November 
1, 1913,  the  rates  for  all  classes  of  service  furnished  by  the 
Hutsonville  Telephone  Company  in  the  village  of  Hutson- 
ville, Illinois,  shall  be  $1.25  per  month  and  for  all  rural  line 
service  furnished  to  subscribers  in  the  vicinity  of  Hutson- 
ville, the  rate  shall  be  $1.25  per  month. 

By  order  of  the  Commission,  this  twenty-eighth  day  of 
April,  1914. 

Dated  at  Springfield,  Illinois. 


In  the  Matter  of  the  Application  of  Macoupin  County 
Telephone  Company  for  Confirmation  of  Eates, 
Rules  and  Regulations, 

No.  2323. 

Granted  May  1,  1914, 

Increase  of  Bates  for  Rural  Service  upon  Replacement  of  Grounded  Circuit 
by  Metallic  Circuit  —  Payment  of  Rental  in  Advance. 

Opinion  and  Order. 
The  application  filed  herein  shows  that  two  competing 
telephone  systems  of  the  city  of  Carlinville,  Illinois,  were 
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acquired  and  consolidated  by  the  petitioner;  that  the  en- 
tire system  was  rebuilt ;  and  that  the  city  exchange  was  re- 
built and  new  classification  of  rates  and  service  was  in 
effect  before  July  1, 1913. 

The  application  further  shows  that  the  county  lines  w^re 
rebuilt  and  changed  from  grounded  to  metallic  lines  dur- 
ing the  summer  of  1913;  that  the  rate  for  rural  lines  on 
July  1,  1913,  was  $1.00  per  month,  and  on  January  1,  1914, 
was  increased  to  $1.50  per  month,  payable  quarterly  in 
advance  on  or  before  the  fifteenth  day  of  the  second  month 
of  the  quarter  in  which  the  service  w^as  rendered ;  and  that 
the  change  in  rates  and  sendee  has  met  with  satisfaction 
and  approval  of  its  patrons.  On  April  22,  1914,  the  cause 
came  on  for  hearing  at  the  offices  of  the  Commission  at 
Springfield,  Illinois.  C.  B.  Cheadle,  secretary  of  peti- 
tioner, and  Ben  B,  Boynton,  attorney  for  petitioner,  ap- 
peared in  support  of  petition.  No  one  appeared  in  oppo- 
sition. 

The  Commission,  having  heard  the  testimony  and  being 
fully  advised  in  the  premises,  finds  that  under  all  of  the 
facts  and  circumstances  in  this  case  the  above  rate  for 
rural  service  is  reasonable  and  just. 

The  Commiission  further  finds  that  the  rule  of  peti- 
tioner requiring  payment  quarterly  in  advance  on  or  be- 
fore the  fifteenth  day  of  the  second  month  of  the  quarter 
in  w^hich  the  service  is  rendered  is  a  reasonable  regulation. 

It  is,  therefore,  ordered.  That  the  petitioner  herein  be,  and 
it  hereby  is,  authorized  to  change  the  rate  of  charge  for 
rural  lines  from  $1.00  per  month  to  $1.50  per  month. 

It  is  further  ordered.  That  the  above  change  in  rate  shall 
become  effective  from  and  after  the  tenth  day  of  May, 
1914,  and  that  the  petitioner  shall  publish  the  change  in 
said  rate  schedule  as  provided  by  law. 

By  order  of  the  Commission,  this  first  day  of  May,  1914. 

Dated  at  Springfield,  Illinois. 


[111. 
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In  the  Matter  of  the  Home  Telephone  Company  of 
Douglas  County,  Illinois,  for  Authority  to  Change 
Rates. 

No.  2235. 

Decided  May  5,  1914, 

Cliuige  in  Bates  —  EHmination  of  Dlscrlmlnatioii  between  Stockholders  and 

Non-Stockliolders. 

Opinion  and  Order. 

Now  comes  the  Home  Telephone  Company  of  Douglas 
County,  Illinois,  and  files  its  application  with  this  Commis- 
sion for  authority  to  change  rates. 

And  this  Commission  having  heard  the  evidences  in  the 
case  at  its  oflBces  in  Springfield,  Illinois,  on  the  first  day 
of  April,  1914,  and  being  fully  advised  in  the  premises, 
doth  find  that  there  is  discrimination  in  the  charges  now 
made  by  the  said  Home  Telephone  Company. 

It  is,  therefore,  ordered,  adjudged  and  decreed.  That  the 
I)etitioner,  the  Home  Telephone  Company  of  Douglas 
County,  Illinois,  shall  from  and  after  May  1,  1914,  discon- 
tinue its  charge  of  $1.00  per  month  for  business  or  resi- 
dence telephones  on  either  private  or  party  line ;  and  that 
the  petitioner  shall  on  and  after  the  date  aforesaid  charge 
its  stockholders  and  non-stockholders  the  same  rates  for 
the  same  class  of  service. 

It  is  further  ordered,  That  the  new  schedule  of  rates  as 
herein  indicated  shall  be  published  as  provided  by  law. 
By  order  of  the  Commission,  this  fifth  day  of  May,  1914. 
Dated  at  Springfield,  Illinois. 
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In  the  Matter  of  the  Application  of  the  Lexington 
Home  Telephone  Company,  Lexington,  Illinois,  for 
Authority  to  Change  Rates. 

No.  2299. 

Granted  May  6,  191i, 

Approval  of   Bate   apon   Consolidation   of   Competing   Exchanges  —  Bate 

Higher  than   Bate  of   Either   Competing   Company   but 

Lower   than    Sum    of   Both    BatesL 

Opinion  and  Order. 

On  March  28, 1914,  the  Lexington  Home  Telephone  Com- 
pany, of  Lexington,  Illinois,  filed  with  the  Commission  an 
application  for  authority  to  change  rates.  The  applicant  is 
a  corporation  organized  and  doing  business  under  the  laws 
of  the  State  of  Illinois,  and  is  a  public  utility  engaged  in 
the  operation  and  management  of  a  telephone  system  in 
and  around  the  village  of  Lexington,  McLean  County,  Illi- 
nois. 

Hearing  was  held  at  the  offices  of  the  Commission  at 
Springfield,  Illinois,  on  Tuesday,  May  5,  191^.  Mr,  L.  F. 
Hyneman,  secretary  and  manager  of  the  company,  ap- 
peared for  the  applicant.  No  one  appeared  objecting.  The 
application  sets  forth  that  in  the  month  of  December 
1913,  the  Lexington  Home  Telephone  Company  bought 
the  property  of  the  Lexington  Telephone  Company  which, 
Tip  to  that  time,  had  been  operating  a  telephone  system 
in  and  around  the  \allage  of  Lexington  in  competition 
with  Lexington  Home  Telephone  Company. 

The  application  further  sets  forth  that,  prior  to  the  con- 
solidation of  the  two  companies,  the  Lexington  Home  Tele- 
phone Company  charged  $21.00  per  annum  for  inde- 
pendent line  business  service,  and  the  Lexington  Tele- 
phone Company  charged  $18.00  per  annum  for  the  same 
class  of  service,  which  made  a  rate  of  $39.00  per  annum 
to  parties  who,  through  necessity,  subscribed  to  the  service 
of  both  companies. 

It  was  developed  by  the  testimony  that  the  consolida- 
tion of  the  physical  property  of  the  two  companies  was 
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completed  on  December  15,  1913,  and  since  that  date  all 
subscribers  have  been  served  through  the  exchange  of  the 
Lexington  Home  Telephone  Company.  The  rate  charged 
since  December  15,  1913,  for  independent  line  business 
service  is  $24.00  per  annum,  a  reduction  of  $15.00  per  an- 
num from  the  combined  rates  of  the  two  companies  that 
were  in  effect  prior  to  December  15,  1913. 

It  was  further  developed  by  the  testimony  that  the  merger 
of  the  two  telephone  systems  was  brought  about  largely 
through  the  efforts  of  the  business  men  of  the  town  of  Lex- 
ington, who,  through  necessity,  subscribed  to  the  service  of 
both  companies,  and  it  further  developed  that  the  service 
now  furnished  through  the  one  exchange  is  much  more  sat- 
isfactory to  all  parties  served  and  that  there  is  no  objection 
whatever  on  the  part  of  any  one  of  the  patrons  of  the  Lex- 
ington Home  Telephone  Company  to  the  proposed  change 
in  rates. 

No  data  was  offered  from  which  the  Commission  could 
determine  the  plant's  cost,  operating  revenues,  and  operat- 
ing expenses  of  the  Lexington  Home  Telephone  Company, 
but  in  the  light  of  the  facts  as  shown  by  the  application  and 
from  the  testimony  presented  at  the  hearing,  it  appears 
that  the  proposed  change  in  the  rate  for  independent  line 
business  service  is  fair  and  reasonable. 

Accordingly,  it  is,  this  sixth  day  of  May  1914,  by  the 
State  Public  Utilities  Commission  of  Illinois, 

Ordered,  That,  effective  as  of  December  15, 1913,  the  rate 
for  independent  line  business  service  furnished  by  the  Lex- 
ington Home  Telephone  Company  in  the  village  of  Lexing- 
ton, Illinois,  shall  be  $24.00  per  annum,  until  otherwise 
ordered  by  the  Commission. 

By  order  of  the  Commission,  this  sixth  day  of  May,  1914, 

Dated  at  Springfield,  Illinois. 


Digitized  by  LjOOQIC 


308      Illinois  State  Public  Utilities  Commission. 

In  the  Matter  of  the  Application  of  the  Elkhart  Inde- 
pendent Telephone  Company  of  Elkhart,  Illinois, 
FOR  Authority  to  Change  Rates. 

Xo.  2291. 

Decided  May  7,  1914. 

Bafflcient    Revenue  —  Increase  in    Bates  —  Bate    for    Switching    Service 
When  Subscriber  Owns  Equipment. 

Application  to  increase  rates  filed  by  the  Elkhart  Independent  Tele- 
phone Company  which  operated  a  small  rural  system.  It  appeared  that 
on  account  of  the  limited  territory  served,  the  station  development  was 
poor  and  the  revenues  had  been  insufficient  to  maintain  and  operate  the 
plant  adequately.  Consequently  ordinary  repairs  had  been  neglected  and 
poor  service  had  resulted. 

The  rate  of  $12.00  proposed  to  be  charged  for  switching  service  sta- 
tions, I.  e.y  stations  owned  and  maintained  by  the  subscribers,  was  found 
to  be  unreasonable  by  comparison  with  the  rates  charged  by  other  tele- 
phone companies  for  similar  senice,  JfC.OO  appearing  to  be  the  maximum 
charge  made  by  larger  telephone  companies. 

The  Commission  authorized  an  increase  of  20  per  cent,  in  all  rates 
except  those  for  switching  sen-ice.* 

Opinion  and  Order. 

On  April  25,  1914,  the  Elkhart  Independent  Telephone 
Company  of  Elkhart,  Illinois,  filed  with  the  Commission 
application  for  authority  to  change  rates.  The  applicant 
is  a  corporation  organized  and  doing  business  under  the 
laws  of  the  State  of  Illinois,  and  is  a  public  utility  engaged 
in  the  operation  and  management  of  a  small  rural  telephone 
system  in  and  around  the  village  of  Elkhart,  Logan  County, 
Illinois. 

A  hearing  was  held  at  the  office  of  the  Commission  at 
Springfield,  Illinois,  Tuesday,  May  5,  1914:  Honorable 
John  G.  Ogle  shy  J  a  citizen  of  Elkhart,  appeared  for  the 
applicant.  Mr.  W.  E.  Nation,  residing  near  the  village  of 
Elkhart  and  a  former  subscriber  to  the  service  of  the  peti- 
tioner, appeared  objecting. . 


[Ill, 
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The  application  set  forth,  and  it  was  developed  by  the 
testimony,  that  the  Elkhart  Independent  Telephone  Com- 
pany has  been  operating  and  furnishing  telephone  service 
to  the  people  of  the  village  of  Elkhart  and  vicinity  since 
the  year  of  1906,  and  that  by  reason  of  their  small  station 
development,  due  to  the  limited  territory  served,  the  rev- 
enues are  insufficient  to  properly  maintain  and  operate  the 
property. 

Ordinary  repairs  necessary  to  maintain  the  plant  and 
serve  at  reasonable  standards  have  been  neglected,  and  as 
a  result  the  service  has  been  poor,  and  complaints  have 
been  frequent. 

It  further  develops  that  petitioner  now  owes  about 
$1,500  and  that  $1,000  is  required  at  once  for  replacements 
and  repairs. 

The  application  further  sets  forth  that  the  classifications 
of  service  furnished,  present  rates  and  proposed  rates  are 
as  follows : 

Present  Proposed 

Classifi^'atton  Rate  Rate 

Business  telephones $15  00  $18  00 

Residence  telephones 15  00  18  00 

Rural  telephones  •  15  00  18  00 

Service  stations  (switching:) 5  00  12  00 

Servic<»  stations  (independent  switching) 6  00  12  00 

In  connection  with  the  schedule  of  rates  it  developed  that 
the  rural  lines  not  owned  by  the  company  were  built  several 
years  ago  at  an  average  cost  of  $35.00  per  station.  For 
several  years  the  charge  for  switching  these  privately 
owned  stations  was  $3.60  per  year  per  station.  Since  the 
year  1908  the  rate  has  been  $5.00  per  year  per  station. 

The  proposed  increase  in  rates  for  business  and  residence 
telephones  appears  to  be  fair  and  reasonable,  and  the  pro- 
posed change  in  rates  for  rural  telephone  service,  it  devel- 
oped, is  not  opposed  by  any  of  the  parties  served.  How- 
ever, as  compared  to  the  rates  charged  by  telephone  com- 
panies operating  in  similar  communities  and  serving  the 
same  class  of  subscribers  the  proposed  charge  of  $12.00 
per  annum  for  switching  service  stations,  that  is,  stations 
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including  lines  and  all  other  equipment,  owned  and  main- 
tained by  the  subscribers  is  unreasonable.  From  all  the 
comparative  data  available,  it  appears  that  $6.00  per  annum 
per  station  is  the  maximum  charge  fixed  by  the  larger 
telephone  companies  for  switching  service  stations,  and  it 
appears  that  any  charge  in  excess  of  $6.00  per  annum  for 
the  service  furnished  by  the  petitioner  would  be  excessive. 
It  is,  therefore,  this  seventh  day  of  May,  1914,  by  the 
State  Public  Utilities  Commission  of  Illinois, 

Ordered,  That  effective  as  of  May  15, 1914,  the  rates  and 
charges  of  the  Elkhart  Independent  Telephone  Company 
for  service  furnished  in  and  around  the  village  of  Elkhart, 
Illinois,  shall  be  as  set  forth  in  the  following  schedule  until 
otherwise  determined  by  the  Commission: 

Present  Proposed 

Classification                                                       Rate  Rate 

Business  telephone $15  00  $18  00 

Residence  telephone   15  00  18  00 

Rural  telephones  15  00  18  00 

Service  stations  (switchinof) 5  00  6  00 

By  order  of  the  Commission,  this  seventh  day  of  May, 
1914. 

Dated  at  Springfield,  Illinois. 


[lU. 


In  the  Matter  of  the  Application  of  the  Streator  Tele- 
phone Company,  Streator,  Illinois,  for  Authority  to 
Change  Rates. 

No.  2232. 

Granted  May  15,  1014, 

Adjustment  of  Bates  at  Bequest  of  Company  —  Elimination  of  Discrim- 
inatory Bates. 

Opinion  and  Order. 
The  petitioner  in  this  case,  on  March  6,  1914,  filed  with 
the  Commission  application  for  authority  to  make  certain 
changes  in  its  rates  and  charges. 
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Among  other  matters  mentioned  in  said  petition  it  is 

set  forth  that,  in  the  city  of  Streator,  certain  subscribers 

to  petitioner's  exchange  have  been  furnished  the  service 

by  petitioner  at  rates  below  the  regular  schedule  of  rates 

as  follows: 

TABLE  No.  I. 

Regvljr  an- 
nual rate 
for  the  dois 
of  sermce  (in 
force  July 

/.  1913, 

and  prior 

thereto) 

$36  00 
36  00 
36  00 
36  00 
36  00 
36  00 
36  00 
12  00 

120  00 

36  00 

5  00 


Rate 
charged  per 

Nime  of  Sybscriber  annum 

Eagles'  Club $13  99 

Elks*  Club 18  00 

Btreator  Club 18  00 

Streator  Free  Press Complimentary 

Streator  Independent  Times Complimentary 

Streator  Monitor Complimentary 

St.  Mary's  Hospital  Free 

Detention  Hospital  Free 

M.  Purcell  &  Company 102  00 

Heenan  Mercantile  Company,  PBX  Board ...  No  charge 

Columbial  Hotel,  Hotel  PBX  Board No  charge 


The  petition  also  shows  certain  rural  subscribers  to  peti- 
tioner's Streator  exchange  who  have  been  furnished  serv- 
ice at  a  lower  rate  than  the  regular  rate  for  that  class  of 
service  as  follows  : 


TABLE  No.  II. 


Rate 
charged  per 
Name  of  Subscriber  annum 

William  Poole $10  00 

W.  J.  Stevenson 10  00 

Chas.  Baker 10  00 


Regular  an- 
nual rate 
for  the  class 
of  service  (in 
force  July 
1,  191S, 
and  prior 
thereto) 

$18  00 

18  00 

18  00 


The  petition  further  shows  that  certain  subscribers  to 
petitioner's  Streator  exchange,  located  outside  the  limits 
of  the  city  of  Streator  (exclusive  of  rural  subscribers), 
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have  been  charged  more  than  the  regular  rate  and  that 
certain  other  of  its  subscribers  in  the  same  locality  have 
been  furnished  service  at  less  than  the  regular  rate  for 
similar  classes  of  service  furnished  them,  as  follows : 

TABLE  No.  III. 

Regular  an- 
nual rate 
for  the  doss 
of  service  (in 
farce  July 
Rate  ].  191S, 

charged  per    and  ptior 
Name  of  Subscriber  annum  thereto) 

Metal  Stamping  CorpDration $48  00  $42  00 

A.  C.  Burley   48  DO  42  00 

A.  J.  Daugherty 36  00  48  00 

Kline  Brothers  (two-party) 24  00  33  00 

Streator  Aqueduct  Compauy 48  00  54  00 

C.  W.  &  V.  Coal  Company  (north  shaft) 42  00  45  00 

George  Whitcomb 36  00  42  00 

Streator  Paving  Brick  Company 36  00  39  00 

National  Drain  Tile  Company 36  00  39  00 

Muntz  Bros 36  00  39  00 

Barr  Clay  Company 48  00  51  00 

Streator  Clay  Manufacturing  Company 45  00  48  00 

The  petitioner  asks  for  authority  to  increase  the  rates 
charged  the  subscribers  mentioned  in  Tables  No.  I  and 
No.  II  aforesaid,  to  the  regular  rates  charged  for  similar 
service  as  shown  in  the  second  column  of  rates  in  said 
tables. 

The  petitioner  also  seeks  authority  to  reduce  the  charges 
to  the  first  two  subscribers  show^n  in  Table  No.  Ill,  as  above 
set  forth,  and  to  increase  the  rates  charged  the  remainder 
of  the  subscribers  listed  in  said  Table  No.  Ill  to  the  regular 
rates  in  force  July  1, 1913,  and  prior  thereto  for  such  serv- 
ice, as  are  show^n  in  the  second  column  of  rates  in  said 
table. 

A  hearing  was  held  at  the  office  of  the  Commission  at 
Springfield  on  April  22,  1914.  L.  R.  Parker,  secretary  of 
the  Streator  Telephone  Company,  appeared  for  the  peti- 
tioner.    No  one  appeared  in  opposition. 


[IlL 
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It  appeared  from  the  testimony  oflfered  on  behalf  of  the 
petitioner  that  the  subscribers  mentioned  in  Tables  Nos.  I 
and  II  and  all  excepting  the  first  two  subscribers  listed  in 
Table  No.  Ill,  aforesaid,  have  been  receiving  concessions 
in  the  way  of  reduction  from  the  regular  rates  as  shown 
in  said  tables. 

The  testimony  further  showed  that  the  first  two  sub- 
scribers mentioned  in  the  above  Table  No.  Ill  have  been 
charged  a  higher  rate  than  that  provided  for  in  petitioner's 
regular  schedule  of  rates,  as  is  shown  by  said  table. 

Now,  therefore,  the  Commission,  being  fully  advised  in 
the  premises,  finds  that  the  rates  charged  the  subscribers 
mentioned  in  the  above  Tables  Nos.  I  and  II  and  all  except- 
ing the  first  two  subscribers  in  Table  No.  Ill  are  lower 
than  the  regular  rates  charged  petitioner's  other  sub- 
scribers for  the  same  classes  of  service  and  are  therefore 
discriminatory  and  should  be  discontinued. 

The  Commission  further  finds  that  the  first  two  sub- 
scribers mentioned  in  the  above  Table  No.  Ill  have  been 
charged  in  excess  of  petitioner's  regular  rates  to  its  other 
subscribers  for  the  same  classes  of  service,  which  also  re- 
sults in  discrimination  and  should  be  discontinued. 

It  is,  therefore,  ordered,  That  the  petitioner  herein  shall 
from  and  after  May  10,  1914,  increase  the  charges  to  the 
subscribers  mentioned  in  the  foregoing  Tables  Nos.  I 
and  II,  and  to  all  except  the  first  two  subscribers  listed  in 
Table  No.  Ill,  to  the  rates  and  charges  shown  in  the  peti- 
tioner's regular  schedule  of  rates  that  was  in  force  July  1, 
1913. 

It  is  further  ordered.  That  the  petitioner  herein  shall, 
from  and  after  May  10, 1914,  reduce  the  charges  to  the  first 
two  subscribers  mentioned  in  the  above  Table  No.  Ill  to 
the  regular  rates  and  charges  shown  in  the  petitioner's 
regular  schedule  of  rates  that  was  in  force  July  1,  1913. 

By  order  of  the  Commission,  this  fifteenth  day  of  May, 
1914. 

Dated  at  Springfield,  Illinois. 
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In  the  Matter  of  the  Application  of  The  Washington 
Home  Telephone  Company  for  Approval  and  Con- 
firmation OF  Rates  and  Regulations. 

No.  2322. 

Decided  May  15,  1914, 
Comblnatioii  BosiiiesB  and  BesldMice  Bate  Eliminated. 

Opinion  and  Order. 

The  application  of  The  AVashington  Home  Telephone 
Company  prayed  for  the  approval  and  confirmation  of  a 
schedule  of  rates,  rales  and  practices  in  force  January  1, 
1914. 

This  case  came  on  for  hearing  before  the  Commission 
at  Springfield,  Illinois,  on  May  5,  1914,  Ben  Boynton  and 
C.  B.  Cheadle,  apx)earing  for  the  petitioner,  and  E.  A.  Rich 
appearing  for  the  citizens  of  Washington. 

The  petitioner  prayed  for  the  approval  of  a  schedule  of 
rates  which  merely  eliminates  a  so-called  **  combination 
rate  ''  of  $2.50  per  month,  which  is  the  special  charge  for  a 
business  and  a  residence  telephone.  The  Commission  does 
not  at  this  time  approve  said  schedule  of  rates.  The  ques- 
tion at  issue  is  whether  such  combination  rate  is  a  dis- 
crimination in  rates  or  charges.  If  it  follows  that  because 
a  subscriber  uses  a  business  telephone  he  is,  therefore,  given 
a  residence  telephone  at  a  lower  rate  than  the  regular  rate, 
so  that  equivalent  and  similar  service  is  being  furnished 
at  different  rates  to  different  persons,  such  *  *  combination 
rate  "  is  discriminatory. 

The  Commission,  having  heard  the  testimony  in  the  case, 
and  being  fully  advised  in  the  premises,  finds  that  a  **  com- 
bination rate  "  for  a  residence  and  a  business  telephone 
which  is  less  than  the  sum  of  the  published  rates  for  each 
is  unlawful. 

It  is,  therefore,  ordered.  That  on  and  after  June  1,  1914, 
The  Washington  Home  Telephone  Company  discontinue  a 
*'  combination  rate  "  for  a  business  and  a  residence  tele- 


[lU. 
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phone  which  is  less  than  the  sum  of  the  published  rates  for 
each. 

It  is  further  ordered,  That  this  change  in  schedule  be 
filed  with  this  Commission  and  published  as  required  by 
law. 

By  order  of  the  Commission,  this  fifteenth  day  of  May, 
1914. 

Dated  at  Springfield,  Illinois. 


In  the  Matter  of  the  Application  of  the  Henry  Tele- 
phone Company  for  Authority  to  Change  Rates. 

No.  2326. 

Granted  May  15,  1914, 

Zncrease  In  Bates  for  Rural  Service  —  Discount  for  Prompt  Payment  — 
Elimination  of  Combination  Easiness  and  Residence  Bate. 

Opinion  and  Order. 

The  petition  filed  herein  shows  that  tivo  changes  have 
been  made  in  the  rates,  rules  and  regulations  of  the  peti- 
tioner at  its  exchange  located  at  Henry,  Illinois,  since 
July  1,  1913,  and  asks  the  Commission  to  approve  said 
changes. 

The  first  change  is  with  respect  to  the  rate  for  party 
rural  lines  which  on  July  1,  1913,  w^as  $1.00  per  month;  on 
January  1, 1914,  that  rate  was  increased  to  $1.25  per  month 
with  a  discount  allowed  of  25  cents  per  month  if  paid  quar- 
terly on  or  before  the  twentieth  day  of  the  second  month  in 
which  the  service  was  rendered. 

The  second  change  was  the  abolishment  of  a  *^  combina- 
tion rate  '*  allowed  to  subscribers  having  a  business  tele- 
phone and  a  residence  telephone  on  separate  lines,  which 
rate  was  lower  than  the  sum  of  the  business  and  residence 
rates. 

On  April  22,  1914,  the  case  came  on  for  hearing  at  the 
offices  of  the  Commission  at  Springfield,  Illinois.     C,  B. 
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Cheadhy  secretary  of  petitioner,  and  Ben  B.  BoyntoUy 
attorney  for  petitioner,  appeared  in  support  of  the  petition. 
No  one  appeared  in  opposition. 

The  Commission,  having  heard  the  testimony  and  being 
fully  advised  in  the  premises,  finds  that  under  the  facts 
and  circumstances  (and  taking  into  consideration  the  rules 
and  regulations  of  petitioner  with  respect  to  discounts) 
appearing  in  this  case,  the  charge  of  $1.25  per  month  to 
subscribers  on  rural  lines  is  reasonable. 

That  the  allowance  of  the  discount  of  25  cents  per  month 
from  the  above  rate  if  paid  quarterly  on  or  before  the 
twentieth  day  of  the  second  month  in  which  service  is  ren- 
dered is  a  reasonable  regulation. 

The  Commission  further  is  of  the  opinion  that  the  *  ^  com- 
bination rate  ' '  whereby  telephone  subscribers  are  allowed 
both  business  and  residence  telephones  for  less  than  the 
sum  of  the  rate  for  the  two  classes  of  service  is  a  discrim- 
ination against  the  subscribers  who  maintain  but  one  tele- 
phone and  the  practice  should  be  discontinued. 

It  is,  therefore,  ordered,  That  the  rate  of  $1.25  per  month 
per  telephone  to  subscribers  on  rural  lines  be,  and  the  same 
is  hereby,  approved. 

It  is  further  ordered.  That  the  ''combination  rate*' 
above  mentioned  be  discontinued,  and  that  the  petitioner 
shall  charge  its  subscribers  for  each  telephone  installed  the 
regular  rate  for  the  class  of  service  furnished. 

The  above  change  of  rates  and  charges  shall  be  published 
as  provided  by  law,  and  shall  become  effective  on  May  20, 
1914. 

By  order  of  the  Commission,  this  fifteenth  day  of  May, 
1914. 

Dated  at  Springfield,  Illinois. 


[BU 
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In  the  Matter  of  the  Application  of  the  Canton  Home 
Telephone  Company,  for  Increase  of  Rates,  Etc. 

No.  2356. 

Granted  May  15,  1914. 

Insnlficlent  Bevenue  —  Increase  in  Sate  for  Direct  Line  Business  Telephones 
—  Introduction  of  Bates  for  Two-party  Lines  and  Extension  Telepliones. 

Opinion  and  Order. 

The  petition  filed  in  this  case  represents  that  the  Can- 
ton Home  Telephone  Company  is  operating  a  telephone 
plant  in  the  city  of  Canton,  Illinois,  and  vicinity,  and  that 
it  has  about  1,800  subscribers;  that  it  is  furnishing  ade- 
quate and  sufficient  service  and  that  the  present  rates 
charged  by  petitioner  are  not  sufficient  to  pay  the  operat- 
ing and  maintenance  charges  and  to  provide  a  sufficient 
depreciation  fund  to  enable  it  to  keep  its  plant  in  good 
condition. 

The  petitioner  asks  for  authority  from  this  Commis- 
sion to  increase  its  rate  of  charge  for  independent  straight- 
line  business  telephones  from  $2.00  to  $2.50  per  month. 

Petitioner  also  asks  for  authority  to  establish  certain 
new  rates  as  follows: 

Two-party  business  telephones $2  00  per  month. 

Two-party  residence  telephones 1  25  per  month. 

Extensions  for  either  business  or  residence  telephones .  50  per  month. 

A  hearing  was  held  at  the  office  of  the  Commission,  May 
5,  1914.  B.  M.  Chipper  field,  attorney,  appeared  for  the 
petitioner  and  A.  E.  Taff,  attorney,  appeared  on  behalf  of 
the  city  of  Canton,  Illinois. 

From  the  testimony  introduced  on  behalf  of  the  peti- 
tioner, it  appeared  that  the  petitioner's  present  rates  are 
not  sufficient  to  pay  its  operating  and  maintenance  charges, 
including  interest  fund  for  depreciation. 

It  further  appears  from  the  e\ddence  that  for  the  first 
four  months  of  the  year  1914  petitioner's  receipts  and  ex- 
penses were  as  follows : 
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[111. 
Telephone  rentals  for  January,  February,  March  and  April, 

1914 \ $7,440.85 

Toll  receipts  for  same  period 355.55 

Other  receipts   408 .  75 

Total $8,185.15* 

Expenses  for  the  above  period 8,540.35 

It  therefore  appears  that  the  petitioner  has  operated  for  the 
first  four  months  of  the  year  1914  at  a  loss  of $355.20 

Th^  testimony  on  behalf  of  the  petitioner  further  showed 
that  if  the  proposed  increase  in  rates  is  authorized,  it  will 
mean  an  increase  in  revenue  to  petitioner  of  about  $1,080 
per  annum. 

It  was  further  shown  by  the  testimony  that  the  service 
furnished  by  petitioner  is  generally  satisfactory  to  its  sub- 
scribers. It  also  appears  that  there  is  no  serious  objection 
to  the  proposed  increase  in  rates;  and  while  the  city  of 
Canton  was  represented  at  the  hearing  and  took  part  there- 
in, it  placed  no  witnesses  on  the  stand  and  introduced  no 
testimony  in  opposition  to  the  proposed  increase. 

The  Commission,  having  heard  the  testimony  and  being 
fully  advised  in  the  premises,  finds  that  under  the  facts 
and  circumstances  in  this  case  the  proposed  increase  in 
rates  is  reasonable  and  just. 

It  is,  therefore,  ordered,  That  the  petitioner  be,  and  it 
hereby  is  authorized  to  increase  its  rate  for  independent 
straight  line  business  telejjhones  from  $2.00  to  $2.50  per 
month. 

Petitioner  is  further  hereby  authorized  to  establish  new 
rates  as  follows: 

Two-party  line  business  telephones $2  00  per  month 

Two-party  line  residence  telephones 1  25  per  month 

Extensions  for  eitlier  business  or  residence  telephones.  50  per  month 

It  is  further  ordered,  That  the  above  mentioned  rate< 
shall  become  effective  from  and  after  the  twentieth  day  of 

•  An  error  of  $20.00  appears  in  the  opinion  as  reported. —  Ed. 
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May,  1914,  and  that  the  petitioner  shall  publish  said  rates 
as  provided  by  law. 

By  order  of  the  Commission,  this  fifteenth  day  of  May, 
1914. 
Dated  at  Springfield,  Illinois. 


In  the  Matteb  of  the  Application  of  the  Central  Union 
Telephone  Company  for  Authority  to  Change  Rates 
AT  Vandalia. 

No.  2361. 

Granted  May  22,  1914, 

Increase  in  Bates  Necessitated  by  Improvements  Required  by  City 

Ordinance. 

Opinion  and  Order. 
The  application  of  the  petitioner  shows  that  the  Central 
Union  Telephone  Company  operates  a  telephone  system  at 
Vandalia,  Illinois ;  that  on  or  about  October  15,  1913,  said 
petitioner  advanced  certain  of  its  rates  as  follows : 

Individual  business  telephone  from  $24.00  to  $30.00  per  annum. 
Two-party  business  telephone  from  $18.00  to  $24.00  per  annum. 
Two-party  residence  telephone  from  $12.00  to  $15.00  per  annum. 

The  petition  further  states  that  this  advance  in  rates 
was  made  necessary  because  of  the  expenditure  of  approx- 
imately $12,000  in  changes  and  improvements  imposed  by 
ordinance  of  the  city  of  Vandalia,  ordering  the  removal 
of  petitioner's  poles  and  wires  from  the  principal  thor- 
oughfares in  the  city  of  Vandalia ;  that  it  was  understood 
l>y  the  city  council  at  the  time  said  ordinance  was  passed 
that  it  would  be  necessary  for  petitioner  to  raise  said  rates 
if  the  required  changes  were  made. 

This  case  came  on  for  hearing  before  the  Commission 
at  Springfield,  Illinois,  on  May  19,  1914.  It  appearing 
that  said  rates  are  now  in  full  force  and  effect  and  that 
there  appears  no  opposition  to  their  approval,  the  Com- 
mission being  fully  advised  in  the  premises,  finds  that  said 
rates  should  be  assented  to,  by  the  Commission.  , 
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It  is,  therefore,  ordered,  That  the  Central  Union  Tele- 
phone Company  be,  and  hereby  is,  allowed  to  charge  the 
foUoAvdng  rates  for  the  service  at  Vandalia,  Illinois: 

Individual  business  telephones $30  00  per  annum. 

Two-party  business  telephones 24  00  per  annum. 

Two-party  residence  telephones * 15  00  per  annum. 

It  is  further  ordered.  That  the  re\dsed  schedule  of  rates 
be  filed  with  this  Commission  and  published  according  to 
law. 

By  order  of  the  Commission,  this  twenty-second  day  of 
May,  1914. 

Dated  at  Springfield,  Illinois. 


[111. 


In  the  Matter  of  the  Application  of  the  Central  Union 
Telephone  Company  for  Authority  to  Change  Rates 
AT  Seneca. 

No.  2362. 

Granted  May  22,  1914. 

Increase  In  Bates  for  Bvral  Service  upon  Substitution  of  Ten-Party  Lines 
for  Twenty-Party  Lines. 

Opinion  and  Order. 
The  application  of  the  petitioner  shows  that  the  Central 
Union  Telephone  Company  operates  a  telephone  system 
at  Seneca,  Illinois;  that  on  or  about  August  1,  1913,  said 
petitioner  advanced  certain  of  its  rates  as  follows : 

Rural   business   telephones  from  $18.00  to  $24.00  per  annum. 
Rural  residence  telephones  from  $12.00  to  $18.00  per  annum. 

The  petition  further  states  that  this  advance  in  rates 
was  made  necessary  because  of  the  expense  of  improving 
the  service  in  the  elimination  of  the  twenty-partj^  lines 
and  the  substitution  of  ten-party  lines  for  rural  sub- 
scribers. 

This  case  came  on  for  hearing  before  the  Commission 
at  Springfield,  Illinois,  on  May  19,  1914.     It  appearing 
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that  said  rates  are  now  in  full  force  and  effect  and  are 
generally  acceptable  to  the  subscribers,  the  Commission, 
being  fully  advised  in  the  premises,  finds  that  said  rates 
should  be  assented  to  by  the  Commission. 

If  is,  therefore,  ordered,  That  the  Central  Union  Tele- 
phone Company  be,  and  hereby  is,  allowed  to  charge  the 
following  rates  for  telephone  service  through  its  exchange 
at  Seneoa,  Illinois: 

Rural   business  telephones   $24  00  per  annum. 

Rural  residence  telephones 18  00  per  annum. 

It  is  further  ordered,  That  the  re\dsed  schedule  of  rates 
be  filed  with  this  Commission  and  be  published  according 
to  law. 

By  order  of  the  Commission,  this  twenty-second  day  of 
May,  1914. 

Dated  at  Springfield,  Illinois. 


People's  Telephone  Company  v.  Commercial  Telephone 
AND  Telegraph  Company. 

In  re  Application  for  a  Certificate  of  Public  Conven- 
ience AND  Necessity  to  Install  a  Switchboard  in 
the  Village  of  Clay'  City. 

No.  2137. 

Decided  Maij  29,  1914, 

Oertiflcate  of  Public   Conyenience   and  NecMsity  —  Installation  of   New 

Switchboard. 

Petition  for  a  certificate  of  public  convenience  and  necessity  authorizing 
the  installation  of  a  switchboard  at  Clay  City.  The  petitioner  had  owned 
and  operated  a  telephone  system  at  Clay  City  for  several  years,  but 
during  the  past  eighteen  months  had  rented  and  used  the  switchboard  of 
its  competitor,  although  its  ownership  of  wires,  poles  and  cross-arms  con- 
tinued. The  petitioner  desired  to  construct  and  operate  its  own  switch- 
board. 
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Held:  That  the  installation  of  a  new  switchboard  is  only  an  extension 
of,  or  an  addition  to,  the  petitioner's  plant  and  not  **  the  construction  of 
any  new  plant "  such  as  requires  authorization  by  a  certificate  of  public 
convenience  and  necessity. 

Wliat  ConstitatM  a  Public  UtUit/  —  Jniiadictioii  of  Ctemmlfwion. 

Upon  the  question  of  the  jurisdiction  of  the  Commission  over  the  peti- 
tioner. 

Held:  That  if  a  telephone  company  is  either  maintained  or  operated 
for  public  use,  it  is  a  public  utility  and  subject  to  the  jurisdiction  of  the 
Commission,  whether  a  partnership,  an  individual,  a  joint  stock  coneem 
or  an  association  meeting  its  expenses  by  assessing  its  members. 

It  appearing  that  the  petitioner  served  the  public  as  well  as  its  sub- 
scribers throughout  an  extensive  system,  it  was  adjudged  to  be  a  public 
utility  within  the  meaning  of  the  statute.* 


Opinion  and  Orders. 

Heard  by  the  Commission  on  February  17  and  19,  1914. 

The  petitioner,  the  Pc^ople's  Telephone  Company,  on 
September  14,  1903,  was  granted  permission  by  the  Board 
of  Trustees  of  the  village  of  Clay  City  to  enter  said  vil- 
lage subject  to  the  ordinance  of  said  village  governing  tele- 
phones. Pursuant  to  this  action  by  the  village  board,  the 
petitioning  company,  'the  People's  Telephone  Company, 
entered  the  village  and  established  a  telephone  system,  and 
it  has  since  that  time  operated  and  maintained  a  telephone 
system  so  far  as  wires,  poles  and  cross-arms  are  concerned. 
For  eight  years,  until  about  November  7,  1911,  it  operated 
and  maintained  a  switchboard,  which  was  its  own  prop- 
erty, in  said  village. 

The  Commercial  Telephone  and  Telegraph  Company 
objects  to  the  granting  of  the  certificate  of  public  con- 
venience and  necessity  to  the  petitioner,  on  the  ground 
that  the  People's  company  abandoned  its  ovm  switchboard 
and,  during  eighteen  months  kst  past,  has  used  a  switch- 
board which  it  rented  from  a  competitor. 

The  village,  by  an  ordinance  passed  March  2,  1914,  has 
granted  the  petitioner  a  franchise  to  operate  therein  on 

•  Editor's  headnote. 
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condition  that  the  petitioner  first  obtain  a  certificate  of 
public  convenience  and  necessity  from  this  Commission. 

This  Commission  has  the  right  to  refuse  to  :allo\v  an 
additional  telephone  company  or  other  public  utility  to 
enter  with  its  system  any  community  wherein  a  public 
utility  of  the  same  character  is  already  serving  that  com- 
munity with  adequate  service  at  reasonable  rates.  In  the 
case  of  the  application  by  Bethany  Mutual  Telephone  Com- 
pany/, No.  2147,*  this  Commission  held  : 

"  That  the  policy  of  this  Commission  will  be  to  deny  all  applications 
to  telephone  companies  where  the  application  is  for  the  establishin<?  of 
an  additional  telephone  system  in  a  city  or  village  where  a  telephone 
system  is  already  in  operation  and  is  furnishing  adequate  service  at 
reasonable  rates." 

This  ruling  of  the  Commission,  the  objector,  the  Com- 
mercial Telephone  and  Telegraph  Company,  now  seeks  to 
invoke  against  the  People's  company,  the  petitioner.  But 
this  case  differs  from  the  Bethany  case.  In  that  case  the 
petitioner  was  not  already  maintaining  a  telephone  sys- 
tem in  whole  or  in  part  in  the  village  of  Bethany,  while  in 
this  case  the  petitioner,  the  People's  Telephone  Company, 
in  fact  has  been  operating  its  own  telephone  system  in  the 
village  of  Clay  City  from  1903,  owning  and  operating  all 
of  its  plant,  except  that  for  eighteen  months  in  1912  and 
1913  it  rented  and  used  the  switchboard  of  its  competitor. 
It  now  asks  this  Commission  to  permit  it  to  erect,  conduct 
and  operate  a  switchboard  of  its  own  so  as  to  make  effi- 
cient its  service  over  its  wires  and  through  its  instruments 
in  that  village. 

The  section  of  the  statute  concerning  certificates  of  pub- 
lic convenience  and  necessity  is  in  part  as  follows : 

Section  55:    Certificate  of  Convenience  and  Necessity. 

"  No  public  utility  shall  begin  the  construction  of  any  new  plant,  equip- 
ment, property  or  facility,  which  is  not  in  substitution  of  any  existing 
plant,  equipment,  property  or  facilities  or  in  extension  thereof  or  in 
addition  thereto  unless  and  until  it  shall  have  obtained  from  the  Commis- 


•  The  order  in  this  case,  dated  March  3,  1914,  is  printed  in  Commis- 
Bion  Leaflet  No.  29,  at  page  784.— Ed. 
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sion  a  certificate  that  public  convenience  and  necessity  require  such  con- 
struction." 

The  **  new  plant,  equipment,  property  or  facility  "  wMch 
the  utility  must  first  get  a  certificate  to  oonstruot,  is  only 
that  *'  new  plant,''  etc.,  ''  which  is  not  in  subs4;itution  of 
any  existing  plant,  equipment,  property  or  facilities,  or  in 
extension  thereof,  or  in  addition  thereto." 

If  it  is  in  **  substitution  "  of  **  any  existing  plant,  equip- 
ment,  property  or  facilities,"  **in  extension  thereof"  or 
*  *  in  addition  thereto  ' '  then  it  does  not  need  a  certificate. 

We  are  of  the  opinion  that  the  putting  in  of  a  new 
switchboard  and  the  extension  of  the  facility  and  equip- 
ment of  the  petitioner  already  within  the  village  of  Clay 
City,  is  not  **in  subs-titution  "  of  any  existing  plant  or 
equipment  of  this  People's  Telephone  Company  but  is  *'  in 
extension  thereof  or  in  addition  thereto." 

The  second  question  was  raised  in  this  case,  in  the  argu- 
ment of  counsel  and  in  the  briefs,  but  not  by  the  petition, 
or  answer.  Therefore  technically  this  Commission  would 
be  justified  in  ignoring  it.  However,  we  do  not  desire  to 
be  technical.  This  second  question  is  whether  or  not  the 
petitioner,  the  People's  Telephone  Company,  is  exempt 
from  supervision  by  this  Commission  on  the  ground  that 
it  is  not  a  public  utility  but  simply  a  co-operative  business 
not  for  public  use.  In  the  arguments  and  brief's  the  ex- 
pression is  frequently  used  that  the  petitioner  is  a  mutual 
company.  This  is  not  a  test  for  determining  whether  the 
petitioner  is,  or  is  not,  a  utility  subject  to  the  Illinois  pub- 
lic utilities  board.  A  mutual  company  may  be  a  public 
utility.  Many  companies,  exempt  from  the  statute  may 
possibly  not  be  mutual  associations  in  the  sense  of  meet- 
ing expenses  by  assessment,  and  certainly  many  com- 
panies which  may  be  called  *  *  mutual ' '  are  not  exempt 
from  the  statute  but  on  the  contrary  are  clearly  within  it. 
The  test  is,  the  public  use.  If  a  telephone  company  is 
either  maintained  or  operated  for  public  use,  then  it  is  a 
public  utility  whether  a  partnership,  an  individual,  a  joint 
stock  concern  or  an  association  meeting  its  expenses  by 
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assessing  its  members  from  time  to  time.  This  petition- 
ing company's  system  undoubtedly  is  for  public  use.  It 
serves  the  public  in  addition  to  its  subscribers,  and  serves 
the  public  constantly  for  hire  at  and  in  some  fourteen  dif- 
ferent towns  and  cities,  both  by  means  of  systems  running 
into  those  communities  and  by  means  of  trunk  and  toll 
lines  running  between  those  towns  and  cities,  th#t  is,  from 
one  town  to  another.  The  petitioner  is  a  public  utility  and 
is  subject  to  the  jurisdiction  of  this  Commission  and  will 
be  so  regarded  and  treated. 

Therefore  the  Commission  finds: 

1.  That  the  installation  of  the  switchboard  in  question  is 
only  an  extension  of,  or  an  addition  to,  the  plant  or  equip- 
ment of  the  petitioner  and  therefore  not  **the  construc- 
tion of  any  new  plant,"  such  »as  requires  a  certificate  from 
this  Commission. 

2.  That  the  petitioner  is  a  public  utility  within  the 
meaning  of  the  statute  and  within  the  jurisdiction  of  the 
Commission. 

And  the  Commission  being  fully  advised  in  the  premises, 

It  is  hereby  ordered,  First  :  That  the  prayer  of  the  peti- 
tion for  a  certificate  of  public  convenience  and  necessity  be 
denied. 

Second:  That  the  petitioner  be  adjudged  nevertheless 
to  be  a  public  utility  within  the  meaning  of  the  statute. 

By  order  of  the  Commission,  this  twenty-ninth  day  of 
May,  1914. 

Dated  at  Springfield,  Illinois. 
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The  Commercial  Telephone  and  Telegraph  Company  v. 
THE  People's  Telephone  Company  of  Southern  Illi- 
nois. 

In  the  Matter  of  the  Complaint  that  the  People's  Tele- 
phone Company  is  Operating  Without  Authority  of 
Law. 

Xo.  2139. 

Dismissed  May  29,  1914. 

Elimination  of  One  of  Two  Competing  Companies  Operating  in  the  Same 

Community  —  Jurisdiction   of   Commission  —  Service    and 

Bates  of  Competing  Companies. 

Complaint  that  respondent  had  forfeited  all  rights  and  was  operating 
without  authority  of  law.  Evidence  found  insufficient  to  sustain 
complaint. 

Held:  Tliat  although  it  is  undoubtedly  an  economic  waste  for  two 
telephone  companies  to  serve  the  same  community,  it  does  not  follow 
that  this  Commission  can  determine  which  of  two  utilities  legally  operat- 
ing in  a  community  is  the  more  fit,  and  thereupon  proceed  to  eliminate 
the  other  from  the  community; 

That  competing  companies  must  furnish  adequate  service  at  reasonable 
rates. 

Complaint  dismissed.* 

Opinion  and  Order. 

A  hearing  in  the  above  entitled  case  was  held  at  the  offices 
of  this  Commission  on  the  seventeenth  day  of  February, 
1914,  John  Lynch,  attorney-at-law,  appearing  for  the  com- 
plainant, and  Monroe  and  Monroe,  attorneys-at-law,  ap- 
pearing for  the  respondent. 

The  matters  complained  of  in  the  petition  or  contended 
by  the  Commercial  Telephone  and  Telegraph  Company 
were  in  effect : 

That  the  People's  Telephone  Company  had  received  a 
franchise  to  operate  a  telephone  company  in  the  city  of 
Flora  by  an  ordinance  passed  by  the  city  council  on  the 
sixth  day  of  March  1911,  and  that  it  closed  its  exchange  on 
the  fifth  day  of  November  1913,  and  discontinued  all  busi- 
ness until  December  30,  1913,  and  that  thereby  it  forfeited 
the  said  franchise,  and  therefore  and  from  that  time  on  it 
had  no  authority  to  transact  business  under  that  ordinance. 

•  Editors  headnote.  ^  , 
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The  People's  Telephone  Company,  the  respondent  com- 
pany, answering,  denied  that  the  respondent  closed  its  tele- 
phone exchange  and  discontinued  its  business  from  Novem- 
ber 5,  1913,  until  December  30,  1913,  and  pointed  out  that, 
under  the  terms  of  the  ordinance  of  March  6,  1911,  there 
could  be  no  abandonment  of  its  franchise  in  the  city  of 
Flora  unless  there  was  insufficient  service  for  a  period  of  at 
least  sixty  days. 

Upon  the  hearing  it  was  contended  by  the  complainant, 
through  its  counsel,  that  the  respondent  had  forfeited  all 
its  rights  under  its  original  ordinance,  not  only  by  the 
alleged  abandonment  above  mentioned  and  by  insufficient 
service,  but  also  by  the  acceptance  of  a  new  ordinance 
passed  on'  the  twelfth  day  of  January  1914,  granting  to 
respondent  the  right  to  operate  a  telephone  aystem  in  the 
city  of  Flora. 

The  main  contention  in  the  case,  and  the  main  point  to 
which  practically  all  the  testimony  was  directed,  was  to  the 
effect  that  it  was  the  duty  of  this  Commission  to  prevent 
duplication  of  public  utilities  of  the  same  character  in  the 
same  community,  and  that  the  operation  of  two  telephone 
systems  in  the  city  of  Flora  tended  to  prevent  the  com- 
munity from  receiving  adequate  service,  and  that  therefore 
it  is  the  duty  of  this  Commission  to  exclude  by  any  means 
within  its  power  either  one  of  said  utilities  which  could  be 
legally  so  excluded.  On  this  question  of  which  of  the  two 
companies  was  rendering  the  better  service  there  was  a 
mass  of  testimony  extending  over  three  days,  but  the  Com- 
mission does  not  feel  called  upon  to  decide  that  question  in 
view  of  the  conclusion  that  it  has  reached  in  the  case. 

It  is  the  opinion  of  the  Commission  the  testimony  does 
not  sustain  the  allegation  of  the  complainant  that  the  Peo- 
ple's  Telephone  Company  has  abandoned  its  original  right 
to  do  business  in  the  city  of  Flora,  either  by  sixty  days  of 
insufficient  service  or  by  acceptance  of  a  new^  ordinance. 

The  statute  establishing  this  Commission  does  not  au- 
thorize the  Commission  to  issue  a  writ  of  mandamus  or  an 
injunction.  It  is  undoubtedly  an  economic  waste  for  two 
telephone  companies  to  serve  the  same  community,  especi- 
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ally  if  that  community  be  one  of  the  smaller  communities 
in  the  commonwealth,  and  economists  and  courts  now 
recognize  that  there  is  such  a  thing  as  a  natural  monopoly. 
The  theory  is  that  such  natural  monopoly,  if  properly  regu- 
lated, is  better  for  a  community  than  the  highly  competi- 
tive relations  and  conditions  which  result  from  the  opera- 
tion of  several  public  utilities  of  the  same  character  in  the 
same  community,  but  it  does  not  follow  that  this  Commis- 
sion can  determine  which  is  the  more  fit  of  two  utilities 
w^hich  are  already  legally  operating  in  the  same  community 
and  then  proceed  to  eliminate  the  other  from  such 
community. 

The  refusal  by  this  Commission  to  grant  the  application 
of  the  complainant  in  this  case  for  some  kind  of  relief 
against  the 'respondent,  does  not  mean  that  a  community 
shall  be  left  to  insufficient  service  or  inefficient  service. 
The  two  companies  in  this  case  must  furnish  adequate  serv- 
ice and  at  reasonable  rates. 

Therefore  the  Commission,  being  fully  advised  in  the 
premises,  denies  the  prayer  for  relief  in  the  petitioner's 
complaint,  and  orders  that  the  complaint  herein  be,  and 
the  same  is,  hereby  dismissed. 

By  order  of  the  Commission,  this  twenty-ninth  day  of 
May,  1914. 

Dated  at  Springfield,  Illinois. 


[lU. 


In  the  Matter  of  the  Application  of  The  Fayette  Home 
Telephone  Company  for  Authority  to  Change  Rates 
in  the  City  of  Saint  Elmo  and  Villages  of  Laclede 
and  loogootee,  illinois. 

No.  2185. 

Dismissed  May  29,  1914. 

Befusal  to  Authorize  Increase  In  Rates —^  Inadequate  Service  —  ImproTe- 
ment  of  Service  Required. 

Opinion  and  Order. 
The  petitioner  in  this  case,  The  Fayette  Home  Telephone 
Company, -filed  its  application  with  this  Comnussion  fpr 
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authority  to  change  rates  in  the  city  of  Saint  Elmo  and  in 
the  villages  of  Laclede  and  Loogootee,  as  follows : 

From  $.75  to  $1.00  per  month  for  rural  residence  telephones, 
rrora  $.75  to  $1.50  per  month  for  rural  business  telephones. 
From  $1.00  to  $3.00  per  month  for  switching  rural  lines. 

A  hearing  was  had  on  this  case  before  the  Commission 
on  March  17,  1914.  G.  T.  Turner,  attorney,  appeared  for 
the  petitioner.  On  the  hearing  in  this  case  it  was  stipu- 
lated and  agreed  that  the  testimony  taken  in  Case  No.  2181, 
The  Fayette  Home  Telephone  Company  v.  W.  P.  Kepner 
et  al.,*  should  be  considered  a  part  of  the  testimony  in  this 
case. 

The  testimony  shows  that  the  service  furnished  by  the 
petitioner  at  the  time  of  the  hearing  and  prior  thereto,  was 
neither  adequate  nor  satisfactory'';  that  petitioner's  equip- 
ment was  not  properly  maintained  and  that  on  some  of  its 
lines,  the  wires  of  the  petitioner  had  been  permitted  to 
remain  unfastened  on  the  cross-arms  with  broken  ends  of 
wires  hanging  from  the  poles  for  a  considerable  period  of 
time;  that  many  of  its. poles  were  lying  down  in  the  joad- 
way  at  the  time  of  the  hearing  and  had  been  in  that  con- 
dition for  some  time.  It  also  appeared  that  complaints 
concerning  these  matters  had  been  brought  to  the  attention 
of  the  manager  of  the  petitioner  and  that  practically  no 
improvement  has  been  made  in  the  condition  of  the  poles 
and  wires  and  appliances  of  the  company. 

It  is  within  the  power  of  this  Commission  to  require 
public  utilities  to  furnish  adequate  and  efficient  service  and 
the  Commission  is  of  the  opinion  that  the  service  rendered 
by  the  petitioner,  as  indicated  by  the  testimony  in  this  case, 
is  not  satisfactory  nor  adequate.  The  Commission  is  fur- 
ther of  the  opinion  that  it  would  not  be  justified  in  authoriz- 
ing any  increase  in  the  rates  of  the  petitioner  at  this  time, 
in  view  of  its  failure  to  furnish  proper  service. 

It  is,  therefore,  ordered,  That  petitioner  shall  improve 
its  service,  and  to  that  end  it  shall  repair  or  replace  its 
defective  equipment  and  make  such  other  improvements  as 
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may  be  necessary  in  order  to  furnish  adequate  and  efficient 
service. 

It  is  further  order edj  That  the  prayer  of  the  petitioner 
be  denied,  and  that  the  petition  filed  herein  be,  and  the 
same  hereby  is,  dismissed  without  prejudice,  however,  to 
the  right  of  the  petitioner  to  make  a  new  application  for 
increase  of  rates  at  such  time  as  it  may  have  improved  its 
service  so  as  to  meet  the  requirements  of  this  Commission. 

By  order  of  the  Commission,  this  twenty-ninth  day  of 
May,  1914. 

Dated  at  Springfield,  Illinois. 


[IlL 


In  the  Matter  of  the  Application  of  the  People's  Homb 
Telephone  Company  for  Authority  to  Change  Rates. 

No.  2325. 

Granted  May  29,  1914. 

Increase  in  Bate  for  Rural  Grounded  Party  Lines  —  Discount  for  Prompt 

Payment. 

Opinion  and  Order. 

The  petition  filed  herein  shows  that  one  change  in  its 
rates  has  been  made  by  petitioner  at  its  exchange  in  Chilli- 
cothe,  Illinois,  since  July  1,  1913. 

This  change  is  in  respect  to  the  rate  for  rural  grounded 
party  line  telephones  which  on  July  1,  1913,  was  $1.00  per 
month.  On  January  1,  1914,  the  rate  w^as  increased  to 
$1.25  per  month  with  a  discount  allowed  of  25  cents  per 
month  if  paid  on  or  before  the  twentieth  day  of  the  month 
in  which  the  service  is  rendered,  or  if  paid  quarterly  on  or 
before  the  twentieth  day  of  the  second  month  of  the  quarter 
in  which  the  service  is  rendered. 

On  April  22,  1914,  the  cause  came  on  for  hearing  at  the 
offices  of  the  Commission  at  Springfield,  Illinois.  '  C  B. 
Cheadlej  secretary  of  petitioner,  and  Ben  B,  Boyntony  attor- 
ney for  petitioner,  appeared  in  support  of  petition.  No  one 
appeared  in  opposition. 

The  Commission,  having  heard  the  testimony  and  being 
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fully  advised  in  the  premises,  finds  that  under  the  facts 
and  circumstances  appearing  in  this  case  (and  taking  into 
consideration  the  rules  and  regulations  with  respect  to  dis- 
counts) a  charge  of  $1.25  per  month  for  rural  party  line 
telephones  is  reasonable.    • 

The  Commission  is  further  of  the  opinion  that  the  allow- 
ance of  a  discount  of  25  cents  per  month  from  the  above 
rate,  if  paid  on  or  before  the  twentieth  day  of  the  month 
in  which  the  service  is  rendered,  or  if  paid  quarterly  on 
or  before  the  twentieth  day  of  the  second  month  of  the 
quarter  in  which  the  service  is  rendered,  is  a  reasonable 
regulation. 

It  is,  therefore,  ordered.  That  the  rate  of  $1.25  per 
month  per  telephone  to  subscribers  on  rural  grounded  party 
lines  be,  and  the  same  hereby  is,  approved. 

It  is  further  ordered^  That  the  above  change  in  rate  shall 
be  published  as  provided  by  law  and  shall  become  effective 
on  the  twenty-ninth  day  gf  May,  1914. 

By  order  of  the  Commission,  this  twenty-ninth  day  of 
May,  1914. 

Dated  at  Springfield,  Illinois. 


In  the  Matter  of  the  Application  of  the  Chicago  Tele- 
phone Company  for  Authority  to  Change  Rates. 

No.  2335. 

Granted  May  29,  1914. 

Toll  Service  —  Eztensioii  of  Additional  Period  ftom  One  Minute  to  Two 

Minutes. 

Opinion  and  Order. 

This  is  an  application  by  the  Chicago  Telephone  Com- 
pany which  operates  a  telephone  system  in  the  counties  of 
Cook,  Lake,  McHenry,  Kane,  Kendall,  Will  and  Grundy, 
for  authority  to  change  its  toll  rates. 

At  the  present  time,  on  calls  where  the  toll  rate  for  the 
initial  period  of  three  minutes  is  10  cents,  the  additional 

3  Digitized  by  V^OOQIC 


332      Illinois  State  Public  Utilities  Commission. 

charge  for  each  excess  minute,  or  fraction  thereof,  is  5 
cents. 

The  petitioner  desires  to  change  the  rate  so  that  on  toll 
calls  as  above  mentioned,  where  the  rate  for  the  initial 
period  of  three  minutes  is  10  cents,  the  additional  charge 
for  each  two  minutes,  or  fraction  thereof,  shall  be  5  cents. 

This  case  came  on  for  hearing  before  the  Commission  at 
Chicago  on  May  12,  1914.  Mr.  A.  P.  Allen  appeared  on 
behalf  of  the  petitioner. 

The  Commission,  having  heard  the  testimony  and  being 
fully  advised  in  the  premises,  finds  that  the  application  in 
this  case  is  merely  for  a  reduction  in  the  rate  for  toll 
service  in  excess  of  the  three  minute  initial  period. 

It  is,  therefore,  ordered^  That  the  prayer  of  the  petition 
be  granted,  and  that  on  all  toll  calls,  where  the  rate  for 
the  initial  period  of  three  minutes  is  10  cents,  the  additional 
charge  for  each  two  excess  minutes,  or  fraction  thereof, 
shall  be  5  cents. 

The  above  change  in  rate  shall  be  published  as  provided 
by  law,  and  shall  become  effective  on  June  1,  1914. 

By  order  of  the  Commission,  this  twenty-ninth  day  of 
May,  1914. 

Dated  at  Springfield,  Illinois. 


[HL 


C.  T.  Wells  et  al..  Executive  Committee  of  Subscribebs 
OF  Elwin  Exchange,  v.  Macon  County  Telephone 
Company. 

In  re  Complaint  as  to  Telephone  Plants  and  Alleged 
Inadequate  Telephone  Service  at  Elwin,  Illinois. 

No.  2166. 

Decided  June  5,  1914.^ 

Diflcontlnttaace  of  DiBcount  for  Paymant  in  Adruice  Not  an  IncroMe  in 

Bates. 

Complaint  that  enforcement  of  regular  rate  and  abandonment  of  re- 
duced rate  for  payment  in  advance  was  in  effect  an  increase  in  rates, 


•  On  July  10,  1914,  the  Commission  denied  the  application  of  the  peti- 
tioner for  a  rehearing:. —  Ed. 
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and  that  the  service  rendered  by  the  respondent  was  inadequate  and 
unsatisfactory. 

Held:  That  a  reduction  of  $6.00  from  a  rate  of  $18.00  per  annum 
upon  the  payment  of  a  year's  rental  in  advance,  is  in  substance  and 
effect  the  allowance  of  a  discount,  and  that  the  discontinuance  of  such 
a  discount  and  the  collection  of  the  regular  rate  is  not  an  increase  in 
rates. 

Inadequate   Service  —  Improvements    Bequlred. 

The  evidence  showed  that  the  service  furnished  had  been  inadequate 
and  unsatisfactory  in  many  respects. 
*  Held:    That  inasmuch  as  a  reasonable  effort  is  being  made  to  improve 

the  service  and  considerable  improvements  had  been  completed  prior  to 
the  hearing,  the  respondent  should  be  given  a  fair  opportimity  to  improve 
its  service. 

Ordered,  That  respondent  bring  its  service  and  equipment  to  a  rea- 
sonable degree  of  efficiency  within  thirty  days  and  at  that  time  report 
to  the  Commission  what  has  been  done.* 

Opinion  and  Order. 

The  petition  in  this  case  averred  that  the  complainants 
are  members  of  an  executive  committee  appointed  by  sub- 
scribers to  the  telephone  exchange  at  Elwin,  Illinois,  of 
the  Macon  County  Telephone  Company,  residing  in  Macon, 
Illinois;  that  the  Macon  County  Telephone  Company,  re- 
spondent, is  charging  its  subscribers  other  and  different 
rates  and  charges  than  those  in  effect  July  1,  1913 ;  that  it 
is  discriminating  in  its  rates  and  charges  between  sub- 
scribers of  the  same  class ;  that  said  respondent  has  not  filed 
with  this  Commission  copies  of  all  contracts  and  agree- 
ments with  other  public  utilities  affecting  the  cost  of  serv- 
ice; and  that  the  service  furnished  by  the  respondent  is 
neither  adequate  nor  satisfactory. 

The  respondent  answered  denjnng  substantially  all  of  the 
charges  in  the  complaint,  except  that  it  admitted  that  it 
had  not  as  yet  filed  a  copy  of  the  schedule  of  joint  rates  in 
force  between  its  company  and  the  Decatur  Home  Tele- 
phone Company.  It  stated,  however,  that  a  schedule  of 
these  joint  rates  was  being  prepared  and  would  be  filed  at 
an  early  date. 


'  Editor's  headnote. 
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A  hearing  was  held  at  the  office  of- the  Commission  at 
Springfield,  Illinois,  March  3,  1914.  James  S.  Baldivinj 
attorney,  appeared  for  complainants  and  Ben  B.  Boyntofiy 
attorney,  appeared  for  the  defendant. 

The  testimony  showed  that  the  Elwin  telephone  exchange, 
located  in  the  village  of  Elwin,  Illinois,  is  owned  and  oper- 
ated by  the  respondent  company  and  that  said  company 
owns  eight  other  telephone  exchanges  located  in  other  cities 
and  villages  in  that  locality;  that  there  are  170  subscribers 
to  the  Elwin  exchange,  although  the  village  itself  contains 
but  fifteen  dwellings;  that  the  respondent  company  has  a 
rate  of  $18.00  per  annum,  or  $1.50  per  month,  which  rate 
appears  to  have  been  in  force  July  1,  1913;  that  for  this 
payment  the  subscribers  to  the  Elwin  exchange  receive 
service  over  the  lines  of  the  respondent  that  connect  with 
the  170  stations  at  Elwin  and  vicinity,  as  above  mentioned, 
and  that  they  also  have  free  service  to  Decatur  and  with 
the  3,000  stations  that  are  connected  with  respondent's 
exchange  in  that  city. 

The  evidence  further  shows  that  on  or  about  April  1, 
1913,  approximately  130  subscribers  paid  in  advance  for 
a  year's  sendee  and  in  consideration  of  such  payments  in 
advance,  the  respondent  company  deducted  $6.00  from  its 
regular  rate  of  $18.00  per  year,  making  the  net  amount 
paid  $12.00. 

The  evidence  also  showed  that  since  January  1,  1914,  the 
subscribers  to  the  Elwin  exchange  have  been  notified  by 
the  respondent  that  on  and  after  April  1,  1914,  the  regular 
rate  of  $18.00  per  year  would  be  adhered  to  and  the  reduced 
rate  of  $12.00  per  year  would  be  abandoned. 

The  contention  of  the  complainants  is  that  the  enforce- 
ment of  the  above  notice  by  the  respondent  would  in  effect 
be  an  increase  of  rates.  This  contention  is  based  on  the 
proposition  that  if  on  July  1,  1913,  130  subscribers  had  a 
rate  of  $12.00  per  year  by  payment  in  advance,  and  only 
a  few  had  a  rate  of  $18.00,  then  the  regular  rate  would  be 
$12.00  per  annum.  We  cannot  sustain  this  contention  for 
the  reason  that  the  evidence  shows  that  the  regular  schedule 
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rate  of  the  respondent  company  was  $18.00  per  year,  and 
that  it  was  only  by  a  payment  of  a  full  year  in  advance 
that  a  reduction  of  $6.00  was  made. 

Our  conclusion  is  that  the  reduction  of  $6.00  from  the 
rate  of  $18.00  allowed  for  payment  in  advance  on  April  1, 
1913,  was  in  substance  and  effect  the  allowance  of  a  dis- 
count, and  that  the  discontinuance  of  the  practice  of  allow- 
ing such  discount  and  the  collection  of  the  regular  rate  of 
$18.00  per  year,  beginning  April  1,  1914,  is  not  an  increase 
of  rates. 

The  other  question  involved  in  this  case  is  as  to  whether 
the  respondent  company  has  been  giving  the  subscribers 
of  the  Elwin  exchange  adequate  service.  The  evidence 
shows  that  the  service  furnished  during  the  latter  part  of 
the  year  1913  was  neither  adequate  nor  satisfactory;  that 
the  subscribers  had  difficulty  in  getting  connection  with 
central ;  that  the  equipment  of  the  respondent  has  not  been 
properly  managed ;  that  the  wires  of  the  company  had  been 
permitted  to  remain  unfastened  on  the  cross-arms  for  a 
considerable  period  and  that  some  complaints  of  these  mat- 
ters have  been  made  to  the  management  of  the  respondent 
company  and  apparently  no  attention  paid  to  the  same. 

It  appears,  however,  that  in  several  instances  complaints 
were  not  made  direct  to  the  manager  but  only  the  telephone 
operator  at  the  exchange  was  advised,  and  as  to  whether 
such  complaints  ever  reached  the  management  of  the  com- 
pany was  not  shown.  In  one  instance  a  subscriber  lived 
several  miles  from  the  village  and  sought  to  use  the  tele- 
phone in  a  case  of  sickness  at  one  o'clock  in  the  morning 
and  found  no  one  at  the  central  oflBce  to  give  service. 

This  Commission  has  authority  and  is  disposed,  in  a 
case  where  a  telephone  company  fails  and  refuses  to  render 
proper  service,  to  require  it  to  do  so. 

It  appears,  however,  from  the  testimony,  and  in  fact  is 
conceded  by  the  complainants,  that  considerable  improve- 
ment in  many  respects  has  been  made  in  the  equipment  and 
service  during  the  early  part  of  the  year  1914.  Testimony 
offered  on  behalf  of  the  respondent  indicates  that  it  realizes 
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the  service  rendered  by  it  has  not  been  adequate  nor  satis- 
factory, and  it  appears  from  what  has  been  done  during 
the  early  months  of  1914,  that  an  effort  in  good  faith  is 
being  made  to  remedy  most  of  the  conditions  complained  of. 
In  fact,  most  of  the  causes  of  complaint  shown  upon  the 
hearing  were  based  upon  conditions  that  existed  during  the 
latter  months  of  1913. 

Our  conclusion  is  that  since  it  appears  that  the  respond- 
ent company  is  making  a  reasonable  effort  to  improve  the 
service,  and  that  some  improvements  were  being  made 
prior  to  and  at  the  time  of  the  hearing,  the  respondent 
should  be  given  a  fair  opportunity  to  improve  its  service. 

It  is,  therefore,  ordered.  That  the  respondent  «hall  within 
thirty  days  from  the  date  of  this  order,  viz.,  by  July  5, 
1914,  bring  its  equipment  and  service  up  to  a  reasonable 
degree  of  efficiency,  and  at  that  time  report  to  this  Com- 
mission what  has  been  done  in  pursuance  of  this  order. 

By  order  of  the  Commission,  this  fifth  day  of  June,  1914. 

Dated  at  Springfield,  Illinois. 


[III. 


In  the  Matter  of  the  Application  of  the  Fairbury  Tele- 
phone Company  of  Fairbury,  Illinois,  for  Authority 
to  Change  Rates. 

No.  2196. 

Decided  June  5,  1914. 

Insuffldaiit  Bevenae  —  Increase  in  Bates  for  Besldence  Service. 

Application  to  increase  rates  for  residence  service  and  install  party 
line  business  and  residence  service,  alleging  that  the  existing  rates  are 
insuflBcient  to  provide  for  operating  expenses,  depreciation  and  return 
on  capital  invested. 

Oonflict  with  Bates  Fixed  by  Ordinance  —  Jurisdiction  of  Ck>mml88lon. 

The  city  of  Fairbury  moved  that  the  application  be  dismissed  because 
it  was  in  conflict  with  the  terms  of  an  ordinance  fixing  the  maximum 
rates  to  be  charged  by  the  applicant. 

The  Commission  denied  this  motion. 
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Held:  That  the  statute  creating  the  Commission  authorizes  it  to  fix 
reasonable  rates  and  that  no  limitation  upon  this  power  is  found  in  the 
statute; 

That  the  statute  was  passed  in  the  exercise  of  the  police  power  of  the 
State  and  all  ordinances  or  contracts  affecting  rates  must  be  held  to  have 
been  made  subject  to  the  exercise  of  this  power  by  the  State. 

Factors  to  be  Considered  in  Determination  of  EaaaonaUe  Bate. 

Held:  That  the  question  to  be  determined  in  this  case  is  whether  or 
not  the  proposed  increase  in  rates  is  justifiable,  for  the  proper  decision 
of  which  question  it  is  necessary  to  consider  the  character  of  the  service 
rendered,  the  equipment,  the  earnings  and  operating  expenses,  and  what 
improvements,  if  any,  should  be  required  in  order  to  insure  adequate 
service. 

Installation  of  Party  Line  Service  —  Limitation  to  Two-party  Una  Senrlce. 

Held:  That  the  installation  of  party  line  service  will  cut  down  the 
fixed  charges  per  station  and  tend  to  more  economical  service  and  is  un- 
objectionable provided  that  not  more  than  two  parties  are  placed  on  one 
line  and  further  that  patrons  are  aUowed  to  choose  the  class  of  service 
they  desire. 

Saving   Effected   by   Installation   of  Party    Line    Service  —  Baserve    for 

Futore  Development. 

Held:  That  any  saving  resulting  from  the  installation  of  party  line 
service  will  scarcely  be  greater  than  the  reserve  which  good  business 
management  would  demand  in  view  of  the  future  development  of  business. 

Insoi&cient  Bevenne -r- Inability  to  Secure  Funds  for  Improvementa — Im- 
provement of  Service  and  Methods  of  Management. 

Held:  That  the  applicant  is  not  earning  sufficient  revenue  to  provide 
for  operating  expenses,  depreciation  and  fair  return  for  interest  and 
profits,  and  that  if  service  is  continued  at  the  present  low  co^^  it  must 
be  continued  at  the  expense  of  proper  maintenance  and  it  is  doubtful 
whether  adequate  service  can  continue  to  be  furnished; 

That  the  applicant  is  unable  to  secure  funds  for  extensions  and  neces- 
sary improvementa  because  of  the  unattractiveness  of  the  investment; 

That  it  would  not  be  fair  to  require  consumers  to  pay  an  increased 
rate  until  the  applicant  shall  have  improved  the  condition  of  its  plant 
and  placed  the  property  under  competent  management; 

That  only  temporary  relief  should  be  granted  until  the  applicant  has 
made  the  necessary  improvements  and  such  changes  in  its  methods  of 
management,  accounting  and  general  business  practice  as  will  meet  the 
requirements  of  the  Commission. 
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The  proposed  increase  in  rates  was  authorized  and  the  applicant  was 
required  to  make  the  necessary  improvements  and  such  changes  in  methods 
as  required  by  the  Commission.* 

Opinion  and  Order. 

The  application  in  the  above  entitled  matter  represents 
that  the  Fairbury  Telephone  Company  is  a  corporation 
organized  under  laws  of  the  State  of  Illinois,  with  its  prin- 
cipal place  of  business  at  Fairbury,  Livingston  County, 
Illinois,  and  that  on  January  1, 1914,  it  had  in  effect  the  fol- 
lowing schedule  of  rates : 

Claseification  Rates 

Single  line  business  telephones $2  00  per  month 

Party  line  business  telephones 1  50  per  month 

Single  line  residence  telephones 1  00  per  month 

Party  line  residence  telephones 75  per  month 

Business  and  party  line  telephones 2  50  per  month 

Extension  telephones  50  per  month 

The  application  further  represents  that : 

"  The  present  rental  rates  for  single  line  and  party  line  residence  tele- 
phones are  insufficient  to  enable  the  said  applicant  to  pay  its  necessary 
operating  expenses,  allow  a  proper  depreciation  fund  and  pay  a  reason- 
able return  on  the  capital  invested," 

and  application  is  made  to  place  in  effect  a  schedule  of 
rates  as  follows: 

Classification  Rates 

Single  line  business  telephones $2  00  per  month 

Party  line  business  telephones 1  50  per  month. 

Single  line  residence  telephones 1  25  per  month 

Party  line  residence  telephones 1  00  per  month 

Business-  and  party  lines 2  50  per  month 

Extension  telephones  50  per  month 

Hearing  was  held  at  the  office  of  Commission  at  Spring- 
field, Illinois,  on  April  1,  1914.  Ben  B.  Boynton  and  E,  A. 
Agardy  attorneys,  appeared  for  the  petitioner.    John  H. 
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McFadden,  city  attorney  of  Fairbury,  Illinois,  appeared  for 
the  city  council  of  the  city  of  Fairbury. 

Counsel  representing  the  city  of  Fairbury  moved  that 
the  application  be  dismissed  because  of  the  terms  of  a  cer- 
tain ordinance  granted  to  the  Fairbury  Telephone  Com- 
pany by  the  city  of  Fairbury  on  January  18,  1905,  which 
fixes  the  maximum  rate  of  $2.00  per  month  for  single  line 
business  telephones  and  $1.00  per  month  for  single  line 
residence  telephones. 

No  provision  is  made  in  the  said  franchise  for  party 
line  service. 

The  motion  of  the  city  of  Fairbury  to  dismiss  the  appli- 
cation herein  is  denied,  for  the  reason  that  the  ''Act  to 
provide  for  the  regulation  of  public  utilities  "  of  this  State 
expressly  authorizes  this  Commission  to  determine  and  fix 
the  just,  reasonable  and  suflBcient  rates  or  other  charges, 
classification,  rules,  regulations,  contracts  or  practices  of 
any  public  utility  doing  business  within  this  State.  No 
limitation  upon  such  power  of  this  Commission  is  to  be 
found  in  the  act. 

The  statute  providing  for  the  regulation  of  public  utili- 
ties within  this  State  was  passed  in  the  exercise  of  the 
police  power  of  the  State,  and  all  ordinances  or  contracts 
affecting  rates  or  charges  by  public  utilities  for  commodities 
or  service  to  be  rendered  or  performed  by  them  must  be 
held  to  have  been  made  in  view  of  and  subject  to  the  right 
of  the  State  to  exercise  this  police  power  in  such  a  way  as 
to  disregard  such  contracts  or  ordinances,  if  the  interest 
and  welfare  of  the  public  should  so  demand. 

It  follows  therefore  that  the  question  to  be  determined 
in  this  case  is  not  whether  there  was  an  ordinance  fixing 
maximum  rates  for  telephone  service  but  whether  or  not  the 
proposed  increase  in  rates  and  charges  by  the  petitioner  is 
justified.  For  the  proper  decision  of  the  latter  question  it 
is  necessary  to  consider  the  character  of  the  service  which 
is  being  given  in  the  city  of  Fairbury  by  the  petitioner; 
equipment  of  petitioner;  earning  and  operating  expenses 
of  the  petitioner;  what  improvements  in  equipment  if  any 
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should  be  required  in  order  to  give  adequate  service;  and 
such  other  facts  and  circumstances  as  will  enable  the 
Commission  intelligently  to  pass  upon  the  question  be- 
fore it. 

On  February  28, 1914,  two  months  after  the  organization 
of  this  Commission,  the  Fairbury  Telephone  Company 
filed  an  application  for  authority  to  change  rates  and  ap- 
pealed to  this  Commission  for  relief. 

The  statement  of  the  station  development  of  the  peti- 
tioner was  filed  at  the  hearing  which  developed  that  some 
party  line  service  is  being  furnished.  According  to  the 
testimony  such  service  has  been  furnished  only  at  the  re- 
quest of  the  patrons,  and  insomuch  as  a  rate  was  fixed  for 
such  party  line  service  this  classification  and  rate  were  in- 
cluded in  the  schedule  of  rates  now  in  force  and  effect  as 
shown  by  the  application. 

Six  hundred  and  twenty-four  telephones  were  in  oper- 
ation on  March  1, 1914,  as  shown  by  the  following  statement : 
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Tbbbitobt  and  Station  Development. 


Place 

Bttimaled 
papulation 

Number  of  ttatUnu 
DaU  March  i.  IBH 

Fairbury 

9,800 

Ind. 
Bum. 

t'P. 
But. 

Ind. 
Ret. 

Re*. 

v.: 

Bue.A 
Re*. 

Extra 

Total 

Gain 
durimg 

year 

Mainline 

Eztennona 

65 
7 

7 

329 

8 

154 

42 

12 

624 

38 

The  petitioner  filed  at  the  hearing  a  sworn  statement  of 
the  revenues  and  expenses  as  of  March  1,  1914,  which  is 
designed  to  represent  from  a  financial  standpoint  the  actual 
operating  conditions  prevailing  at  the  present  time.  This 
statement  has  since  been  made  up  on  a  standard  form  pro- 
vided by  the  Commission  and  is  known  as  **  Table  1." 


Digitized  by  LjOOQIC 


Application  of  Fairbury  Telephone  Co.         341 
C.  L.  32] 

TABLE  NO.  1.  J 

Earnings  and  Expenses. 

12  Months  Ending  March  1,  1914. 

Gross  revenue:  Total        Per  station 

Exchange $8,196  12  $13  08 

Toll  . 2,233  80  3  50 


Total $10,429  92  $16  58 


Expenses : 

Operating  .  .. 
Repairs  .  .  . . 
Depreciation 
Taxes 


Total $9,713  30  $15  45 


Net  revenue $716  62  $1  15 

Sundry  net  earnings 332  75  53 


Total  net  earnings $1,049  37  $1  68 

Deduct  interest 296  40  47 


$1  21 


With  regard  to  the  statement  of  earnings  nothing  need 
be  said  at  this  time.  The  Commission  has  attempted  to 
verify  the  iteilis  of  expense  and  profits  and  to  test  their 
reasonableness.  Actual  verification  however,  seems  impos- 
sible, for  until  very  recently  the  company  kept  no  detailed 
account  of  its  expenditures.  However,  the  statement  of 
expense  seems  to  be  a  fairly  accurate  representation  of  the 
current  expenses  of  the  company  and  the  only  item  which 
appears  to  require  special  consideration  is  the  salary  of 
$1,800  per  annum  paid  to  Mr.  Ray  Blaisdell,  the  president 
of  the  company. 

In  order  that  the  Commission  might  have  a  more  com- 
plete understanding  of  the  entire  situation  and  some  knowl- 
edge of  the  condition  of  the  petitioner's  physical  property, 
an  investigation  and  an  examination  of  the  property  was 
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made  by  the  special  examiner  for  the  Commission.  The 
physical  condition  of  the  plant  is  very  poor.  A  large  part 
of  the  original  plant  is  still  in  use  and  by  reason  of  poor 
maintenance  is  in  a  badly  depreciated  condition.  About 
624  stations  are  connected  and  of  this  number  about  350 
are  on  the  south  side  of  town  and  about  275  on  the  north 
side  of  town.  About  17,000  feet  of  new  cable  was  placed  in 
service  a  little  more  than  a  year  ago.  Part  of  this  was 
placed  underground  but  all  the  underground  construction 
is  not  standard  and  considerable  trouble  has  been  experi- 
enced in  maintaining  this  cable  free  from  trouble.  The 
new  aerial  cable  was  placed  on  existing  pole  leads  that 
were  insufficiently  guyed  and  as  a  result  the  messenger  and 
cable  are  in  many  places  very  slack  and  there  are  breaks 
in  the  cable  sheathing  that  will  eventually  cause  trouble. 

The  application  asks  for  authority  to  install  party  line 
business  service  and  party  line  residence  service.  The  in- 
stallation of  party  line  service  for  a  large  class  of  patrons 
is  undoubtedly  a  move  in  the  direction  of  more  economic 
telephone  service  and  there  seems  to  be  no  reason  why  such 
service  should  not  be  offered  provided  that  not  more  than 
two  parties  are  placed  on  any  one  line,  and  provided  further 
that  patrons  are  allowed  to  choose  what  class  of  service 
they  shall  have.  The  effect  of  the  introduction  of  such 
service  with  the  attendant  increase  which  may  be  expected 
in  the  number  of  subscribers  will  cut  down  the  interest  and 
depreciation  and  some  of  the  other  expenses  per  station,  as 
the  amount  of  plant  and  equipment  required  per  station  will 
be  decreased,  but  as  the  business  is  likely  to  be  still  further 
developed,  such  excess  as  exists  beyond  the  present  needs, 
with  the  payment  arranged  for  party  line  service,  will 
hardly  be  greater  than  the  reserve  which  good  business 
management  will  demand. 

The  following  table  shows  the  annual  revenues  which  will 
result  from  the  present  installation  under  the  rates  now  in 
effect  and  under  the  rates  which  the  company  wishes  to 
put  in  effect. 
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Revenues  of  Fairbury  Exchange. 

(With  Installation  as  of  March  I,  1914.) 

Present  rates  Proposed  rales 

Rates    Revenues        Rates     Revenues 

65  independent  business  telephones $24  $1,560  $24  $1,560 

7  two-party  business  telephones 18  126  18  126 

329  independent  residence  telephones.. .  12  3,948  15  4,935 

154  two-party  residence  telephones 9  1,386  12  1,848 

42  mixed  lines  (business  and  residence)  30  1,260  30  1,260 

15  extension  telephones 6  84  6  84 

12  special  lines 141     141 

624  $8,505  $9,954 

The  increase  in  revenues  from  the  proposed  increase  in 
independent  line  and  two-party  line  residence  service  will 
amount  to  $1,449  per  annum,  and  of  this  amount  $516  will 
be  required  to  cover  the  salary  of  an  additional  operator, 
increase  in  office  rent  and  proposed  increase  in  the  salaries 
of  manager  and  repair  men. 

It  is  very  doubtful  whether  the  utility  can  continue  to 
furnish  adequate  telephone  service  at  as  low  cost  as  indi- 
cated above.  If  costs  as  low  as  these  are  continued  it  will 
undoubtedly  be  at  the  expense  of  proper  maintenance  of  the 
plant.  On  the  basis  of  the  present  operating  earnings  the 
property  is  not  producing  enough  revenue  to  cover  oper- 
ating expenses  and  depreciation  and  have  a  fair  return  for 
interest  and  profits. 

It  is  essential  that  immediate  improvements  be  made  to 
the  plant,  particularly  that  part  of  the  plant  on  the  north 
side  of  the  city  of  Fairbury,  and  it  was  brought  out  at  the 
hearing  that  the  petitioner  is  unable  to  secure  the  necessary 
funds  to  make  extensions  and  improvements  by  reason  of 
the  unattractiveness  of  such  investment. 

In  the  light  of  the  facts  as  shown,  the  petitioner  is  un- 
questionably entitled  to  some  immediate  relief.  However, 
it  would  be  unfair  to  the  people  served  by  this  utility  to 
pay  the  increased  rate  for  service  until  the  petitioner  shall 
improve  the  condition  of  the  plant  and  place  the  property 
under  competent  management. 
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An  equitable  rate  schedule  should  be  established  which 
will  yield  a  return  to  the  company  suflScient  to  meet  all 
factors  of  expense  and  provide  a  reasonable  return  on  the 
investment.  However,  by  reason  of  the  present  condition 
of  part  of  the  plant  and  the  absence  of  standard  accounting 
methods  and  business  practices,  it  is  deemed  advisable  by 
the  Commission  to  grant  only  temporary  relief  at  this  time, 
and  determine  the  proper  schedule  of  rates  at  such  time 
as  the  petitioner  has  made  the  necessary  repairs  and  im- 
provements to  the  property  and  such  changes  in  its  methods 
of  ftianagement,  accounting  and  general  business  practices 
as  to  meet  the  requirements  of  the  Commission. 

It  is  therefore,  this  fifth  day  of  June  1914,  by  the  State 
Public  Utilities  Commission  of  Illinois, 

Ordered,  That  the  Fairbury  Telephone  Company  of 
Fairbury,  Illinois,  be  authorized  to  suspend  the  schedule  of 
rates  for  telephone  service  now  in  effect  and  substitute 
therefor  the  following  schedule: 

Classification :  Bates 

Single  line  business  telephones $2  00  per  month 

Two-party  line  business  telephones 1  50  per  month 

Single  line  residence  telephones 1  25  per  month 

Two-party  line  residence  telephones 1  00  per  month 

Extension  telephones 50  per  ^lonth 

It  is  further  ordered,  That  the  petitioner  is  to  make  such 
improvements  to  the  property  as  are  necessary  or  as  may 
later  be  determined  to  be  necessary  by  the  Commission  and 
that  the  petitioner  immediately  make  such  changes  in  its 
methods  of  management,  accounting  and  general  business 
practices  as  shall  meet  the  requirements  of  the  Commission. 

By  order  of  the  Commission,  this  fifth  day  of  June,  1914. 

Dated  at  Springfield,  Illinois. 


[HI 
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In  the  Matter  of  the  Application  of  The  Waverly  Tele- 
phone Company  for  Authority  to  Change  Bates. 

No.  2336. 

Granted  June  5,  1914. 

Slimination   of   Discrimination —At)olltion   of    "Combination    Bates" — 
Discontinuance  of  Special  Bate  to  Post-Office. 

Opinion  and  Order. 

The  application  of  The  Waverly  Telephone  Company  sets 
forth  that  the  petitioner  is  managing  and  operating  a  tele- 
phone system  in  the  towns  of  Waverly,  Loami,  Palyra  and 
Franklin. 

The  petition  further  shows  that  said  company  has  been 
furnishing  service  to  five  or  six  subscribers  at  less  than 
the  regular  rates,  four  of  them  being  so-called  *'  combina- 
tion rates  "  and  one  of  them  a  special  rate  for  the  post- 
oflSce  at  Loami. 

The  petitioner  prays  for  authority  to  change  these  rates 
to  the  regular  rates  in  force. 

This  case  came  on  for  hearing  before  the  Commission 
on  May  20,  1914,  at  Springfield,  Illinois.  The  Commission 
having  heard  the  testimony  in  the  case  and  being  fully 
advised  in  the  premises, 

It  is  hereby  orderedy  That  The  Waverly  Telephone  Com- 
pany shall  abolish  the  so-called  '*  combination  rates  "  and 
shall  charge  for  services  at  the  post-office  at  Loami  the 
regular  rate  of  $1.00  per  month. 

'By  order  of  the  Commission,  this  fifth  day  of  June,  1914. 

Dated  at  Springfield,  Illinois. 


In  the  Matter  of  the  Application  of  the  National  Tele- 
phone AND  Electric  Company  for  Authority  to 
Change  Bates. 

No.  2244. 

Decided  June  5,  1914. 

Impairment  of  Obligation  of  Contract  — ^Abrogation  of  Contract  Fixing 

Discriminatory  Bate  by  Passage  of  Statate  Prohibiting 

Discrimination  in  Bates. 

Held:    That  a  contract  by  which  stockholders  in  a  telephone  company 
transfer  their  interest  in  consideration  of  an  agreement  that  they  shall 
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thereafter  receive  service  at  a  rate  specified  therein,  is  made  subject  to  the 
exercise  of  the  police  power  by  the  State,  and  where  the  rate  fixed  by 
the  contract  is  discriminatory,  the  passage,  under  the  police  power,  of  a 
statute  prohibiting  discrimination  in  rates,  abrogates  the  contract.* 

Eehearing. 

The  original  petition  filed  herein  shows  that  eighty  sub- 
scribers of  the  Clinton  exchange  of  petitioner  have  been 
receiving  service  at  the  rate  of  $12.00  per  annum  and  that 
said  rates  are  lower  than  the  regular  rates  in  effect  for  the 
same  class  of  service.  Upon  the  first  hearing  of  this  mat- 
ter, March  31,  1914,  it  appeared  that  these  subscribers 
owned  their  own  telephones  and  upon  that  question  an 
orderf  was  issued  April  2,  1914,  granting  the  application 
and  authorizing  the  charging  of  the  standard  rate  with  no 
reduction  on  laccount  of  the  ownership  of  the  telephones. 
On  April  20,  1914,  the  Mayor  of  Clin'ton  filed  a  motion  for 
a  rehearing  and  on  April  21, 1914,  J.  M.  McSweeney,  attor- 
ney for  the  eighty  subscribers  affected,  also  filed  a  motion 
for  rehearing.  Both  motions  set  forth  the  fact  that  a  con- 
tract existed  fixing  said  rates. 

A  hearing  on  said  motions,  which  was  treated  as  a  re- 
hearing by  the  Commission  and  by  all  parties  interested, 
was  held  May  18,  1914,  at  the  offices  of  the  Commission  at 
Springfield,  Illinois.  Mr.  Ben  B.  Bot/nton,  attorney,  ap- 
peared in  support  of  the  petition  and  Messrs.  E.  J.  Sweeney 
and  Fred  Ball,  attorneys,  appeared  for  the  eighty  sub- 
scribers. 

By  stipulation  the  follomng  facts  were  agreed  upon  by 
the  parties:  About  eighteen  years  ago  a  telephone  com- 
pany was  organized  at  Clinton  by  the  name  of  The  Clinton 
Mutual  Telephone  Company.  Each  subscriber  to  this 
company  obtained  a  share  of  stock  and  in  payment  there- 
for paid  into  the  company  $30.00.  Upon  the  establishment 
of  a  night  and  day  service  each  of  the  original  subscribers 
who  were  stockholders  paid  $12.00  per  year  for  their  tele- 
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phones.  Other  subscribers  who  were  not  stockholders 
were  required  to  pay  $18.00  a  year  per  telephone.  One, 
J.  D.  Eogers,  managed  the  company  and  in  1901  sold  the 
same  to  the  Farm  and  City  Telephone  Company,  the  prede- 
cessor of  the  petitioner ;  the  contract  provided  that  in  con- 
sideration of  the  stockholders  transferring  their  interest 
in  the  company  to  the  Farm  and  City  Telephone  Company, 
they  should  have,  and  continue  to  have,  telephone  service 
from  each  telephone  then  owned  by  them,  at  the  rate  of 
$12.00  per  year. 

The  contention  of  the  subscribers  is  that  they  have  a 
vested  right  to  that  rate,  that  to  raise  the  rate  from  $12.00 
per  year  to  $18.00  per  year  would  impair  the  obligation  of 
their  contract  and  would  deprive  them  of  their  equitable 
interest  in  the  property. 

The  Nebraska  [State]  Eailway  Commission  in  the  case 
decided  March  23,  1909,  and  reported  in  2  Nebr.  St.  By.  C. 
R.  291,*  held  that  a  contract  with  the  former  owners  of  an 
exchange  providing  that  in  consideration  of  the  transfer  of 
their  property  these  former  owners  should  never  be  charged 
more  than  $1.00  per  month  for  business  telephone  service, 
the  regular  business  rate  being  $1.50,  constitutes  unjust 
discrimination,  and  any  obligation  that  may  have  resulted 
from  the  contract  was  abrogated  by  the  passage  of  the  rail- 
wiay  commission  act. 

The  opinion  of  the  Attorney-General  of  Nebraska  upon 
the  question  was  adopted  by  the  Nebraska  Commission. 
Among  other  things  the  Attorney-General  held  as  follows : 

"  My  judgment  is  that  neither  a  verbal  nor  a  written  agreement  to  this 
effect  is  valid  at  the  present  time.  It  will  be  presumed  that  the  tele- 
phone company  that  made  such  an  agreement  and  the  persons  by  whom 
the  exchange  was  sold  did  so  with  a  knowledge  of  the  authority  of  the 
legislature  to  establish  reasonable  rates  for  common  carriers  and  to  pre- 
vent unjust  discrimination.  When  the  legislature  acted  and  fixed,  either 
directly  or  indirectly,  through  the  Railway  Commission,  another  and  dif- 
ferent rate  of  service  than  that  established  by  the  company  itself,  or 


•  Opinion  No.  12  of  Attorney-General:  In  re  Farmers'  and  Merchants' 
Telephone  Company,  printed  in  II.  Commission  Telephone  Cases,  at 
page  648.—  Ed. 
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when  it  passed  an  act  to  prevent  unjust  discrimination,  any  such  contract 
yields  to  such  legal  inhibition  and  becomes  nugatory. 

The  principle  involved  in  this  question  was  determined  by  the  Supreme 
Court  in  the  ease  of  State  v.  Martyn,  (Neb.)  117  N.W.  719.  In  that 
case  it  was  contended  that  Martyn  was  entitled  to  receive  and  the  railroad 
company  entitled  to  give  transportation  by  reason  of  a  contract  made 
prior  (o  the  enactment  of  the  anti-pass  law;  that  the  anti-pass  law  was 
unconstitutional  because  it  disturbed  vested  rights  arising  out  of  the 
contract  previously  made  and  that  the  anti-pass  law  impaired  the  obli- 
gations of  contract. 


The  court  in  the  case  above  cited  says: 

It  is  also  well  settled  that  the  internal  commerce  of  a  State  —  that 
is  the  commerce  wholly  confined  to  and  carried  on  within  the  limits 
of  a  single  State  —  is  as  much  under  state  control  as  foreign  or 
interstate  commerce  is  under  the  control  of  the  general  government. 
♦  *  *  The  exercise  of  this  power  necessarily  includes  the  right 
to  interfere  with  contract  and  property  rights  so  far  at  least  as  may 
be  necessary  to  prevent  extortion  and  discrimination.  From  even  a 
cursory  examination  of  the  several  acts  of  our  legislature  on  this  sub- 
ject, it  is  apparent  that  the  contract  under  consideration  was,  and  iS; 
discriminatory  in  its  nature.  We  find  that  like  contracts  have  been 
frequently  disclosed  to  be  so.     {State  v.  Martyn,  117  N.  W.  722.) 

I  am  therefore  led  to  the  conclusion  that  this  contract,  being  in  the 
nature  of  an  unjust  discrimination,  is  contrary  to  that  portion  of  the 
railway  commission  act  which  expressly  forbids  the  same,  and  if  said 
contract  was  ever  legal  and  binding  on  the  parties  whether  in  parole 
or  in  writing,  it  is  abrogated  by  the  statute  to  which  I  have  referred." 

The  Interstate  Commerce  Commission  in  the  case  of 
Shoemaker  v.  The  Chesapeake  and  Potomac  Telephone 
Company,  20  I.  C.  C.  R.  614,*  held  that  contracts  between 
old  subscribers  and  the  telephone  company  entered  into 
prior  to  the  regulation  by  Congress  and  valid  when  made, 
cannot,  if  Congress  has  undertaken  to  regulate  the  rates 
and  practices  of  telephone  companies,  be  accepted  as  now 
justifying  different  charges  as  between  different  subscrib- 
ers similarly  situated,  such  undue  discrimination  being  for- 
bidden by  the  act,  and  are  illegal. 

In  the  case  of  Louisville  and  Nashville  Railroad  Com- 
pany V.  Mottley,  219  U.  S.  467,  where  the  railroad  company 


[IlL 


*  Printed  in  Commission  Leaflet  No.  1,  at  page  25. —  Ed. 
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had  given  life  passes  to  Mottley  and  his  wife  as  compensa- 
tion for  damages  sustained,  said  passes  being  given  before 
the  passage  of  the  Interstate  Commerce  Commission  Act, 
the  Supreme  Court  on  Page  478  says : 

"It  is  said,  however,  that,  as  the  contract  of  Mottley  and  wife  with 
the  railroad  company  was  originally  valid,  it  cannot  be  supposed  that 
Congress  intended  by  the  act  of  1906  to  annul  or  prevent  its  enforce- 
ment. But  the  purpose  of  Congress  was  to  cut  up  by  the  roots  every 
form  of  discrimination,  favoritism  and  inequality,  except  in  the  cases 
of  certain  excepted  classes  to  which  Mottley  and  his  wife  did  not  belong, 
and  which  exceptions  rested  upon  peculiar  grounds.  Manifestly,  from 
the  face  of  the  commerce  act  itself.  Congress,  before  taking  final  action, 
considered  the  question  as  to  what  exceptions,  if  any,  should  be  made 
in  respect  of  the  prohibition  of  free  tickets,  free  passes  and  free  trans- 
portation. It  solved  the  question  when,  without  making  any  exception 
of  existing  contrctcts,  it  forbade  by  broad,  explicit  words  any  carrier  to 
charge,  demand,  collect  or  receive  a  'greater  or  less  or  different  com- 
pensation '  for  any  services  in  connection  with  the  transportation  of 
passengers  or  property  than  was  specified  in  its  published  schedule  of 
rates.  The  Court  cannot  add  an  exception  based  on  equitable  grounds 
when  Congress  forebore  to  make  such  exception.  Yturbide  v.  United 
States,  22  How.  290,  293. 


It  is  not  determinative  of  the  present  question  that  the  commerce  act 
as  now  construed  will  render  the  contract  of  no  value  for  the  purpose 
for  which  it  was  made." 

"•  *  *  it  was  said  in  Legal  Tender  Cases,  12  Wall.  550,  551,  that 
'  as,  in  a  state  of  civil  society,  the  property  of  a  citizen  or  subject 
is  ownership,  subject  to  the  lawful  demands  of  the  sovereign,  so 
contracts  must  be  understood  as  made  in  reference  to  the  possible 
exercise  of  the  rightful  authority  of  the  government,  and  no  obli- 
gation of  a  contract  can  extend  to  the  defeat  of  legitimate  govern- 
ment authority.' 

These  principles  control  the  decision  of  the  present  question.  The 
agreement  between  the  railroad  company  and  the  Mottleys  must  neces- 
sarily be  regarded  as  having  been  made  subject  to  the  possibility  that, 
at  some  future  time,  Congress  might  so  exert  its  whole  constitutional 
power  in  regulating  interstate  commerce  as  to  render  that  agreement 
unenforceable,  or  to  impair  its  value.  That  the  exercise  of  such  power 
may  be  hampered  or  restricted  to  any  extent  by  contracts  previously 
made  between  individuals  or  corporations  is  inconceivable.  The  framers 
of  the  Constitution  never  intended  any  such  state  of  things  to  exist." 
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The  case  of  Fitzgerald  and  Company  v.  Grand  Trunk 
Railroad  Company ^  63  Vt.  167,*  the  Supreme  Court  of  that 
State  said : 

**  There  can,  in  the  nature  of  things,  be  no  vested  right  in  an  existing 
law  which  precludes  its  change  or  repeal,  nor  vested  right  in  the  omission 
to  legislate  upon  a  particular  subject  which  exempts  a  contract  from  the 
effect  of  subsequent  legislation  upon  its  subject  matter  by  competent 
legislative  authority.  Cooley,  Constitutional  Limitations^  284,  574; 
Thorpe  V.  Railroad  Company,  27  Vt.  140;  Ogden  v.  Saund^iv,  12  Wheatou 
214;  State  v.  Holmes,  38  N.  H.  225." 

Sections  37,  38  and  39  of  the  ''Act  to  provide  for  the 
regulation  of  public  utilities  '^  in  this  State  prohibit  and 
forbid  any  public  utility  from  charging  any  more  or  less 
than  the  published  rate  and  from  discriminating  as  to 
rates.  No  existing  contracts  are  excepted  from  its  provi- 
sions. The  statute  was  passed  by  the  legislature  in  the 
exercise  of  the  police  powers  of  the  State.  {Munn  v.  Illi- 
nois, 94  U.  S.  113).  The  police  power  cannot  be  contracted 
away.  {Chicago  v.  Chicago  Union  Traction  Company,  199 
111.  259).  This  statute  being  passed  in  the  legitimate  exer- 
cise of  the  police  powers  of  this  State  abrogates  all  con- 
tracts that  fix  discriminatory  rates.  {Atchison,  TopeTca 
and  Santa  Fe  Railway  Company  v.  Bell,  et  al.,  120  Pac.  987 ; 
38  L.  R.  A.  N.  S.  351 ;  Manigault  v.  Springs,  et  al.,  199  U.  S. 
473;  Armour  Packing  Company  v.  United  States,  209  U.  S. 
56 ;  Chicago,  Burlington  and  Quincy  Railroad  Company  v. 
United  States,  209  U.  S.  90.) 

The  Commission  finds  that  the  contracts  in  this  case  are 
discriminatory  and  that  the  Illinois  public  utilities  commis- 
sion law  abrogates  them. 

It  is,  therefore,  ordered.  That  the  petitioner  shall  charge 
each  of  the  eighty  subscribers  the  regular  rates  for  the 
class  of  service  furnished.  The  above  changes  in  rates 
and  charges  shall  be  published  as  provided  by  law  and 
shall  become  effective  as  of  July  1, 1914. 

By  order  of  the  Commission,  this  fifth  day  of  June,  1914 

Dated  at  Springfield,  Illinois. 


[111. 


•22  Atl.  76.— Ed.  ^  , 
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In  the  Matter  of  the  Application  of  the  Plainville  Tele- 
phone Company  for  Authority  to  Change  Rates. 

No.  2379. 

Decided  June  5,  1914, 

Insofflclent  Revenue  —  Increase  in  Bates. 

Application  to  increase  rates  within  the  village  of  Plainville  by  $1.00 
per  year  and  to  increase  the  charge  for  switching  farmer  line  stations 
by  60  cents  per  year. 

The  Commission  found  that  the  existing  rates  were  insufficient  and 
that  the  net  revenue  which  would  result  from  charging  the  proposed 
rates  would  be  materially  reduced  by  the  necessity  of  increasing  the 
salaries  of  operators  on  account  of  the  extension  of  the  service  from 
sixteen  hours  to  eighteen  hours  daily. 

The  schedule  of  rates  proposed  by  the  applicant  was,  therefore, 
authorized.* 

Opinion  and  Order. 

Application  for  authority  to  change  rates  was  filed  by  the 
petitioner  April  21,  1914.  Application  sets  forth  that  the 
petitioner  is  a  public  utility  owning  and  operating  the  tele- 
phone exchange  in  the  village  of  Plainville,  Adams  County, 
Illinois,  and  that  it  is  not  operated  for  profit.  The  lawful 
rates  in  force  and  effect  as  shown  by  the  application  are  as 
follows : 

Classificaiion  Bates 

One  telephone,  one  drop $4  00  per  year 

Two  telephones,  one  line 3  60  per  year 

Three  telephones,  one  line 3  16  per  year 

Four  telephones,  one  line 2  66  per  year 

Five  telephones,  one  line 2  60  per  year 

Six   telephones,  one  line 2  28  per  year 

Seven  telephones,  one  line 2  16  per  year 

Eight  telephones,  one  line 2  04  per  year 

Nine  telephones,  one  line 1  02  per  year 

Ten  telephones,  one  line 1  80  per  year 

Switching  single  message,  where  switching  is  paid  for  by  message,  10 
cents  per  message,  where  line  is  not  in  exchange. 


Editor's  headnote. 
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[HI. 
Application  further  sets  forth  that  the  revenue  from  these 
rates  is  not  suflScient  to  pay  the  operating  expenses  of  the 
utility  and  asks  authority  to  put  into  effect  the  following 
schedule  of  rates : 

Classification  Rates 

Town  lines,  each $3  00  per  year 

Town  drops,  each. 5  00  per  year 

All  farmer  lines  (switching  fee) 2  00  per  year 

Hearing  on  this  matter  was  held  before  the  Commission 
at  Springfield,  Illinois,  on  May  20, 1914.  Mr.  C.  E.  Beavers, 
a  stockholder  and  Mr.  Ralph  Six,  attorney,  appeared  for  the 
petitioner.    No  one  appeared  objecting. 

Petitioner  asked  leave  to  amend  the  petition  and  substi- 
tute a  rate  of  $2.40  per  year  for  switching  farmer  line  sta- 
tions, in  lieu  of  the  rates  of  $2.00  jper  year  as  set  forth  in 
proposed  schedule.  Permission  to  amend  i>etition  was 
granted. 

Und-er  the  proposed  schedule  the  rates  for  service  within 
the  village  are  increased  $1.00  per  year  and  the  charge  for 
switching  farmer  line  stations  is  increased  60  cents  per 
year.  It  developed  from  the  testimony  presented  at  the 
hearing  that  all  lines  and  telephones  are  owned  by  the  sub- 
scribers; that  the  petitioner  owns  only  the  switchboard  and 
that  such  switchboard  and  other  central  office  equipment  is 
valued  at  $250.  The  petitioner  is  serving  224  subscribers 
classified  as  follows : 

Classification  Number 

Independent  line  telephones  in  village 23 

Party  line  telephones  in  the  village 4 

Farmer  line  telephones  (owned  by  subscribers) 197 

Total 224 

It  also  developed  that  all  subscribers  were  notified  of  the 
proposed  changes  in  rates  and  according  to  the  testimony  of 
the  petitioner  no  objections  have  been  made. 

The  revenue  derived  from  the  schedule  of  rates  now  in 
force  and  effect  is  shown  by  the  following  table : 
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Classification  Bates 

23  telephones  in  village  at  $4.00  per  year $92  00 

Four  telephbnes  in  village  at  $2.00  per  year 8  00 

197  farmer  line  telephones 354  00 

Total $454  60 

The  actual  operating  expenses  of  the  petitioner  as  shown 
by  a  statement  submitted  at  the  hearing  are  as  follows : 

Rent   of  house  including  exchange  quarters  and  living  rooms 

for  operator $72  00 

Two  operators   360  00 

Maintenance  and  repairs 48  00 

Depreciation  on  central  office  equipment 25  00 


Total $505  00 

according  to  the  above  statement  there  is  a  net  annual  loss 
of  $41.00. 

The  revenue  that  will  result  from  the  proposed  schedule 
of  rates  is  shown  in  the  following  table : 

23  telephones  in  village  at  $5.00  per  year $115  00 

4  telephones  in  village  at  $3.00  per  year 12  00 

197  farmer  line  telephones  at  $2.40  per  year 472  80 

Total $599  80 

which,  according  to  the  statement  of  annual  expenses  set 
forth  above,  will  leave  a  net  revenue  of  $135.80. 

It  appears  that  until  recently  the  utility  furnished  a  six- 
teen-hour  service,  that  is,  the  exchange  was  open  each  day 
from  5 :00  A.M  until  9 :00  p.m.  and  on  account  of  the  demand 
on  the  part  of  the  subscribers  for  a  more  extensive  service 
an  eighteen-hour  service  is  now  given,  the  exchange  opening 
at  4 :00  A.  m.  and  closing  at  10 :00  p.  m.  In  order  to  main- 
tain this  service  it  will  be  necessary  for  the  utility  to  in- 
crease the  salaries  of  the  operators  $120  per  year,  which 
will  reduce  the  net  revenue  as  shown  by  the  above  statement 
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to  $15.80  and  this  amount  will  be  applied  to  maintenance 
and  repairs. 

It  is,  therefore,  ordered,  That  the  proposed  schedule  of 
rates  as  set  forth  above  shall  become  effective  on  July  1, 
a914. 

By  order  of  the  Commission,  this  fifth  day  of  June,  1914. 
Dated  at  Springfield,  Illinois. 


[DL 


In  the  Matter  of  the  Application  of  the  Pike  County 
Telephone  Company  for  Authority  to  Change  Con- 
cession Charges  at  Its  Pearl  Exchange  to  Its  Stand- 
ard Rates. 

No.  2450. 

Granted  June  5,  1914. 

Discriminatory  Practices  —  Elimination  of  Concessions  to  Subscribers  Own- 
ing Instruments— Authorization  of  Payment  of  Rental  by  the  Com- 
pany for  Instruments  Owned  by  Subscribers  —  Determina- 
tion   of    Maximum    Bental    for    Instruments  — 
Switching  Charge  for  Farmer  Lines. 

Opinion  and  Order. 

The  petition  filed  herein  shows  that  certain  concession 
charges  are  in  effect  at  the  petitioner's  exchange  at  Pearl, 
Illinois. 

The  petitioner  further  shows  that  certain  subscribers  who 
own  their  own  instruments  are  allow^ed  a  reduction  of  $3.00 
per  year  from  the  regular  rate  and  avers  the  fact  to  be  that 
the  practice  of  allowing  this  reduction  has  become  so  univer- 
sal over  its  entire  system  that  it  would  be  detrimental  to  its 
business  to  change  same  at  once. 

The  petition  also  sets  forth  the  fact  that  the  switching 
rate  at  this  exchange  for  rural  subscribers,  on  farmer  lines 
owned  and  controlled  by  them  to  city  limits,  at  present  is 
$2.00  per  year,  and  that  the  regular  rate  for  such  service 
over  its  entire  system  is  $3.00  per  year.  The  petitioner 
asks  for  authority  to  abolish  concession  charges  in  eflFect 
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and  to  substitute  therefor  the  regular  rate  in  effect  for  the 
class  of  service  furnished,  and  to  raise  the  switching  rate 
from  $2.00  to  $3.00  per  year. 

On  June  2,  1914,  the  case  came  on  for  hearing  at  the 
office  of  the  Commission  at  Springfield,  Illinois. 

E.  D.  Glandon,  manager  of  petitioner,  and  Ben  B.  Boyn- 
ton,  attorney  for  petitioner,  appeared  in  support  of  the  peti- 
tion.    No  one  appeared  in  opposition. 

The  Commission,  having  heard  the  testimony  and  being 
fully  advised  in  the  premises,  finds  that,  under  the  facts  and 
circumstances  appearing  in  this  case,  the  concession 
charges  set  forth  in  the  petition  are  discriminatory  and 
should  be  abolished  and  the  standard  rates  substituted 
therefor. 

That  under  the  law  it  is  a  discrimination  to  allow  the 
owners  of  telephones  a  reduction  on  account  of  such  o\raer- 
ship.  However,  this  does  not  prohibit  the  company  from 
renting  the  telephone,  provided  no  more  than  a  reasonable 
rental  is  paid  therefor,  and  in  this  case,  where  the  evidence 
shows  that  the  cost  of  each  instrument  to  the  owTiers  is  ap- 
proximately $10.00,  the  rental  should  not  exceed  $1.60  per 
year  for  each  telephone. 

That  the  switching  rate  of  $3.00  per  year  is  justifiable  in 
this  case. 

It  is,  therefore,  ordered,  That  the  concession  charges 
above  mentioned  be  abolished  and  the  petitioner  charge  its 
subscribers  for  each  telephone  installed  the  regular  rate  for 
the  class  of  service  furnished. 

It  is  further  ordered.  That  no  reduction  in  rates  and 
charges  be  allowed  on  account  of  the  ownership  of  tele- 
phones by  the  subscribers,  and  that  the  petitioner  be  author-* 
ized  to  rent  said  telephones  from  the  subscribers  at  a  rental 
not  exceeding  $1.60  per  telephone. 

It  is  further  ordered  that  the  petitioner  be  authorized  to 
charge  a  rate  of  $3.00  per  year  for  switching  rural  sub- 
scribers on  farmers'  lines  owned  and  controlled  by  them; 
and  charges  shall  be  published  as  provided  by  law ;  and  abol- 
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ishment  of  concession  charges  and  reductions  allowed  to 
subscribers  owning  their  own  telephones  shall  become 
effective  on  the  date  of  this  order;  and  the  change  in 
switching  rates  shall  become  effective  on  August  1,  1914. 

By  order  of  the  Commission,  this  fifth  day  of  June,  19)4. 

Dated  at  Springfield,  Illinois.* 


[DL 


In  the  Matter  of  the  Application  of  the  People's  Mutual 
Telephone  Company  for  Authority  to  Change  Rates. 

No.  2484. 

Granted  June  5,  1914, 
Discontinaaiice  of  Discrlmlnatioii  in  Favor  of  Stockholders. 

Opinion  and  Order. 

This  is  an  application  for  authority  to  discontinue  dis- 
criminatory rates  and  charges  as  applied  to  stockholders 
and  non-stockholders.  Application  filed  May  9,  1914,  sets 
forth  that  the  petitioner  is  a  public  utility  engaged  in  the 
management  and  operation  of  a  telephone  system  in  the  vil- 
lage of  Davis,  Stevenson  County,  Illinois,  and  that  as  such 
public  utility  it  is  subject  to  the  provisions  of  an  ^^Act  to 
provide  for  the  regulation  of  public  utilities/' 

Application  sets  forth  that  the  rates  charged  stockholders 
for  all  classes  of  service  are  less  than  the  rates  charged  non- 
stockholders, and  the  petitioner  asks  authority  to  change 
the  rates  charged  stockholders  in  order  that  there  may  be 


.  •  A  similar  opinion  and  order  were  issued  In  the  Matter  of  the  Appli- 
cation of  Pike  County  Telephone  Company  for  Authority  to  Change 
Concession  Charges  at  its  Neho  Exchange  to  its  Standard  Rates.  No. 
2451.    June  5,  1914. 

The  elimination  of  concessions  to  subscribers  owning  instruments  and 
the  payment  of  instrument  rentals  was  authorized  upon  application  of 
the  Pike  County  Telephone  Company  in  three  other  instances:  Milton 
exchange  (No.  2452) ;  Pleasant  Hill  exchange  (2453) ;  Rockport  exchange 
(2454) ;  the  orders  in  each  instance  being  dated  June  5,  1914. —  Ed. 
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no  discrimination  in  rates  as  applied  to  stockholders  and 
non-stockholders. 

In  accordance  with  the  ruling*  of  this  Commission  it  is 
unlawful  to  exact  a  higher  rate  from  subscribers  who  are 
not  stockholders,  directors  and  officers  of  the  public  utility 
than  from  subscribers  who  are  stockholders,  directors  and 
officers;  the  subscriber  who  is  a  stockholder  has  no  rights 
or  privileges  which  are  denied  to  a  subscriber  who  is  not  a 
stockholder;  and  the  stockholder  must  look  to  the  profits  of 
the  business  for  his  return  on  his  investment.  A  public 
hearing  in  this  case  is  considered  unnecessary. 

And  it  is,  therefore,  This  fifth  day  of  June  1914,  by  the 
State  Public  Utilities  Commission  of  Illinois, 

Ordered,  That  the  discriminatory  rates  and  charges  as 
applied  to  stockholders  and  as  set  forth  in  the  application 
of  the  petitioner,  the  People's  Mutual  Telephone  Company, 
are  to  be  immediately  discontinued. 

By  order  of  the  Commission,  this  fifth  day  of  June,  1914. 

Dated  at  Springfield,  Illinois.! 


♦  Conference  Ruling  No.  8,  April  24,  1914,  printed  in  Commission 
Leaflet  No.  31,  at  page  31.—  Ed. 

t  Similar  orders  were  issued  upon  applications  by  the  following  com- 
panies, the  orders  in  each  instance  being  dated  June  5,  1914: 

Boston  Farmers*  Mutual  Telephone  Company  (No.  2465). 

Fruitville  Telephone  Company  (No.  2466). 

Crab  Orchard  Telephone  Company  (No.  2485). 

Washington  County  Mutual  Telephone  Company  (No.  2486). 

Star  Telephone  Company  (No.  2530). 

Farmers'  Telephone  Company  (No.  2531). 

Dahlgren  People's  Telephone  Company  (No.  2534). 

Dawson  Township  Mutual  Telephone  Company  (No.  2537). 

Cordova  Telephone  Company  (No.  2543). 

Vernon  and  Shohonier  Telephone  Company  (No.  2557). 

Mutual  Telephone  Company  of  White  Health  (No.  2562).— Ed. 
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Commercial  Telephone  and  Telegraph  Company  v.  Village 
OF  Crossville  et  al.: 

In  re  Application  for  an  Order  Restraining  Respondents 
FROM  Interfering  with  the  Operation  of  Petitioner's 
Telephone  Exchange  in  the  Village  of  Crossville. 

No.  2140. 

Decided  June  12,  1914. 

What  Oonstltates  a  PubUc  UtiUty —^  Operation  ^thout  Authority  —  Bates 
Charged  by  Company  Legally  Occupying  Field. 

Complaint  of  Commercial  Telephone  and  Telegraph  Company  prayings 
for  an  order  restraining  the  respondent  from  operating  a  telephone  sys- 
tem in  Crossville  without  having  secured  authority  to  do  so  from  the 
Commission. 

The  respondent  alleged  that  it  was  not  operating  as  a  public  utility  and 
not  operating  for  profit  and  was,  therefore,  not  subject  to  the  jurisdiction 
of  the  Commission,  and  further  that  the  complainant  had  increased  its 
rates  without  authority. 

It  appeared  in  evidence  that  anyone  could  secure  service  from  the 
respondent  by  paying  his  proportionate  share  of  the  cost  of  operation. 

Held:  That  respondents  are  undertaking  to  operate  a  telephone  system 
for  public  use,  «.  e.,  a  public  utility,  in  a  village  already  served  by  another 
company,  and  without  first  having,  secured  from  the  Commission  a  certifi- 
cate of  public  convenience  and  necessity. 

That  the  complainant  has  increased  its  rates  without  authority. 

Ordered,  That  the  respondents  discontinue  operation  until  they  shall 
have  secured  a  certificate  and  that  the  complainant  discontinue  charging 
the  increased  rates. 

The  Commission  expressly  omitted  to  pass  upon  the  question  as  to 
whether  the  respondents  would  be  entitled  to  a  certificate  upon  proper  ap- 
plication.* 

Opinion  and  Order. 
The  Commercial  Telephone  and  Telegraph  Company, 
petitioner,  avers  that  it  is  operating  a  telephone  exchange 
in  the  village  of  Crossville,  Illinois,  as  a  successor  to  the 
AVestfall  Telephone  Company,  under  and  by  virtue  of  an 
ordinance  granted  by  said  \dllage  to  the  Westfall  Telephone 
Company  on  March  7, 1910 ;  that  on  July  25, 1913,  said  West- 
fall  Telephone  Company  sold  and  transferred  its  property 
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and  assigned  its  rights  to  the  above  mentioned  ordinance  to 
the  petitioner;  that  thereupon  the  petitioner  took  posses- 
sion of  said  property  and  has  up  to  the  present  time  oper- 
ated said  telephone  exchange  in  compliance  with  the  terms 
of  said  ordinajice;  and  that  the  petitioner  is  furnishing 
adequate  service  at  reasonable  ra^tes. 

The  petition  further  avers  that  the  individuals  made  re- 
spondents herein,  on  or  about  January  20, 1914,  erected  on 
the  streets  and  public  ways  of  said  village,  poles,  and  strung 
wires  thereon  and  connected  said  wires  with  the  switchboard 
which  was  located  in  the  home  of  one  of  the  respondents  in 
said  village  and  that  without  legal  grant  or  permission  said 
respondents  are  attempting  to  maintain  and  operate  a  tele- 
phone exchange  and  render  telephone  service  in  the  village 
of  Crossville. 

The  prayer  of  the  petitioner  is  that  the  Conamission  shall 
issue  an  order  directed  to  the  village  of  Crossville  and  the 
individuals  made  respondents  herein  restraining  them  from 
constructing  telephone  lines  and  from  operating  a  telephone 
exchange  in  the  village  of  Crossville  until  duly  authorized, 
as  provided  by  law. 

In  their  answer  the  respondents  deny  that  the  petitioner 
has  been  furnishing  the  telephone  service  at  reasonable 
rates,  and  charge  that  the  petitioner  has  since  January  1, 
1914,  increased  its  rates,  without  authority  of  law,  so  that 
its  present  rates  are  now  in  excess  of  those  in  effect  July  1, 
1913.     Eespondents  answer  further  as  follows : 

"  Respondents  admit  that  they  have  placed  a  switchboard  in  the  resi- 
dence of  A.  J.  Mitchell  of  Crossville  and  have  connected  their  own  pri- 
vate lines  thereto;  that  they  are  not  conducting  a  public  utility  and  have 
an  absolute  unqualified  right  to  so  do;  that  they  have  established  a  tele- 
phone exchange  merely  for  the  mutual  advantage  of  themselves  and  their 
families  and  that  it  is  not  conducted  for  profit  but  that  each  of  said  par- 
ties pays  a  proportionate  part  of  the  expenses  of  the  switchboard  and  in 
addition  keeps  up  his  own  line;  that  they  do  not  charge  any  toll  fee;  do 
not  serve,  or  attempt  to  serve,  the  general  public  in  any  way;  make  or 
collect  no  profit  on  their  venture;  and  are  not  within  the  jurisdiction  of 
the  public  utilities  law,  of  the  State  of  Illinois." 

The  hearing  was  heard  at  the  office  of  this  Commission  at 
Springfield,   Illinois,   February    17,  and   18,    1914.     John 
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Lynch,  attorney,  appeared  for  the  petitioner;  C.  8,  Conger, 
Jr.,  attorney  appeared  for  the  respondents. 

The  first  question  presented  in  this  case  is  as  to  whether 
the  respondents  are  operating  a  public  utility.  It  appears 
from  the  testimony  that  they  are  occupying  -the  streets  and 
public  ways  of  the  village  of  Crossville  with  their  poles, 
wires  and  appliances  and  have  connected  said  telephone 
wires  with  a  switchboard  which  they  have  installed  in  said 
village. 

It  also  appears  that  at  the  time  of  the  hearing  there  were 
several  farmers'  lines  connected  with  said  switchboard  and 
that  some  of  the  doctors  and  merchants  of  the  village  are 
connected  with  said  exchange;  that  other  of  the  business 
men  of  the  village  are  preparing  to  connect  with  said 
board.  In  fact  the  testimony  shows  that  all  of  the  mer- 
chants of  the  village  except  one  are  preparing  to  connect 
with  said  switchboard. 

It  further  appears  from  the  testimony  that  practically 
any  one  located  in  the  village  can  secure  telephone  service 
from  the  respondjBut  by  paying  his  pro  rata  of  the  cost  of 
the  system.  At  the  present  time  there  are  about  140  tele- 
phones connected  with  respondents'  switchboard  in  the 
\dllage  and  the  testimony  shows  that  the  respondents  are 
expecting  to  increase  this  number  to-  240,  with  the  result 
that  a  telephone  user  on  any  of  the  farmers-'  lines  that  con- 
nect with  said  switchboard  will  then  be  able  to  communi- 
cate with  practically  all  the  merchants  and  with  as  many 
of  the  other  citizens  in  the  village  of  Crossville  as  may 
care  to  connect  with  said  switchboard. 

It  quite  clearly  appears  from  the  facts  and  circumstan- 
ces in  this  case  that  the  individuals  made  respondents  in 
this  case  are  installing  and  seeking  to  operate  a  telephone 
system  for  public  use  in  a  village  of  about  six  hundred 
people,  which  village  is  already  served  by  one  telephone 
company,  without  first  securing  from  this  Commission  a 
certificate  of  public  convenience  and  necessity. 

The  Commission  being  fully  advised  in  the  premises 
finds : 
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First:  That  the  respondents  herein  are  installing  and 
seeking  to  operate  a  public  utility  without  having  secured 
from  this  Commission  a  certificate  of  public  convenience 
and  necessity; 

Second  :  That  the  petitioner  has  without  authority  from 
this  Commission  increased  its  rates  that  were  in  effect  on 
July  1,  1913. 

It  is,  therefore,  ordered.  That  the  individuals  made  re- 
spondents herein,  shall  discontinue  the  operation  of  a  tele- 
phone system  in  the  village  of  Crossville,  Illinois,  until 
such  time  as  they  shall  have  secured  from  this  Commis- 
sion a  certificate  of  public  convenience  and  necessity.  The 
Commission,  however,  does  not  at  this  time  pass  upon  the 
question  as  to  whether  the  respondents  would  be  entitled 
to  such  a  certificate  upon  proper  application  therefor 
being  made. 

It  is  further  ordered,  That  the  petitioner  shall  discon- 
tinue charging  its  increased  rates  and  shall  substitute 
therefor  the  rates  that  were  in  effect  on  July  1, 1913. 

By  order  of  the  Commission,  this  twelfth  day  of  June, 
1914. 

Dated  at  Springfield,  Illinois. 


In  the  Matter  of  the  Application  of  The  Fayette  Home 
Telephone  Company  for  an  Order  Restraining  Wil- 
liam Kepner  et  al.  from  Constructing  and  Operating 
A  Telephone  System  in  the  Village  of  Laclede, 
Illinois,  without  First  Securing  a  Certificate  of 
Public  Convenience  and  Necessity. 

No.  2181. 

Decided  June  12,  1914. 

VThMX  Constitutes  a  PubUc  UtiUty  —  Operatioii  ^thout  Authority  of  Oom- 
mission  —  UnsatiBfactory  Seryice  of  Oompany  Legally  Occupying  Field. 

Complaint  by  The  Fayette  Home  Telephone  Company  asking  that  the 
respondents  be  restrained  from  constructing  a  telephone  system  in  the 
village  of  Laclede  without  securing  a  certificate  of  public  convenience 
and  necessity. 
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The  respondent  alleged  that  the  complainant's  plant  and  equipment 
were  in  a  dilapidated  condition  and  that  the  system  which  the  respondents 
proi)osed  to  install  would  be  operated  on  a  purely  mutual  basis  and  would 
not  therefore  be  within  the  jurisdiction  of  the  Commission. 

It  appeared  that  the  respondents  proposed  to  install  a  system  with  long 
distance  connections  and  to  render  sen^ice  to  all  parties  taking  stock  in 
the  respondents'  company,  this  privilege  being  open  to  all  desiring  service. 
The  system  was  not  to  be  operated  for  profit. 

It  further  appeared  that  the  complainant's  sen-ice  was  inadequate  and 
unsatisfactory  and  that  its  equipment  was  in  poor  condition,  but  that  an 
effort  in  good  faith  was  being  made  by  the  complainant  to  improve  its 
equipment  and  service  and  that  with  the  improved  service  proposed  the 
complainant  would  be  in  a  position  to  afford  adequate  and  satisfactory 
service. 

The  Commission  held  that  the  system  proposed  to  be  installed  by  the 
respondents  was  in  effect  a  public  utility  and  directed  the  respondents  to 
discontinue  the  installation  of  the  system  until  a  certificate  of  public 
convenience  and  necessity  should  have  been  secured  from  the  Commission. 

The  complainant  was  ordered  to  furnish  adequate  service  and  to  that 
end  to  make  the  necessary  improvements  in  its  plant. 

The  Commission  expressly  omitted  to  pass  upon  the  question  as  to 
whether  the  respondents  would  be  entitled  to  a  certificate  upon  proper 
application.* 

Opinion  and  Order. 

The  petition  in  this  case  avers  that  The  Fayette  Home 
Telephone  Company  now  owns  and  operates  a  telephone 
exchange  in  the  village  of  Laclede,  Illinois,  and  that  said 
exchange  is  connected  with  several  other  towns  in  that 
vicinity  and  that  through  said  exchange  said  petitioner  is 
adequately  serving  that  community  and  at  reasonable  rates. 

The  petition  further  avers  that  the  village  of  Laclede  has 
a  population  of  about  two  hundred  and  that  the  petitioner 

"  has  every  reason  to  believe  and  does  believe  that  a  company  has  been 
organized  with  William  Kepner  (one  of  the  respondents  herein)  as  presi- 
dent, to  construct  another  system  and  to  put  in  another  telephone  ex- 
change in  said  village  of  Laclede,  and  that  said  company  is  now  endeavor- 
ing to  purchase  supplies  for  the  erection  and  construction  of  said  tele- 
phone system." 

The  prayer  of  the  petition  is  that  said  telephone  com- 
pany, the  name  of  which  is  stated  to  be  unknown  to  the 
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petitioner  but  of  which  William  Kepner  is  said  to  be  presi- 
dent, be  restrained  and  prevented  from  purchasing  supplies 
and  from  constructing  or  erecting  such  additional  telephone 
system  in  the  village  of  Laclede  until  such  time  as  said 
company  shall  obtain  from  this  Commission  a  certificate  of 
public  convenience  and  necessity. 

The  respondents  answered  denying  that  the  petitioner 
is  furnishing  adequate  service  and  charging  that  the  plant 
and  equipment  of  the  petitioner,  including  its  poles,  and 
wires  are  worn  out  and  in  a  dilapidated  condition;  that 
many  of  its  poles  are  broken  down  and  that  its  wires  are 
rusty  and  some  of  them  are  hanging  from  the  poles;  that 
many  of  its  lines  are  laid  upon  fences  and  attached  to  trees, 
etc.,  and  that  on  January  1,  1914,  the  petitioner  notified  its 
patrons  that  its  rates  for  the  various  classes  of  service  ren- 
dered would  be  increased. 

The  respondents  admit  that  they  propose  and  are  pre- 
paring to  establish  another  telephone  system  in  the  village 
of  Laclede  but  claim  that  it  will  be  on  a  purely  mutual 
basis  and  that  it  will  not  cojne  within  the  jurisdiction  of 
this  Commission. 

This  case  came  on  for  hearing  before  the  Commission  at 
Springfield  on  March  17,  1914.  G.  T.  Turner^  attorney, 
appeared  for  the  petitioner.  Earl  C.  Hug  gins  appeared  for 
the  respondents. 

The  testimony  in  this  case  shows  that  the  petitioner  owns 
and  operates  telephone  exchanges  in  the  villages  of  Laclede, 
St.  Elmo  and  Loogootee,  and  that  each  of  said  exchanges 
is  connected  with  the  other  two;  that  petitioner  has  about 
four  hundred  subscribers  to  its  own  exchange  and  that  it 
performs  switching  service  for  several  farm  and  rural  lines 
that  connect  with  its  exchanges  in  the  above  villages.  It 
appears  that  a  subscriber  to  one  of  petitioners'  exchanges 
can  secure,  without  extra  charge,  communication  with  about 
2,200  telephones  in  that  locality. 

The  testimony  further  shows  that  at  the  time  of  the  hear- 
ing some  of  petitioner's  lines  were  in  somewhat  dilapidated 
condition,  many  of  the  poles  were  down  and  some  of  the 
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wires  were  broken  and  hanging  from  their  fastenings ;  that 
some  of  the  lines  were  entirely  removed  from  the  iK)les  and 
were  left  lying  along  the  top  of  fences  or  attached  to  trees, 
etc.  This  condition  in  part,  at  least,  seems  to  be  due  to 
unusually  heavy  sleet  storms  that  occurred  in  that  locality 
during  the  months  of  January  and  February,  1914. 

It  appears  that  the  petitioner  has  made  some  provision 
for  the  repair  or  replacement  of  its  equipment  and  for 
improvement  of  its  service,  and  to  that  end  it  has  installed 
a  new  switchboard  in  the  village  of  Laclede.  It  has  also 
done  considerable  reconstruction  work  in  that  village,  hav- 
ing entirely  replaced  one  line  in  the  village.  At  the  time 
of  the  hearing  petitioner  had  on  hand  about  three  thousand 
dollars'  worth  of  material  with  which  to  carry  on  future 
repairs  an<l  improvement  of  its  lines  and  Cvjuipment. 

With  reference  to  the  nature  and  the  character  of  the 
telephone  system  which  the  respondents  are  seeking  to 
establish,  it  appears  from  the  testimony  that  Mr.  Kepner 
and  his  associates  propose  to  install  in  the  village  of 
Laclede  a  switchboard  to  which  they  expect  to  connect  sev- 
i^jral  of  the  famiers'  lines  that  now  connect  with  the  switch- 
board of  the  petitioner  in  that  village.  The  new  exchange 
would  not  be  operated  for  profit  but  it  would  be  connected 
with  various  farmers'  lines  in  that  locality,  and  its  aim 
would  be  to  give  quite  extensive  service.  This  is  stated  by 
Mr.  Kepner  in  the  following  language: 

*'  We  wa:it  tt)  },e  ut'\'^\ihor\y.  We  want  to  iro  all  over  the  country.  That 
i>  our  i]i!eniion.    If  we  woiiM  have  three  exrhaiitres  that  is  what  we  want.'' 

It  also  appears  from  Mr.  Kepner 's  testimony  that  any- 
one in  the  connnunity  that  desired  service  from  the  pro- 
l)osed  exchange  of  the  respondents  could  secure  the  same 
by  taking  stock  in  respondent 's  company ;  that  no  one  would 
be  barreil  from  coming  into  the  new  company  and  securing 
service  therefrom,  if  such  ser\'ice  was  desired.  It  also 
appears  that  the  respondents  propose  to  connect  with  long 
distance  telephone  companies,  so  that  communication  may 
be  had  with  points  not  reached  by  their  own  line.    No  part 
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of  the  toll  charge  for  such  long  distance  service,  however, 
would  be  retained  by  the  respondent  company. 

While  the  testimony  shows  that  the  service  furnished  by 
the  petitioner  is  neither  adequate  nor  satisfactory,  and  that 
its  poles,  wires  and  other  equipment  are  not  in  good  con- 
dition, yet  it  further  appeared  at  the  hearing  that  an  effort 
in  good  faith  was  being  made  by  the  petitioner  to  improve 
its  equipment  and  service,  and  in  fact  that  certain  improve- 
ments had  been  nlade  and  additional  work  was  then  under 
way.  It  also  appears  that  with  the  improved  service  which 
the  petitioner  proposes  to  furnish  it  will  be  in  position  to 
fully  and  adequately  serve  the  village  of  Laclede  and  the 
surrounding  community  with  satisfactory  telephone  service. 

The  Commission  is  of  the  opinion  that  the  telephone  plant 
proposed  to  be  constructed  by  the  respondent  is  in  fact  a 
public  utility  within  the  meaning  of  the  ^^Act  to  provide 
for  the  regulation  of  public  utilities/' 

The  Commission  have  considered  the  testimony  and  the 
arguments  of  counsel,  and  being  fully  advised  in  the 
premises, 

Does  hereby  order,  That  the  respondents  are  without 
authority  to  install  or  operate  a  telephone  system  in  the 
village  of  Laclede,  Illinois,  and  the  surrounding  commun- 
ity; and  that  they  shall  discontinue  the  installation  or 
operation  of  a  telephone  system  in  that  community  until 
such  time  as  they  shall  have  secured  from  this  Commission 
a  certificate  of  public  convenience  and  necessity.  This 
Commission,  however,  does  not  at  this  time  pass  upon  the 
question  as  to  whether  the  respondents  would  be  entitled  to 
such  a  certificate  upon  proper  application  therefor  being 
made. 

It  is  fnrther  ordered,  That  the  petitioner.  The  Fayette 
Home  Telephone  Company,  shall  forthwith  furnish  ade- 
quate service,  and  to  that  end  it  shall  make  such  improve- 
ments in  its  plant  and  equipment  as  may  be  necessary  to 
enable  it  to  comply  with  this  order. 

By  order  of  the  Commission,  this  twelfth  day  of  June, 
1914. 

Dated  at  Springfield,  Illinois. 
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In  the  Matter  of  the  Application  of  Cooksville  Tele- 
phone CoMPANV  FOR  Authority  to  Change  Rates. 

No.  2233. 

Granted  June  12,  1914, 

Bevlslon  of  Schedule  to  Provide  for  I>ep!reciatlon  and  Betiim  on  Invest^ 

ment  —  Elimination  of  Discrimination  in  Favor  of  Stockliolders  — 

Increase  in  Rate  for  Business  Telephones  —  Establishment 

of  Rates  for  Extension  Telephone  and  Extension  Bells. 

Application  to  discontinue  present  schedule  and  substitute  therefor  a 
schedule  eliminating  discrimination  in  favor  of  stockholders  and  provid- 
ing for  an  increase  of  $1.00  per  year  in  the  rate  for  business  telephones 
and  for  the  establishment  of  rates  for  extension  telephones  and  extension 
bells. 

It  appeared  that  the  applicant  had  never  made  any  provision  for  de- 
preciation and  had  never  paid  any  dividends  and  that  it  desired  to  revise 
its  schedule  in  order  to  make  provision  for  both  of  these  in  the  future. 
No  objection  to  the  proposed  schedule  was  made  by  the  subi^cribers. 

Application  granted.* 

Opinion  and  Order. 

The  application  in  this  matter  was  filed  March  7,  1914, 
and  sets  forth  that  the  applicant  is  a  corporation  organized 
and  doing  business  under  the  laws  of  the  State  of  Illinois, 
with  headquarters  at  Cooksville,  and  is  a  public  utility 
engaged  in  the  management  and  operation  of  a  telephone 
system  in  that  city  and  vicinity.  As  set  forth  in  the  appli- 
cation the  rates  of  the  applicant  now  in  effect  are  as 
follows : 

Classification  Rates 

Business  telephones,  stockholders $9  00  per  year. 

Residence  telephones,  stockholders 6  00  per  year. 

Busin<'ss  telej)hones,  non-stockholders 15  00  per  year. 

Residence  telephones,  n on -stockholders 15  00  per  year. 

The  application  sets  forth  that  the  rates  charged  to 
stockholders  are  discriminatory  and  that  it  is  the  desire  of 
the  applicant  to  comply  with  the  Illinois  public  utilities 
commission  law  and  charge  all  of  its  patrons  the  same  rate 
for  the  same  class  of  service.     Application  further  sets 
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forth  that  the  applicant  desires  to  establish  a  sinking  fund 
or  depreciation  reserve  fund  and  also  to  pay  a  reasonable 
dividend  to  the  stockholder. 

The  applicant  asks  authority  to  put  into  effect  the  fol- 
lowing schedule  of  rates : 

Classification  Rates 

Business  telephones  to  all  subscribers $16  00  per  year. 

Residence  telephones  to  all  subscribers 15  00  per  year. 

Extension  telephones  to  all  subscribers 6  00  per  year. 

Extension  bells  to  all  subscribers 1  50  per  year. 

Hearing  was  held  at  Springfield,  Illinois,  on  March  31, 
1914.  Frank  Gillespie ^  attorney,  and  Thomas  Arnold  ap- 
peared for  the  applicant.    No  one  appeared  objecting. 

The  discussion  at  Ihe  hearing  related  largely  to  the  dis- 
criminatory rates  that  apply  to  stockholders.  It  developed 
that  the  company  has  250  subscribers;  150  of  these  are 
stockholders  and  100  are  non-stockholders.  The  physical 
property  consists  of  a  lot  upon  which  there  is  located  the 
exchange  building  and  a  small  residence  which  is  occupied 
by  the  manager  of  the  company,  and  the  pole  lines,  wires, 
fixtures  and  equipment  necessary  to  furnish  service  to  250 
subscribers. 

According  to  the  testimony  of  the  manager,  the  entire 
plant  is  in  good  condition  and  the  present  value  of  tli(^ 
physical  property  is  about  $10,000.  It  further  developed 
that  the  utility  has  never  made  any  provision  for  depreci- 
ation and  has  never  paid  a  dividend  to  its  stockholders. 
The  proposed  schedule  of  rates  was  adopted  by  the  direc- 
tors of  the  company  on  January  10,  1914,  and  no  objection 
has  been  made  by  any  of  the  stockholders  or  non-stock- 
holders who  are  subscribers  to  the  service. 

The  schedule  provides  for  an  increase  of  $1.00  per  year 
on  the  present  rates  for  business  telephones  and  the  estab- 
lishment of  a  rate  for  extension  telephones  and  extension 
bells  as  well  as  the  discontinuance  of  discriminatory  rates. 

In  accordance  wdth  the  ruling*  of  this  Commission  it  is 

•  Conference  Ruling  No.  8,  printed  in  Connnission  Leaftet  No.  31,  at 
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unlawful  to  exact  a  higher  rate  from  subscribers  who  are 
not  stockholders,  directors  and  oflBcers  of  a  public  utility 
than  from  subscribers  who  are  stockholders,  directors  and 
officers  of  the  public  utility;  the  subscriber  who  is  a  stock- 
holder has  no  rights  or  privileges  which  are  denied  to  a 
subscriber  who  is  not  a  stockholder  and  a  stockholder  must 
look  to  the  profits  of  the  business  for  his  return  on  his 
investment. 

It  is,  therefore,  ordered.  That  the  discriminatory  rates 
and  charges  with  respect  to  stockholders  are  to  be  discon- 
tinued and  the  petitioner  is  authorized  to  change  the  rates 
for  business  telephones  from  $15.00  per  year  to  $16.00  per 
year. 

It  is  further  ordered,  That  the  petitioner  be,  and  it  hereby 
is,  authorized  to  make  a  rate  of  $6.00  per  year  for  extension 
telephones  and  a  rate  of  $1.50  for  extension  bells. 

The  above  rates  shall  go  into  effect  on  July  1,  1914,  and 
shall  be  filed  and  published  as  provided  by  law. 

By  order  of  the  Commission,  this  twelfth  day  of  June, 
1914. 

Dated  at  Springfield,  Illinois. 


[EL 


In  the  Matter  of  the  Application  of  the  Pittsfield  Tele- 
phone Exchange  for  Authority  to  Change  Conces- 
sion Charges  at  Its  Pittsfield  Exchange  to  Its 
Standard  Rates. 

No.  2449. 

Granted  June  12,  1914, 

Discrimination — ^Abolition   of   Concessions  —  Discontinuance   of   Oombinsr 

tion  Business  and  Residence  Bate  —  Bate  of  $6.00  for  Listing 

Extra  Name  in  Directory  Found  Beasonable. 

Opinion  and  Order. 
The  petition  filed  herein  shows  that  certain  concession 
charges  are  in  effect  at  the  petitioner's  exchange  at  Pitts- 
field, Illinois.    These  concessions  are  given  to  certain  busi- 
ness telephones.    The  petition  also  sets  forth  the  fact  that 
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certain  business  telephones  are  given  a  lower  rate  on  ae* 
count  of  the  fact  that  the  subscribers  thereto  have  a  resi- 
dence telephone.  The  petitioner  asks  for  authority  to 
abolish  the  above  rates  and  charges  and  to  substitute  there- 
for the  regular  rate  in  effect  for  the  class  of  service  fur- 
nished. The  petitioner  also  asks  permission  to  put  into 
effect  the  following  new  rate : 
Listing  extra  name  in  directory $6  00  per  year. 

On  June  2,  1914,  the  case  came  on  for  hearing  at  the 
offices  of  the  Commission  at  Springfield,  Illinois.  E.  D. 
GlandoHy  manager,  for  petitioner,  and  Ben  B.  Boyntoriy 
attorney,  for  petitioner,  appeared  in  support  of  the  petition. 
No  one  appeared  in  opposition. 

The  Commission  having  heard  the  testimony  and  being 
fully  advised  in  the  premises  finds  that  under  the  facts  and 
circumstances  appearing  in  this  case,  the  concession  charges 
set  forth  in  the  petition  are  discriminatory  and  should  be 
abolished,  and  the  standard  rates  substituted  therefor; 

That  the  combination  rate  whereby  telephone  subscribers 
are  allowed  both  business  and  residence  telephones  for  less 
than  the  sum  of  the  rates  for  the  two  classes  of  service  is 
a  discrimination  against  the  subscribers  who  maintain  but 
one  telephone  and  the  practice  should  be  discontinued; 

That  the  new  rate  asked  for  is  reasonable  and  in  accord- 
ance with  the  practice  of  other  telephone  companies  doing 
business  within  this  State. 

It  is,  therefore,  ordered,  That  the  concession  charges  be 
abolished  and  the  ^  *  combination  rates  ' '  above  mentioned 
be  discontinued,  and  that  the  petitioner  charge  its  sub- 
scribers for  each  telephone  installed  the  regular  rate  for 
the  class  of  service  furnished. 

//  is  further  ordered,  That  the  new  rate  of  $6.00  for  list- 
ing extra  name  in  the  directory  be  authorized  and  approved. 

The  above  changes  in  rates  and  charges  shall  be  pub- 
lished as  provided  by  law  and  shall  become  effective  on  the 
date  of  this  order. 

By  order  of  the  Commission,  this  twelfth  day  of  June, 
1914. 

Dated  at  Springfield,  Illinois.  ^         l 
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[111. 
Ix   the   Matter   of   the   Applicatiox   of  the   Farmers' 

Mutual   Telephone   Company   of  Ransom,  Illinois, 
FOR  Authority  to  Change  Rates. 

No.  2483. 

Dismissed  June  12,  1914, 
Assessment  ap<a  Stockholders  in  lieu  of  Begnlar  Rental  Illegal. 

Held:  That  the  practice  of  exempting  stockholders  who  own  instru- 
ments, from  the  payment  of  any  fixed  rates  and  the  substitution  therefor 
of  an  assessment,  either  fixed  or  indeterminate,  to  pay  operating  ex- 
penses, is  illegal  and  should  be  discontinued; 

That  stockholders  must  be  charged  the  same  rates  as  other  subscribers 
and  look  to  the  dividends  upon  their  stock  for  any  profit  to  be  derived.* 

Opinion  and  Order. 
In  this  case  the  hearing  was  held  at  the  office  of  the  Com- 
mission in  the  city  of  Chicago,  on  the  twenty-seventh  day 
of  May,  1914.    It  appears  from  the  petition  that  the  law- 
ful rates  of  this  applicant  now  in  effect  are  as  follow^s: 

Rented  'phones  on  metallic  lines  (quarterly  in  advance)     $15  00  per  year. 

Rented  'phones  on  grounded  lines  (quarterly  in  ad- 
vance)         12  00  per  year. 

Stockholders  owning  their  own  telephones  (and  assess- 
ment sufficient  to  meet  running  expenses  and  up- 
keep of  lines  generally) 5  00  per  year. 

The  application  requests  authority  to  discontinue  the 
rates  above  mentioned  and  to  substitute  the  following: 

Rented  'phones  on  metallic  lines  (payable  quarterly 
in  advance)    $15  00  per  year. 

Rented  'phones  on  grounded  lines  (payable  quarterly 
in  advance) 12  00  per  year. 

Stockholders,  assessment  of  (payable  inside  of  thirty 
days  under  penalty  of  having  telephones  discon- 
nected from  line)  Amount  to  be  fixed. 

The  Commission  being  fully  advised  in  the  premises 
finds  that  the  practice  of  exempting  stockholders  who  own 
their  own  telephones  from  any  fixed  rates  or  charge  and 
of  substituting  for  such  rate  an  assessment  to  meet  ex- 
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penses  of  operation  and  maintenance,  is  an  illegal  prac- 
tice and  must  be  discontinued ;  that  under  the  Conference 
Ruling*  and  other  decisions  heretofore  made  by  this  Com- 
mission, a  stockholder  cannot  be  given  any  greater  or  less 
or  different  rate  than  the  rate  imposed  upon  other  sub- 
scribers, but  must  be  left  to  the  income  derived  from  the 
stock  for  any  profit  which  may  be  received ;  that  this  diffi- 
culty is  not  met  by  the  substitution  of  an  assessment  of  a 
fixed  amount  against  stockholders. 

It  is,  therefore,  ordered,  That  the  prayer  of  the  petition 
be  denied  in  so  far  as  it  levies  an  assessment  at  all  against 
stockholders. 

Second,  That  the  regular  rates  shall  be  collected  from 
stockholders  from  and  after  the  date  of  this  order. 

By  order  of  the  Commission,  this  twelfth  day  of  June, 
1914. 

Dated  at  Springfield,  Illinois. 


•  Conference  Ruling  No.  8  printed  in  Commission  Leaflet  No.  31,  at 
page  31. —  Ed. 
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INDIANA. 

Public  Service  Commission. 

The  Portage  Home  Telephone  Company  v.  the  North- 
western Indiana  Telephone  Company. 

No.  53. 

Decided  May  14,  1914. 

Compulsory  Physical  Connection  —  Expense  of  EstabUsMng  and  Maintain- 
ing Connection  —  Division  of  Interline  Revenue  — 
Terms  of  Connection  Prescribed. 

Upon  complaint  asking  that  the  defendant  be  required  to  establish 
physical  connection  and  interchange  of  messages  between  its  lines  and 
those  of  the  plaintiff,  it  appeared  that  the  plaintiff  operated  exchanges  at 
Wheeler,  Chesterton,  Westville  and  Crisman  and  also  operated  a  few  tele- 
phones at  Porter  and  Gary.  The  defendant  had  exchanges  at  Valparaiso 
and  Chesterton  and  was  about  to  establish  an  exchange  at  Wheeler.  The 
defendant,  although  connected  with  other  companies,  refused  to  connect 
with  the  plaintiff  on  account  of  the  alleged  defective  construction  and 
condition  of  the  plaintiff^s  plant. 

It  appeared  that  the  plaintiff  company  had  many  patrons  who  were 
interested  in  Valparaiso,  the  county  seat,  and  were  desirous  of  telephonic 
connection  with  the  business  houses,  physicians,  attorneys  and  public 
officere  in  that  city,  and  that  the  citizens  of  "Valparaiso  were  desirous  of 
connection  with  the  patrons  of  the  plaintiff  company,  but  did  not  desire 
two  exchanges  in  Valparaiso.  It  further  appeared  that  the  plaintiff's 
plant  was  in  fair  condition  for  a  plant  which  had  been  in  operation  for 
a  period  of  eleven  years  without  rebuilding,  except  that,  at  the  time  of 
the  hearing,  the  wires  of  the  plaintiff  at  different  points  where  they 
crossed  over  high  tension  wires  of  interurban  railroads  were  not  protected 
as  the  law  provides  they  should  be.  After  hearing  and  considering  the 
evidence,  the  matter  was  suspended  until  the  crossings  over  high  tension 
wires  were  placed  in  good  condition.  When  this  had  been  done  to  the 
satisfaction  of  the  Commission,  both  the  plaintiff  and  defendant  were  in- 
formed that  physical  connection  between  the  two  companies  would  be 
ordered  and  were  given  thirty  days  within  which  to  agree  upon  the  terms 
of  said  connection. 

The  companies  having  failed  to  amve  at  any  agreement  within  the 
thirty-day  period,  the  Commission  thereupon  ordered  that  physical  con- 
nection between  the  plants  of  the  defendant  and  the  plaintiff  be  made  at 
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Wheeler  by  the  defendant,  connecting  one  of  its  wires  with  the  switch- 
board of  the  plaintiff^  without  expense  to  the  plaintiff,  said  connection  to 
be  maintained  and  kept  in  good  working  order  by  the  defendant  at  its 
cwn  expense.  The  Commission  further  ordered  that  the  respective  com- 
panies should  construct,  connect,  maintain  and  operate,  each  at  its  own 
expense,  its  lines,  wires  and  connections  in  such  a  manner  as  to  give  to 
each  company  connection  with  all  telephones  on  the  plant  of  the  other 
through  the  said  Wheeler  exchange. 

It  wan  further  ordered:  That  the  respective  companies  should  jointly 
construct  and  maintain  one  or  more  trunk  lines  between  the  Wheeler 
switchboard  of  the  defendant  and  the  Wheeler  switchboard  of  the  plain- 
tiff for  the  interchange  of  business  between  the  Wheeler  subscribers  of 
the  respective  companies;  that  they  should  also  construct  and  mamtain 
as  traffic  might  demand  one  or  more  trunk  lines  between  the  Chesterton 
switchboard  of  the  defendant  and  the  Chesterton  switchboard  of  the 
plaintiff  for  the  interchange  of  business  between  the  Chesterton  sub- 
scribers of  the  respective  companies. 

It  was  further  ordered:  That  the  toll  charge  for  messages  between  the 
two  companies  should  be  the  same  as  the  rate  at  present  in  force,  except 
that  for  messages  between  the  subscribers  of  the  different  companies  at 
the  Wheeler  exchange  or  between  the  subscribers  of  the  different  com- 
panies at  the  Chesterton  exchange,  the  toll  charge  should  be  5  cents  per 
message  to  be  divided  equally  between  the  two  companies. 

It  was  further  ordered :  That  the  charge  on  all  toll  messages,  except  those 
previously  noted,  should  be  divided  on  the  basis  of  25  per  cent,  to  the 
company  originating  the  message,  the  remaining  7p  per  cent,  to  be 
divided  between  the  two  companies  in  proportion  to  the  mileage  of  wire 
over  which  the  message  passes.  Provision  was  a^so  made  for  the  settle- 
ment of  accounts  and  for  messenger  senice. 

It  wa&  further  provided:  That  in  the  event  that  the  one  wire  of  the  de- 
fendant connected  with  the  switchboard  of  the  plaintiff  at  Wheeler  should 
not  be  of  sufficient  capacity  to  accommodate  satisfactorily  the  business 
exchanged  between  the  said  companies,  then  the  complainant  should  have 
the  right  to  construct  a  second  wire  from  AVheeler  to  Valparaiso  to  con- 
nect with  the  exchange  of  the  defendant,  and  thereafter  the  division  of 
tolls  on  a  mileage  basis  between  said  companies  in  so  far  as  the  message 
might  pass  between  Valparaiso  and  Wheeler  should  be  divided  equally 
between  the  said  two  points  so  long  as  two  wires  and  no  more  were  used.* 

Opinion  and  Order. 
The  plaintiff  in  this  case  has  filed  a  petition  for  an  order 
at  the  hands  of  this  Commission  for  a  physical  connection 
\vith  the  Northwestern  Indiana  Telephone  Company. 
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A  hearing  was  had  on  the  issues  joined  on  the  twenty- 
eighth  day  of  July,  1913,  at  Indianapolis,  the  plaintiff  ap- 
pearing by  E.  S.  Miller,  its  president,  and  the  defendant  by 
H.  R.  Ball,  general  manager,  and  Mr.  McGill,  its  president. 

The  defendant  objects  to  being  required  to  connect  with 
the  plaintiff's  system  of  wires  on  account  of  the  defective 
construction  and  condition  of  the  plant. 

The  facts  are  that  the  Portage  Home  Telephone  Com- 
pany has  been  in  operation  eleven  years.  It  is  incorpo- 
rated and  has  an  exchange  at  Wheeler,  one  at  Crisman, 
one  at  Chesterton,  one  at  Westville,  and  a  few  telephones 
at  Porter  and  Gary,  all  in  the  northwestern  part  of  Indi- 
ana, in  Lake,  Porter,  and  La  Port  Counties.  Wheeler  is 
about  eight  miles  northwest  of  V'alparaiso  and  has  a  popu- 
lation of  about  three  hundred  and  plaintiff  has  two  hun- 
dred and  ten  telephones  in  its  exchange  at  Wheeler.  Ches- 
terton is  twelve  miles  northwest  of  Valparaiso,  and  has  a 
population  of  ten  or  twelve  hundred.  The  plaintiff  has 
two  hundred  and  thirteen  telephones  in  its  exchange  at 
Chesterton. 

Crisman  is  a  small  village  ten  miles  west  of  Chesterton 
and  seven  miles  north  of  Wheeler,  and  plaintiff  has  one 
hundred  and  ten  telej^hones  in  its  Crisman  exchange. 

Westville  is  eleven  miles  from  Valparaiso  in  a  north- 
easterly direction  and  plaintiff  has  one  hundred  and  sixty 
telephones  on  its  Westville  exchange. 

The  Portage  Home  Telephone  Company  has  altogether 
between  six  hundred  and  seventy-five  and  seven  hundred 
telephones,  and  it  has  a  toll  station  in  the  city  of  Valpa- 
raiso but  has  no  exchange  at  that  point  and  has  been  un- 
able to  secure  a  franchise  so  that  it  could  construct  and 
operate  an  exchange  there. 

Valparaiso  is  the  county  seat  of  Porter  County  and  is  a 
city  of  ten  thousand  population. 

The  defendant,  the  Northwestern  Indiana  Telephone 
Company,  has  an  exchange  and  its  principal  place  of  busi- 
ness at  Valparaiso.  Each  of  said  telephone  companies 
'have  lines  extending  into  the  rural  districts  adjacent  to 
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their  exchanges.  The  Portage  Home  Telephone  Company 
charges  $1.00  per  month  for  residence  and  $1.25  per  month 
for  business  telephones. 

The  Northwestern  Indiana  Telephone  Company  has  an 
exchange  at  Chesterton,  and  has  established  or  is  about  to 
establish  an  exchange  at  Wheeler.  The  plant  of  said  com- 
pany throughout  is .  of  high  grade,  and  practically  new. 
Said  company  has  a  wire  from  Valparaiso  to  Wheeler  and 
one  from  Valparaiso  to  Chesterton.  The  business  pass- 
ing between  the  two  companies  between  Chesterton  and 
Valparaiso,  if  connected,  w^ould  probably  require  more 
than  one  wire. 

The  capital  stock  of  the  plaintiff  company  authorized  is 
$50,000  with  only  $24,000  issued,  which  is  paid  up  and  the 
company  has  no  bond  issue.  It  has  continually  paid  divi- 
dends. 

The  defendant. company  has  issued  $46,000  of  preferred 
and  $93,000  of  common  stock ;  the  stock  is  dividend  paying 
and  worth  par. 

The  plaintiff  company  has  many  patrons  who  are  inter- 
ested in  Valparaiso,  their  county  seat,  and  are  desirous  of 
telephonic  connection  with  the  business  houses,  physicians, 
attorneys,  public  offices  and  residences  of  said  city.  And 
the  business  men  and  citizens  of  said  city  are  desirous  of 
telephonic  connection  with  the  patrons  of  the  plaintiff  com- 
pany, but  they  do  not  desire  two  exchanges  in  said  city. 
Any  of  the  calls  coming  into  Valparaiso  over  plaintiff ^s 
line  as  now  operated,  requires  a  messenger  service  to 
reacb  the  party  called.  Plaintiff's  plant  is  about  in  aver- 
age condition  for  a  plant  that  has  been  in  operation  for  a 
period  of  eleven  years  without  rebuilding,  except  that,  at 
the  time  of  the  hearing,  the  wires  of  the  company  at  dif- 
ferent points  w^here  they  crossed  over  high  tension  wires 
of  interurban  railroads  were  not  protected  as  the  law  pro- 
vides they  should  be.  This  resulted  from  the  failure  of 
the  roads  in  constructing  their  lines  to  properly  construct 
said  crossings. 

Plaintiff  and  defendant  have  been  unable  to  agree  upon 
terms  for  a  physical  connection.    The  defendant  connects 
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with  other  companies  on  a  basis  of  15  per  cent,  to  the 
originating  company  and  a  division  of  the  other  85  per 
cent,  in  proportion  to  the  wires  of  the  companies  over 
which  the  message  passes.  And  this  is  the  basis  on  w^hich 
the  Bell  company  connects  with  other  companies.  The  in- 
dependent companies  generally  connect  on  a  basis  of  25 
per  cent,  to  the  originating  company  and  a  pro  rata  dis- 
tribution of  the  75  per  cent,  according  to  the  mileage  of 
wire. 

After  hearing  and  considering  the  evidence  in  the  case, 
further  proceeding  was  suspended  until  the  crossing  at  the 
point  where  the  wires  of  the  Portage  Home  Telephone 
Company  cross  over  or  under  the  high  tension  wares  of 
interurban  roads  and  electric  lighting  plants  were  placed 
in  good  condition,  and  after  being  informed  by  the  Portage 
Home  Telephone  Company  that  said  crossings  had  all 
been  put  in  proper  condition,  an  inspection  of  the  same 
was  had  by  an  inspector  of  this  Commission  and  the  re- 
port of  said  Portage  Home  Telephone  Company  con- 
firmed. The  Portage  Home  Telephone  Company  and  the 
Northw^estern  Indiana  Telephone  Company  were  then  in- 
formed that  physical  connection  between  the  two  com- 
panies would  be  ordered  and  that  they  w^ould  be  given 
thirty  days  in  which  to  agree  upon  terms  of  connection, 
and  failing  to  arrive  at  such  agreement,  the  Commission 
would  then  fix  the  terms.  The  said  thirty  days  have  now 
more  than  expired  and  no  agreement  has  been  reached. 

It  is,  therefore,  ordered  by  the  Public  Service  Commis- 
sion of  Indiana,  That  within  thirty  days  the  physical  con- 
nection between  the  plants,  wires  and  systems  of  the 
Northwestern  Indiana  Telephone  Company  and  the  Port- 
age Home  Telephone  Company  be  made  at  AVheeler,  In- 
diana, by  the  Northwestern  Indiana  Telephone  Company 
connecting  one  of  its  wires  wntli  the  switchboard  of  the 
Portage  Home  Telephone  Company  at  Wheeler,  without 
expense  to  the  Portage  Home  Telephone  Company,  and 
said  connection  is  to  be  maintained  and  kept  in  good  work- 
ing order  by  the  said  Northwestern  Indiana  Telephone 
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Company  at  its  own  expense.  The  lines,  wires  and  connec- 
tions of  each  of  said  companies  shall  be  constructed,  con- 
nected, maintained  and  operated,  each  company  bearing  all 
expense  of  the  construction,  connection,  maintenance  and 
operation  of  its  own  wires,  as  to  give  to  each  company  con- 
ne-ctio'n  with  all  of  the  telephones  on  the  plant  of  the  other 
through  the  said  Wheeler  exchange,  and  connected  as 
above  set  out. 

The  Tesvi>ective  companies  shall  jointly  construct  and 
maintain,  as  traffic  demands,  one  or  more  trunk  lines  be- 
tween the  Wheeler  switchboard  of  the  Northwestern  In- 
diana Telephone  Company  and  the  Wheeler  switchboard  of 
the  Portage  Home  Telephone  Company  for  the  interchange 
of  business  between  the  Wheeler  subscribers  of  the  re- 
spective companies.  They  shall  also  construct  and  main- 
tain, as  traflSc  demands,  one  or  more  trunk  lines  between 
Chesterton  switchboard  of  the  Northwestern  Indiana  Tele- 
phone Company  and  the  Chesterton  switchboard  of  the 
Portage  Home  Telephone  Company  for  the  interchange 
of  business  between  the  Chesterton  subscribers  of  the  re- 
spective companies.  The  toll  charge  for  messages  between 
the  tw^o  companies  shall  be  the  same  as  that  now  in  force, 
except  that  for  messages  between  the  subscribers  of  the 
different  companies  at  the  Wheeler  exchange  the  charge 
shall  be  5  cents  per  message  to  be  divided  equally  between 
the. two  companies,  and  for  messages  between  the  sub- 
scribers of  the  two  companies  at  Chesterton  the  toll  shall 
be  5  cents  per  message,  to  be  divided  equally  between  the 
two  companies.  In  all  other  cases,  the  toll  charge  shall 
be  divided  on  the  basis  of  25  per  cent,  to  the  company 
originating  the  message,  and  the  other  75  per  cent,  of  the 
charge  to  be  divided  between  the  two  companies  in  propor- 
tion to  the  mileage  of  wire  over  w^hich  the  message  passes. 
Settlement  is  to  made  between  the  two  companies  as  of 
the  first  day  of  each  month,  and  to  be  made  not  later  than 
the  fifteenth  day  of  the  month.  Messenger  service  is  to 
be  furnished  by  the  respective  company  for  each  other 
upon  request,  at    the  regular  established    messenger-fee 
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rates.  In  the  event  that  the  one  wire  of  the  Northwestern 
Indiana  Telephone  Company  connected  with  the  switch- 
board of  the  Portage  Home  Telephone  Company  at 
Wheeler  should  not  be  of  sufficient  capacity  to  successfully 
and  satisfactorily  accommodate  the  business  exchanged 
between  the  said  companies,  then  the  Portage  Home  Tele- 
phone Company  shall  have  the  right  to  construct  a  second 
w^re  from  Wheeler  to  Valparaiso  to  connect  with  the  ex- 
change of  the  Northwestern  Indiana  Telephone  Company, 
and  thereafter  the  division  of  tolls  on  the  mileage  basis 
between  said  companies,  in  so  far  as  the  message  may  pass 
between  Valparaiso  and  Wheeler,  shall  be  divided  equally 
between  the  said  two  points  so  long  as  two  wires  and  no 
more  are  used.  If  a  question  of  necessity  for  the  construc- 
tion of  such  second  wire  arises  upon  which  said  companies 
cannot  agree,  the  matter  of  its  necessity  shall  be  submit- 
ted to  the  Public  Ser\dce  Commission  of  the  State  of  In- 
diana for  determination. 

Dated  at  Indianapolis,  Indiana,  May  14,  1914. 


[Ind. 
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Public  Utilities  Commission. 

In  the  Matteb  op  the  Application  of  The  Fairview  Tele- 
phone Company  of  Fairview,  Kansas,  for  Permission 
TO  Increase  Its  Rates. 

Docket  No.  785. 

Submitted  April  30,  1914  — Decided  May  4,  1914, 

Tnimffldant  Bevenne -— Elimination  of  Discrimination  in  Fa^or  of  Stock- 
liolders  —  Improvement  of  Service  and  Quality  of  Management. 

Application  for  authority  to  increase  rates  from  50  cents  per  month  for 
stockholders  and  $1.00  per  month  for  non-stockholders  to  $1.25  for  all 
subscribers. 

It  appeared  that  the  original  investment  in  tlie  property  was  $13,500 
and  that  its  estimated  present  valuation  was  only  $6,500. 

Lack  of  Provision  for  Maintenance  and  Depreciation. 

The  Commission  found  that  the  applicant  had  never  provided  for  de- 
preciation and  that  the  plant  had  never  been  properly  maintained  with  the 
result  that  extensive  repairs  and  improvements  were  necessary  for  which 
no  funds  were  available. 

InsuilLcient  Compensation  to  Manager  —  Lack  of  Segular  Accounts. 

The  Commission  further  found  that  the  applicant  had  never  paid  a 
Buflficient  compensation  to  its  managing  officer  to  secure  a  reasonably  com- 
petent man  and  had  never  kept  any  regular  books. 

Improvement  in  Quality  of  Management —^  Provision  for  Depreciation  and 
Maintenance  —  Transfer  of  Utility  to  More  Competent  Ownerslilp. 

Held:  That  the  telephone  is  a  commercial  and  social  necessity  and 
utilities  undertaking  telephonic  serv-ice  should  be  required  to  provide  a 
high  quality  of  managerial  supervision  so  that  the  public  may  be  fur- 
nished with  the  most  efficient  service  at  the  lowest  possible  cost; 

That  this  result  can  only  be  secured  by  placing  the  affairs  of  the  utility 
upou  a  sound  business  basis  which  involves  capable  management  and 
employees,  proper  maintenance  of  plant,  correct  bookkeeping  methods, 
proper  provision  for  depreciation  and  other  charges,  the  establishment  of 
equitable  rates  and  the  prompt  payment  of  the  same  by  patrons; 
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That  more  efficient  management  is  needed  by  many  telephone  companies 
throughout  the  State,  if  the  public  is  to  be  furnished  with  satisfactory 
telephonic  service; 

That  a  wise  management  will  arrange  for  proper  maintenance  and  the 
creation  of  a  proper  depreciation  fund  and  that  if  this  is  not  done,  the 
owners  must  invest  more  capital  or  the  public  will  be  compelled  to  en- 
dure the  inconvenience  incident  to  inefficient  and  unsatisfactory  service; 

That  if  a  utility  cannot  be  operated  in  a  sufficient  and  efficient  manner, 
business  sagacity  and  the  interests  of  the  public  would  seem  to  require 
that  it  be  disposed  of  to  someone  more  competent  to  perform  the  duties 
imposed  upon  it. 

Ezcessiye  Extension  of  Credit — ^Prompt  Payment  of  Rentals. 

Held:  That  the  applicant  is  pursuing  an  improper  business  policy 
in  carrying  accounts  receivable  of  more  than  $1,200  and  at  the  same  time 
borrowing  money  to  pay  operating  expenses,  and  should  file  a  rule  pro- 
viding for  the  prompt  payment  of  rentals. 

Installation  of  Begular  Books. 

Held:  That  the  applicant  should  install  and  maintain  a  set  of  books, 
to  be  kept  by  a  competent  person,  showing  the  company's  transactions  in 
such  manner  as  will  enable  it  to  file  the  required  annual  report  and  show 
its  actual  financial  condition  at  any  time. 

Rental  Fixed  by  Commission. 

Held:  That  a  rental  of  $1.00  per  month  will  provide  sufficient  revenue 
to  meet  operating  expenses  and  fixed  charges  and  provide  a  depreciation 
fund  and  a  reasonable  return  upon  a  valuation  of  $6,500. 

Order. 

An  order  was  issued  fixing  the  rate  at  $1.00  and  requiring  the  appli- 
cant to  file  a  rule  providing  for  the  prompt  payment  of  rentals  and  to 
keep  a  regular  set  of  books.* 

Appearances  : 

John  LortscheVj  president  and  manager;  F.  W.  Isely^ 
director;  Fred  Coidson,  counsel,  for  applicant. 

Opinion. 
KiNKEL,  Commissioner: 

This  is  an  application  made  by  The  Fairview  Telephone 
Company,  a  corporation,  of  Fairview,  JKansas,  asking  per- 


Editor's  headnote. 
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mission  to  increase  its  rates  to  $1.25  per  month  per  tele- 
phone, to  be  charged  alike  to  both  stockholders  and  non- 
stockholders. 

The  testimony  shows  that  this  company  was  organized 
in  1900;  that  it  has  an  authorized  capital  stock  of  $15,000,  of 
which  $13,500  has  been  issued.  The  par  value  of  its  stock 
is  $50.00  per  share  and  at  this  time  it  has  270  stockholders, 
who  are  also  patrons.  It  rents  telephones  to  80  patrons 
not  stockholders.  According  to  its  present  schedule  of 
rates  it  charges  stockholders  at  the  rate  of  50  cents  per 
month  and  non-stockholders  at  the  rate  of  $1.00  per  tele- 
phone per  month.  The  Commission  has  repeatedly  held 
that  this  classification  is  discriminatory  and  hence  not  per- 
missible. 

The  testimony  shows  that  since  the  commencement  of 
the  operation  of  this  company  it  has  never  paid  its  manag- 
ing officer  more  than  $50.00  per  annum  salary.  It  is  the 
duty  of  this  officer  to  generally  supervise  the  affairs  of  the 
company,  employ  operators  and  linemen,  and  to  make  all 
collections.  This  company's  report  for  the  year  ending 
June  30, 1913,  shows  an  item  of  outstanding  accounts,  being 
rentals  due  from  patrons,  in  the  sum  of  $1,253.95,  and  in 
the  profit  and  loss  account  is  shown  a  debit  balance  of 
$5,326.15.  It  is  also  shown  to  be  necessary  for  the  com- 
pany to  increase  its  revenue  in  order  to  make  repairs  and 
improvements  imperatively  required  for  the  future  opera- 
tion of  its  plant. 

After  a  careful  study  of  the  testimony,  it  is  self-evident 
that  this  plant  has  not  been  properly  maintained  and  that 
no  action  has  been  taken  by  the  management  providing  for 
the  matter  of  its  depreciation.  As  a  result,  the  company 
now  finds  itself  in  an  embarrassing  situation,  in  so  far  that 
repairs  and  improvements  are  demanded  and  no  means  are 
on  hand  with  which  to  make  the  same.  The  company  has 
never  paid  sufficient  compensation  to  warrant  a  reasonably 
competent  man  to  devote  the  time  necessary  to  the  manage- 
ment of  a  plant  of  this  size ;  no  regular  set  of  books  have 
ever  been  kept. 
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The  reports  that  have  been  made  to  this  Commission 
have  been  made  up  largely  from  the  recollection  of  the 
officers,  from  memoranda  picked  up  here  and  there,  and 
from  an  evidently  poorly  kept  cashbook.  It  is  surprising 
that  officers  of  a  telephone  company  will  verify  a  report, 
required  to  be  made  by  law,  which  is  made  up  from  such 
unreliable  and  unsatisfactory  sources  of  information.  It 
is  not  especially  surprising  that  a  telephone  plant  in  which 
w^as  originally  invested  $13,500,  but  which  has  not  been 
properly  maintained,  has  at  this  time  an  estimated  value 
of  only  $6,500.  It  seems,  in  fact,  that  a  part  of  the  original 
capital  has  been  used  to  cover  a  portion  of  the  items  of 
maintenance  and  expense.  A  telephone  company  should 
not  permit  its  affairs  to  reach  such  a  condition  as  is  here 
portrayed. 

There  are,  seemingly,  many  companies  in  like  condition 
throughout  the  State.  This  would  indicate  that  more 
efficient  management  is  necessary  in  many  cases  in  order  to 
furnish  the  public  with  satisfactory  telephone  service.  The 
telephone  is  recognized  today  as  both  a  comiriercial  and  a 
social  necessity  and  the  individual,  firm,  or  corporation  that 
undertakes  to  furnish  telephone  service  should  be  required 
to  provide  a  high  quality  of  managerial  supervision  so  that 
the  most  efficient  service  can  be  rendered  at  the  lowest  pos- 
sible cost  to  the  public.  This  result  can  only  be  obtained 
by  placing  the  affairs  of  the  utility  on  a  sound  business 
basis,  which  includes,  primarily,  capable  management  and 
employees,  proper  maintenance  of  plant,  correct  bookkeep- 
ing methods,  proper  provision  for  depreciation  and  other 
proper  and  fixed  cliarges,  the  establishment  of  equitable 
rental  charges,  and  the  prompt  payment  of  the  same  by  the 
patrons  of  the  company. 

A  telephone  plant  that  was  considered  modern  ten  years 
ago  is  today  obsolete  and  no  large  vision  is  required  to 
know  and  believe  that  the  modern  plant  of  today  Avill,  in 
all  probability,  in  ten  years  from  now,  be  in  turn  obsolete, 
due  largely  to  improved  methods  and  equipment.  Assum- 
ing this  proposition  to  be  correct,  it  is  self-evident  that  a 
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wise  management  will  arrange  for  proper  maintenance  and 
the  creation  of  a  depreciation  fund,  so  that  when  it  becomes 
necessary  so  to  do,  the  plant  may  be  replaced  as  may  be 
required,  thereby  fulfilling  the  object  of  its  creation, 
namely,  the  furnishing  of  suflScient  and  efficient  service  to 
the  public.  In  case  no  provision  i«  made  for  these  con- 
tingencies, it  naturally  follows  that  the  owners  of  the  plant 
will  be  required  to  put  more  capital  into  the  treasury  in 
order  to  equip  the  plant  for  the  required  service,  or  the 
public  will  be  compelled  to  endure  the  inconvenience  inci- 
dent to  inefficient  and  unsatisfactory  service. 

If  a  utility  cannot  be  operated  in  a  sufficient  and  efficient 
manner  along  the  lines  outlined,  business  sagacity  and  pub- 
lic interest  would  seem  to  require  that  it  be  disposed  of  to 
someone  more  competent  to  perform  the  duties  imposed 
upon  it. 

From  the  testimony  submitted  in  this  case,  it  is  found 
that  by  charging  a  rental  of  $1.00  per  month  per  telephone, 
sufficient  revenue  would  be  obtained  to  pay  reasonable 
operating  expenses,  fixed  charges,  create  a  depreciation 
fund  and  allow  a  reasonable  earning  on  a  plant  valuation 
of  $6,500. 

It  is  also  found  that  this  company  is  pursuing  an  im- 
proper business  policy  in  carrying  accounts  receivable  in 
the  sum  of  more  than  $1,200  and  at  the  same  time  borrow- 
ing money  to  pay  operating  expenses  and  attempting  to 
provide  for  maintenance  charges ;  and  in  view  of  these  facts 
the  company  should  be  required  to  file  an  amended  rule 
providing  for  the  prompt  payment  of  its  telephone  rentals, 
said  rule  to  become  effective  not  later  than  October  1, 1914. 

It  is  also  found  that  the  company  should  at  once  install 
and  maintain  a  set  of  books,  to  be  kept  by  some  competent 
person,  showing  the  actual  transactions  of  the  company, 
and  be  thereby  enabled  to  furnish  the  required  annual  re- 
port and  to  show  the  actual  financial  condition  of  the  com- 
pany at  any  time  that  such  information  may  be  required. 

And  an  order  will  be  issued  accordingly. 
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Order. 

Dated  May  9,  1914, 

This  case  being  at  issue  upon  the  application  filed,  and 
having  been  duly  heard  and  submitted  and  an  investigation 
of  the  matters  and  things  involved  having  been  had  on 
April  30,  1914,  and  the  Commission  having,  on  the  fourth 
day  of  May,  1914,  made  and  filed  its  report  containing  its 
findings  of  fact  and  conclusions  thereon, 

It  is,  therefore,  by  the  Commission,  orderedy  That  The 
Fairview  Telephone  Company,  of  Fairview,  Kansas,  be, 
and  it  is  hereby,  authorized  to  file  an  amended  schedule 
of  rates  showing  a  charge  of  $1.00  per  month  per  telephone 
to  be  charged  indiscriminately  to  its  patrons,  both  stock- 
holders and  non-stockholders. 

It  is  further  ordered.  That  the  said  The  Fairview  Tele- 
phone Company  formulate  and  file  for  the  approval  of  this 
Commission,  an  amended  rule  providing  for  the  prompt 
payment  of  its  telephone  rentals,  said  rule  to  become 
effective  not  later  than  October  1,  1914. 

It  is  further  ordered.  That  the  said  The  Fairview  Tele- 
phone Company  at  once  install  and  maintain  a  set  of  books, 
sufficient  to  show  the  actual  transactions  of  the  company, 
and  be  enabled  to  furnish  in  proper  form  the  required 
annual  report  and  to  show  the  actual  financial  condition  of 
the  company  at  any  time  that  such  information  may  be 
required. 

It  is  further  ordered.  That  these  requirements  be  com- 
plied with  by  the  said  telephone  company  within  thirty  days 
from  the  date  hereof  and  that  the  proposed  rate  be  effective 
on  and  after  thirty  days  from  date  and  so  remain  until  the 
further  order  of  this  Commission. 
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William  Fry  v.  the  Berryton  Telephone  Company. 

Docket  No.  802. 

Dated  May  21,  1914, 

jBllmlnation  of  Discrimination  in  Toll  Bates  as  between  Stockholders  and 

Non-Stockholders. 

Order. 

This  case  being  at  issue  upon  complaint  and  answer  filed, 
and  having  been  duly  heard  and  submitted  by  the  parties, 
and  investigation  of  the  matters  and  things  involved  hav- 
ing been  had  on  May  1,  1914,  and  the  Commission  having 
on  the  twenty-first  day  of  May,  1914,  made  and  filed  its 
report  containing  its  findings  of  facts  and  conclusions 
thereon. 

It  is  now,  therefore,  ordered,  That  the  respondent  herein, 
the  Berryton  Telephone  Company  of  Berryton,  Kansas,  be, 
and  it  is  hereby,  ordered  and  directed  to  cease  its  discrim- 
ination in  the  matter  of  toll  charges,  and  that  it  charge 
for  its  toll  service  such  rates  as  are  provided  for  in  its 
schedule  of  rates  now  on  file  in  this  office,  to  all  patrons 
alike,  whether  they  be  stockholders  or  non-stockholders. 

Dated  at  Topeka,  Kansas,  this  twenty -first  day  of  May, 
1914. 


In  the  Matter  of  the  Complaint  of  The  Northern 
Kansas  Telephone  and  Telegraph  Company  of 
Effingham,  Kansas,  v.  The  Atchison  County  Mutual 
Telephone  Company  of  Muscotah,  Kansas,  Haying 
Eeference  to  Toll  Rates. 

Docket  No.  768. 

Decided  May  25,  1914, 
Adjustment  of  ToU  Charges  —  Dtvision  of  Interline  ToU  Bevenue. 

Order. 

On  the  sixteenth  day  of  April,  1914,  came  on  to  be  heard 
the  complaint  of  The  Northern  Kansas  Telephone  and 
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Telegraph  Company  of  Effingham,  Kansas,  against  The 

Atchison  County  Mutual  Telephone  Company  of  Muscotah, 
Kansas,  in  reference  to  the  adjustment  of  toll  charges 
between  Effingham  and  Muscotah,  Kansas,  due  legal  notice 
having  been  given  of  the  hearing,  both  parties  properly 
represented;  and  after  hearing  the  complaint  and  taking 
the  testimony,  the  matter  was  taken  under  advisement. 

And  now  on  this  twenty-fifth  day  of  May,  1914,  having 
reviewed  the  records  and  examined  the  papers  submitted 
and  being  duly  advised  in  the  premises,  the  Commission 
does  find  that  the  prayer  of  the  petitioner  should  be 
granted. 

It  is,  therefore,  orderedy  That  The  Northern  Kansas  Tele- 
phone and  Telegraph  Company  of  Effingham,  Kansas,  and 
The  Atchison  County  Mutual  Telephone  Company  of  Mus- 
cotah, Kansas,  be,  and  each  is,  hereby  required  to  file  an 
amended  schedule  of  rates,  providing  for  toll  rate  charge 
of  5  cents  for  each  three-minute  message  between  the  towns 
in  question,  and  5  cents  for  each  additional  three-minute 
message  or  fraction  thereof,  proper  accounting  between 
these  companies  to  be  made  at  the  end  of  each  month  and 
the  total  receipts  from  the  toll  line  in  question  to  be  divided 
equally  between  the  companies. 

It  is  further  ordered.  That  the  amended  schedules  herein 
provided  for  be  filed  within  thirty  days  from  the  date 
hereof,  the  rates  in  question  to  be  in  effect  from  and  after 
thirty  days  of  the  date  hereof,  and  to  so  remain  until  fur- 
ther order  of  the  Commission. 

Dated  at  Topeka,  Kanas,  this  twenty-fifth  day  of  May, 
1914. 
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In  the  Matter  of  the  Application  of  The  Arkansas  Val- 
ley Telephone  Company  for  Permission  to  Furnish 
Free  Toll  Line  Telephone  Service  for  Business  Con- 
nected with  Harvest  Hands  for  Farmers  in  the 
Western  Portion  of  Its  Territory. 

Docket  No.  852. 

Granted  June  23,   1914. 

Free  Telephonic  Service  for  Business  Connected  with  Securing  Harvest 

Hands  for  Farmers. 

Order. 

Now,  on  this  twenty-third  day  of  June,  1914,  comes  on 
to  be  heard  the  application  of  The  Arkansas  Valley  Tele- 
phone Company,  of  Great  Bend,  Kansas,  for  permission 
to  furnish  free  toll  line  telephone  service  during  this  month 
of  June,  to  certain  city  officials  and  commercial  clubs 
located  in  cities  in  the  western  portion  of  its  territory,  for 
the  purpose  of  securing  harvest  hands  for  farmers  located 
in  said  territory;  and  the  Commission,  having  considered 
the  application  and  being  fully  advised  in  the  premises, 
finds  that  an  emergency  therefor  exists  and  that  the  said 
application  should  be  granted. 

It  is,  therefore,  ordered.  That  The  Arkansas  Valley  Tele- 
phone Company,  of  Great  Bend,  Kansas,  be,  and  it  is 
hereby,  authorized  to  furnish  free  toll  line  telephone  service 
during  this  month  of  June,  to  certain  city  officials  and  com- 
mercial clubs  located  in  cities  in  the  western  portion  of  its 
territory  for  the  purpose  of  securing  harvest  hands  for 
farmers  located  in  said  territory. 
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Railroad  Commission. 

In  the  Matter  of  the  Application  of  the  Cumbebiand 
Telephone  and  Telegraph  Company  for  Authority  to 
Reduce  Its  Charge  for  Messages  Transmitted  across 
the  Mississippi  River  by  Submarine  Cables. 

Authority  No.  426— T. 

Dated  June  18,  1914, 
Beduction  of  Oliarge  for  Messages  Transmitted  by  Submarine  Cable. 

Order. 

Upon  the  application  of  the  Cumberland  Telephone  and 
Telegraph  Company,  dated  June  16,  1914,  authority  is 
hereby  granted  said  company  to  reduce  its  charge  for  con- 
versations transmitted  through  submarine  cables  across  the 
Mississippi  River,  between  points  in  the  State  of  Louisiana, 
from  10  cents  per  message  to  5  cents  per  message  so  trans- 
mitted. 

Effective  July  15,  1914. 
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MICHIGAN. 
Railroad  Commission. 

In  the  Matter  op  the  Petition  for  Physical  Connection 

BETWEEN  THE  LiNES   OF  THE  VaLLEY  HoME   TELEPHONE 

Company  and  the  Telephone  Facilities  Owned  and 
Operated  by  John  Burns  at  Kingston,  Tuscola 
County,  Michigan. 

T— 43. 

Granted  June  11, 1914. 
Compulsory  Phsrslcal  Connection  for  ToU  Senrice. 

Petition  by  subscribers  of  the  Kingston  telephone  exchange  for  nn 
order  lequiring  physical  connection  between  the  lines  of  the  Kingston 
exchange  and  those  of  the  Valley  Home  Telephone  Company.  Physical 
connection  existed  between  the  Kingston  telephone  exchange  and  the 
**  Moore  System  "  which  in  turn  was  connected  with  several  other  com- 
panies. The  V-alley  Home  Telephone  Company  maintained  a  toll  station 
at  Kingston  and  operated  an  extensive  system  of  exchanges  none  of 
which  could  be  reached  by  the  subscribers  of  the  Kingston  exchange  ex- 
cept through  a  toll  station. 

The  Commission  found  that  the  desired  connection  would  not  affect 
injuriously  the  senice  or  financial  return  of  the  Kingston  telephone  ex- 
change, and  that  it  would  not  result  in  detriment  to  the  "  Moore  System  " 
since  the  normal  flow  of  communication  between  Kingston  subscribers  and 
subscribers  of  the  "  Moore  System  "  and  its  connections  would  not  be  de- 
creased thereby.  The  Commission  further  found  that  the  connection 
w^ould  unquestionably  be  in  furtherance  of  the  public  convenience  and 
necessity  and  that  it  could  be  made  at  small  expense. 

An  order  was  made  directing  the  owner  of  the  Kingston  telephone  ex- 
change to  install  and  complete  the  connection  within  thirty  days,  and  pro- 
viding that  if  the  parties  failed  to  agree  as  to  the  division  of  the  cost  of 
installation,  or  failed  to  establish  joint  rates  and  agree  upon  the  division 
thereof,  these  matters  w^ould  be  cared  for  in  a  supplemental  order.* 

Appearances  :  ' 

John  BurnSy  Kingston  Telephone  Exchange. 
William  Moore^  Moore  Telephone  System. 
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Opinion. 

Hemans,  Chairman: 

Petitions  were  received  by  this  Commission,  signed  by 
more  than  sixty  persons  representing  themselves  to  be  sub- 
scribers to  the  telephone  service  aflForded  through  the  tele- 
phone exchange  operated  at  Kingston,  asking  that  the 
Commission  issue  its  order  requiring  physical  connection 
between  the  lines  of  said  Kingston  exchange  and  the  lines 
of  the  Valley  Home  Telephone  Company.  An  order  of 
hearing  w^as  made  upon  the  petitions  and  hearing  regularly 
had  at  the  village  of  Bad  Axe,  Huron  County,  Michigan, 
on  December  16,  1913,  at-  which  time  all  parties  in  interest 
were  heard. 

Kingston  is  a  hamlet  of  between  three  and  four  hundred 
people  located  in  Kingston  and  Koylton  townships,  in  the 
county  of  Tuscola,  Michigan.  In  the  village  and  surround- 
ing country  a  telephone  exchange  is  maintained  and  oper- 
ated as  an  individual  enterprise  by  one  John  Burns,  with 
w^hicli  there  are  connected  approximately  three  hundred 
subscribers. 

The  Burns  exchange  has  physical  connection  with  the  so- 
called  **  Moore  System,"  an  individually  owned  telephone 
enterprise  comprising  some  seven  exchanges,  wdth  its  prin- 
cipal development  at  Caro  and  surrounding  country,  which 
in  turn  has  connections  with  the  lines  of  the  Michigan  State 
Telephone  Company,  the  Consolidated  Telephone  Company 
and  with  the  Owendale  Independent  Telephone  Cojnpany. 
A  toll  line  of  the  Valley  Home  Telephone  Company,  of 
Saginaw,  extends  into  the  village  of  Kingston,  where  that 
company  maintains  a  toll  station.  The  record  discloses 
that  in  the  towns  of  Maj^'ille,  Vassar,  Eeese,  Otisville,  Clio, 
Akron,  Unionville,  Sebewaing  and  Cass  City,  all  of  which 
are  either  within  the  county  of  Tuscola  or  contiguous 
thereto,  there  are  extensive  telephone  developments  which 
have  been  made  by  the  Valley  Home  or  its  connecting  com- 
panies, and  that  with  such  communities  the  subscribers  of 
the  Kingston  exchange  have  no  means  of  communication, 
except  that  in  some  cases  they  have  access  to  a  toll  station. 
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It  is  further  represented  that  the  Valley  Home  company 
has  development  at  Fostoria,  Caro,  Frankenmuth,  Saginaw 
and  Bay  City,  to  the  extent  of  more  than  6,500  telephones, 
and  that  at  least  5,000  cannot  be  reached  by  the  lines  of 
any  other  company  than  those  of  the  Valley  Home.  So  far 
as  the  Burns  telephone  property  is  concerned,  it  is  not  even 
asserted  that  the  service  which  it  furnishes,  or  the  financial 
return  which  it  makes  to  its  owner  will  be  in  any  way 
injuriously  affected  by  a  physical  connection  with  the  lines 
of  the  Valley  Home  company  at  Kingston.  The  connection 
of  the  lines  can  be  readily  made  at  small  expense,  and  the 
resulting  service  afforded  will  unquestionably  be  in .  the 
furtherance  of  the  public  convenience  and  necessity. 

We  cannot  conceive  that  the  connection  will  result  detri- 
mentally to  the  interest  of  the  **  Moore  System  "  through 
the  result  of  such  connection  on  the  toll  line  by  which  the 
Kingston  exchange  at  present  has  access  to  its  outside  con- 
nections. The  connection  will  make  the  subscribers  of  the 
Kingston  exchange  and  the  subscribers  of  the  Valley  Home 
.  more  accessible  the  one  to  the  other,  but  it  will  in  no  man- 
ner lessen  the  normal  flow  of  communication  between  the 
subscribers  of  the  Kingston  exchange  and  the  subscribers 
of  the  exchanges  and  connections  of  the  *  *  Moore  System. ' ' 

The  work  of  installing  the  physical  connection  between 
the  Burns  exchange  at  Kingston  and  the  toll  line  of  the 
Valley  Home  at  that  point  should  in  our  opinion  be  per- 
formed by  the  proprietor  of  the  Kingston  exchange  on  or 
before  thirty  days  from  this  date.  If  at  the  expiration  of 
the  time  fixed  for  the  installing  of  such  physical  connection 
it  shall  appear  that  the  parties  in  interest  have  failed  to 
agree  upon  the  division  of  the  expense  of  such  connection, 
and  have  likewise  failed  to  agree  in  the  establishment  of 
joint  rates,  tolls  and  charges,  and  the  division  to  be  made 
therein,  and  the  traffic  rules  to  be  observed  in  the  handling 
of  the  joint  business,  such  matters  will  be  determined  by 
the  supplemental  order  of  this  Commission,  for  which  pur- 
pose jurisdiction  is  hereby  retained. 
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Order. 

Petition  was  filed  in  the  above  entitled  matter  by  numer- 
ous subscribers  to  the  service  of  the  telephone  exchange  in 
the  village  of  Kingston,  Tuscola  County,  Michigan,  pray- 
ing the  order  of  this  Commission  requiring  the  installation 
of  a  physical  connection  between  the  facilities  of  said 
Kingston  exchange  and  the  lines  of  the  Valley  Home  Tele- 
phone Company  in  the  said  village  of  Kingston.  Upon  the 
petition,  hearing  was  regularly  had. 

And  this  Commis^iion  having  duly  considered  said  peti- 
tion and  the  evidence  offered  at  the  hearing  thereon,  are 
of  .the  opinion  that  a  physical  connection  between  the  lines 
and  facilities  of  the  Kingston  exchange  and  the  lines  of  the 
Valley  Home  Telephone  Company  within  the  village  of 
Kingston  can  reasonably  be  made  and  that  the  public  con- 
venience and  necessity  will  be  subserved  thereby. 

Therefore,  by  virtue  of  the  authority  vested  in  us  by  law. 

It  is  hereby  ordered^  That  John  Burns,  operating  the 
telephone  facility  known  as  the  Kingston  exchange,  and  the 
Valley  Home  Telephone  Company  make  such  physical  con- 
nection or  connections  between  their  toll  lines  or  systems 
in  the  village  of  Kingston  as  is  required  for  the  furnishing 
of  toll  line  service  to  and  from  the  subscribers  of  such 
Kingston  exchange  at  the  stations  installed  in  their  resi- 
dences and  places  of  business  over  the  lines  and  wuth  the 
connections  of  the  Valley  Home  Telephone  Company. 

And  it  is  further  ordered,  That  the  work  of  installing  said 
physical  connection  shall  be  performed  by  said  John  Burns, 
proprietor  of  the  telephone  facility  known  as  the  Kingston 
exchange,  and  be  fully  completed  on  or  before  thirty  days 
from  the  date  hereof,  at  w^hich  time,  if  it  shall  appear  that 
the  said  John  Burns  and  the  Valley  Home  Telephone  Com- 
pany have  failed  to  agree  upon  the  division  of  the  costs  of 
installing  said  physical  connection  and  have  failed  to  estab- 
lish and  agree  upon  the  division  of  joint  rates,  tolls  and 
charges,  for  the  use  of  such  physical  connection,  the  same 
will  be  established  by  the  supplemental  order  of  this  Com- 
mission, for  which  purpose  jurisdiction  is  hereby  reserved. 

Dated  June  11,  1914. 
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Ix  THE  Matter  of  Physical  Connection  Between  the 
Lines  of  the  Consolidated  Telephone  Company 
AND  THE  Valley  Home  Telephone  Company  at  Bad 
Axe,  Huron  County,  Michigan. 

T— 45. 

Decided  June  11,  1914, 

Physical  Connection  —  Lack  of  Interconmmnication  between  Inter-related 
Commnnities -^  Protection  of  Interests  of  Connecting  Companies. 

Petitions  by  subscribers  of  the  Consolidated  Telephone  Company,  the 
Valley  Home  Telephone  Company  and  certain  individually  owned  lines, 
asking  for  physical  connection  between  the  lines  of  the  Consolidated 
company  and  those  of  the  Valley  Home  company  at  Bad  Axe  for  the 
interchange  of  messages  through  the  exchange  of  the  Consolidated  com- 
pany at  that  point. 

Bad  Axe  is  the  county  seaf  of  Huron  County.  Both  the  Consolidated 
company  and  the  Valley  Home  company  maintain  exchanges  at  Bad  Axe, 
the  former  having  397  subscribers  and  the  latter  less  than  20.  The  Con- 
solidated company  has  physical  connection  with  the  Michigan  State  Tele- 
phone Company. 

The  Commission  found  that  the  northern  and  w^estern  portions  of  the 
county  had  only  such  access  to  Bad  Axe  as  was  afforded  by  the  limited 
facilities  of  the  Valley  Home  exchange,  and  that  there  existed  natural 
relations  between  the  communities  served  by  the  two  companies  which 
should  be  promoted  by  the  provision  of  the  means  of  intercommunication. 

The  Valley  Home  comjmny  offered  to  discontinue  its  exchange  at  Bad 
Axe  so  that  there  might  be  no  danger  of  any  loss  to  the  Consolidated 
company  through  the  opening  of  its  toll  connections  to  a  competitor. 

The  Consolidated  company  protested  that,  if  it  be  required  to  afford 
connection  at  all,  the  point  of  connection  should  be  Elkton,  in  order  that 
it  might  protect  its  toll  investment  by  receiving  the  tolls  on  all  messages 
passing  between  Elkton  and  Bad  Axe,  between  which  points  both  com- 
panies maintained  toll  lines. 

Held:  That  through  this  connection  the  telephone  users  of  an  exten- 
sive area,  comprising  a  number  of  independent  companies,  will  be  brought 
into  contact  with  universal  telephonic  service;  and  that  the  connection 
must  necessarily  result  in  increased  traffic  and  revenue; 

That  connection  at  Elkton  would  have  to  be  established  in  an  exchange 
not  owned  or  operated  by  the  Consolidated  company,  which  would  in- 
crease the  cost  of  operation  and  interfere  with  the  service,  while  the  loca- 
tion of  the  lines  in  Bad  Axe  is  such  as  to  render  their  connection  of  the 
simplest  character; 

That  the  investment  of  the  Valley  Home  company  in  toll  lines  between 
Elkton  and  Bad  Axe  should  be  protected  as  well  as  the  investment  of  the 
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Consolidated  company  in  like  property;  that,  under  the  conditions  pro- 
posed, there  is  no  prospect  of  financial  loss  to  the  Consolidated  company 
through  physical  connection  at  Bad  Axe;  and  that  the  interests  of  both 
companies  can  be  amply  protected  by  the  establishment  of  rules  regulating 
the  routing  of  toll  messages  and  through  the  establishment  of  joint  rates. 
The  Commission's  order  directed  the  Consolidated  company  to  install 
physical  connection  at  Bad  Axe  within  thirty  days,  and  provided  that  if, 
at  the  expiration  of  that  time,  the  companies  had  failed  to  agree  upon 
the  division  of  the  cost  of  installation  or  failed  to  establish  joint  rates 
and  agree  upon  the  division  thereof,  the  Commission  would  make  a  sup- 
plemental order  determining  these  matters.* 

Appearances  : 

C.  Z>.  Thompso7i,  attorney. 

Consolidated  Telephone  Company; 
A.  H.  McMillan,  attorney. 

Valley  Home  Telephone  Company; 
William  Seale,  manager, 

Bedford  Telephone  Company; 
William  J.  Moore,  manager, 

Moore  Telephone  System ; 
F.  F.  Newman,  secretary, 

Michigan  Independent  Telephone  and  Traffic  Asso- 
ciation. 

Opinion. 
Hemans,  Chairman: 

On  the  fifteenth  day  of  November,  1913,  numerously 
signed  petitions  were  filed  with  this  Commission  by  the 
telephone  subscribers  to  the  service  of  the  Consolidated 
Telephone  Company,  the  Valley  Home  Telephone  Com- 
pany, and  to  the  service  furnished  by  certain  individually 
owned  lines  operating  in  the  vicinity  of  Bedford,  Pinnebog 
and  Kinde,  all  in  the  county  of  Huron,  praying  the  order 


*  Editor^s  headnote. 

Editor's  Note  :  The  Consolidated  Telephone  Company  of  Bad  Axe  has 
asked  the  Huron  County  courts  for  an  injunction  restraining  the  Michi- 
gan Railroad  Commission  from  enforcing  its  order  of  June  11,  1914, 
compelling  phj'sical  connection  with  the  Valley  Home  Telephone  Com- 
pany. 
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of  the  Commi&sion  requiring  a  physical  connection  be- 
tween the  lines  of  the  Consolidated  company  and  the  Val- 
ley Home  company  to  render  possible  the  interchange  of 
messages  between  the  two  telephone  systems  through  the 
exchange  facilities  of  the  Consolidated  company  in  the 
village  of  Bad  Axe.  Acting  upon  these  petitions  the  Com- 
mission ordered  a  formal  hearing  which  was  held  at  the 
viUage  of  Bad  Axe  on  December  16,  1913.  At  this  hear- 
ing the  facts  as  outlined  in  this  opinion  were  developed. 

The  Valley  Home  Telephone  Company  is  one  of  the  five 
largest  so-called  **  independent "  telephone  companies  in 
the  State.  The  territory  served  by  it,  is  generally  speak- 
ing, the  Saginaw  Valley  with  numerously  patronized  ex- 
changes in  the  cities  of  Saginaw  and  Bay  City,  cities  of  ex- 
tensive commercial  and  industrial  importance.  The  com- 
pany has  numerous  exchanges  throughout  the  territory 
which  it  serves  with  toll  lines  connecting  the  same  and  ex- 
tending to  toll  stations  in  contiguous  localities.  Within 
the  county  of  Huron  the  only  exclusive  exchange  of  the 
Valley  Home  company  is  at  Sebewaing.  There  are  inde- 
pendently operated  companies  in  the  county,  such  as  the 
Pigeon  Telephone  Company  of  Pigeon,  the  Huron  County 
Telephone  Company  of  Elkton,  the  Owendale  Independent 
Telephone  Company  of  Owendale,  and  certain  individually 
owned  exchanges  serving  the  communities  of  Bedford, 
Pinnebog  and  Kinde,  with  which  the  Valley  Home  Com- 
pany maintains  toll  line  connections.  The  lines  of  the  com- 
pany likewise  extend  to  Bay  Port,  Port  Austin  and  Grind- 
stone City,  where  it  maintains  toll  stations,  and  to  the  vill- 
age of  Bad  Axe,  where  it  has  an  exchange  of  less  than 
twenty  subscribers. 

The  Consolidated  Telephone  Company,  which  is  a  so- 
called  connecting  company  of  the  Michigan  State  Tele- 
phone Company,  has  its  construction  in  the  county  of 
Huron,  and  the  adjoining  county  of  Sanilac.  Its  principal 
development  in  Huron  County  is  in  the  village  of  Bad  Axe, 
where  at  the  time  of  the  hearing  it  had  an  exchange  of  397 
subscribers.     It  maintains  exchanges  at  Ubly  and  Case- 
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ville,  with  which  it  has  toll  line  connections,  as  it  has  like- 
wise with  the  before  mentioned  exchanges  at  Pigeon,  Elk- 
ton  and  Owendale.  The  toll  lines  of  the  Michigan  State 
Telephone  Company,  known  generally  as  the  **Bell  Sys- 
tem," extend  into  the  county  of  Huron  from  the  cities  of 
Saginaw  and  Port  Huron,  with  toll  connections  at  Ubly, 
Bad  Axe,  Elkton,  Pinnebog,  Kinde,  Port  Austin,  Point 
Aux  Barques,  Port  Hope  and  Harbor  Beach.  At  the  last 
two  mentioned  places  its  connections  are  with  independ- 
ently operated  companies  that  serve  those  communities. 
The  Michigan  State  Telephone  Company  maintains  no  ex- 
changes within  the  territory  of  the  Consolidated  company 
and  within  that  territory  its  toll  lines  are  operated  through 
the  agency  of  the  latter  company  in  accordance  with  cer- 
tain contract  stipulations. 

Bad  Axe,  which  as  already  stated,  has  access  to  the  lines 
of  the  Valley  Home  company,  the  Consolidated  company 
and  the  Michigan  State  company,  is  the  county  seat  of 
Huron  County,  and  a  town  of  growing  industrial  and  com- 
mercial importance  with  urgent  demand  for  the  widest 
means  of  telephone  communication  with  every  portion  of 
the  county  as  well  as  with  adjacent  territory.  At  the  time 
of  the  'hearing,  the  northern  portion  of  the  county  in  the 
vicinities  of  Bedford,  Pinnebog  and  Kinde,  with  a  develop- 
ment of  upwards  of  400  telephones,  and  the  western  por- 
tion in  the  vicinity  of  Sebewaing,  where  the  Valley  Home 
company  has  an  exchange  of  approximately  300  sub- 
scribers, were  denied  access  to  Bad  Axe  except  through  the 
limited  facilities  which  the  Valley  Home  company  could 
offer  at  that  place,  while  the  Bad  Axe  subscribers  of  the 
Consolidated  company  were  likewise  restricted,  not  to 
mention  the  further  restriction  resulting  from  the  lack  of 
the  means  of  intercommunication  to  the  more  distant  ter- 
ritory ser\'^ed  by  the  respective  companies,  and  between 
which  there  are  natural  relations  to  be  promoted  by  such 
means  of  communication.  Since  the  hearing  the  Commis- 
sion has  been  formally  advised  that  a  physical  connection 
has  been  installed  at  Kinde  between  the  lines  of  the  Mich- 
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igan  State  Company  and  the  lines  of  the  individually  owned 
systems  at  that  place,  and  that  service  is  now  being  ac- 
corded the  telephone  users  of  that  place,  Pinnebog  and 
Bedford  with  Bad  Axe  and  the  lines  of  the  Consolidated 
and  Michigan  State  companies  generally,  but  this  connec- 
tion affords  no  relief  to  the  subscribers  of  the  Valley  com- 
pany at  Sebewaing,  nor  does  it  promote  that  wider  com- 
munication desirable  between  the  subscribers  of  the  Valley 
Home  and  the  Consolidated  companies,  which  could 
be  effected  by  a  physical  connection  between  the  lines  of 
the  companies  at  Bad  Axe,  and  to  effect  which  the  Valley 
Home  company  through  its  representatives  at  the  hearing 
offered  to  discontinue  its  exchange  service  in  Bad  Axe, 
thereby  removing  from  consideration  the  question  of  any 
loss  that  might  result  to  the  Consolidated  company  from 
6j>emng  its  toll  connections  to  a  local  rival.  The  Consoli- 
dated company  protests  that  if  it  be  required  to  open  its 
lines  to  the  Valley  Home  company  at  all,  that  the  point  of 
connection  should  be  at  Elkton  and  not  at  Bad  Axe  to 
which  former  point  it  maintains  a  toll  circuit  in  duplica- 
tion of  lines  maintained  by  the  Valley  Home  company; 
that  by  connecting  the  lines  of  the  Valley  Home  at  Elkton 
it  would  protect  its  toll  line  investment  by  receiving  the 
whole  of  the  toll  for  all  messai^es  passing  between  the  two 
points.  But  we  are  unable  to  discover  where,  under  the 
conditions  as  proposed,  there  is  any  prospect  of  financial 
loss  to  the  Consolidated  company  through  physical  con- 
nection with  the  Valley  Home  company  at  Bad  Axe.  A 
connection  between  the  lines  of  the  two  companies  must 
necessarily  result  in  an  increase  of  traffic  and  consequent 
increase  in  revenue.  The  investment  of  the  Valley  Home 
company  in  its  lines  between  Elkton  and  Bad  Axe  should 
be  protected  as  well  as  the  investment  of  the  Consolidated 
company  in  its  like  property.  The  problem,  to  our  minds, 
presents  no  difficulties.  Through  rules  and  practices  es- 
tablished between  the  two  companies  regulating  the  rout- 
ing of  messages,  and  through  joint  rates  to  be  estab- 
lished, the  interests  of  both  companies  can  be  amply  and 
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fairly  protected.  There  are  at  present  five  circuits  main- 
tained by  the  three  companies  between  Elkton  and  Bad 
Axe,  one  the  property  of  the  Consolidated  company,  two 
belonging  to  the  Michigan  State  company,  and  two  to  the 
Valley  Home  company,  the  circuits  of  the  two  latter  com- 
panies connecting  through  to  Saginaw  and  other  distant 
points.  It  is  the  opinion  of  the  Commission  that  the  com- 
bined circuits  are  not  in  excess  of  the  needs  of  the  com- 
bined traffic  if  the  same  is  properly  distributed.  More- 
over, if  the  connection  between  the  lines  of  the  Consolidated 
company  and  the  Valley  Home  was  installed  at  Elfcton,  it 
would  be  in  an  exchange  not  owned  or  operated  by  the 
Consolidated  company.  It  would,  in  our  opinion,  increase 
the  expense  of  operation  and  markedly  interfere  with  the 
service. 

The  lines  of  the  Valley  Home  company  and  the  Consoli- 
date<l  company  in  the  village  of  Bad  Axe  are  so  located 
as  to  render  their  connection  for  the  interchange  of  mess- 
ages of  the  simplest  character.  We  are  satisfied  that  the 
public  convenience  and  necessity  will  be  subserved  by 
such  physical  connection  for  the  reasons  hereinbefore  re- 
cited. By  this  connection  the  telephone  users  of  an  exten- 
sive area  of  the  State,  comprising  a  number  of  independent 
companies,  will  be  brought  into  contact  with  universal  tele- 
phone service. 

The  actual  work  of  installing  the  physical  connection 
should  be  performed  by  the  Consolidated  company  and 
should  be  fully  completed  on  or  before  thirty  days  from 
this  date.  By  the  provisions  of  the  statute  the  division 
of  the  expenses  of  installing  such  physical  connection,  and 
the  establishment  and  division  of  the  joint  rates,  tolls  and 
charges  for  the  transmission  of  messages  is  for  the  own- 
ers of  the  facilities  in  the  first  instance.  If,  at  the  expira- 
tion of  the  time  fixed  for  the  installing  of  such  physical 
connection,  it  shall  appear  that  the  parties  in  interest  have 
failed  to  agree  upon  the  division  of  such  expense,  and  have 
likewise  failed  to  agree  in  the  establishment  of  joiAt  rates, 
tolls  and  charges,  and  the  division  to  be  made  therein,  and 
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the  traffic  rules  to  be  observed  in  the  handling  of  the  joint 
business,  such  matters  will  be  determined  by  the  supple- 
mental order  of  this  Commission,  for  which  purpose  juris- 
diction is  hereby  retained. 

Order. 

Petitions  were  filed  in  the  above  entitled  matter  by 
numerous  subscribers  to  the  service  of  the  Consolidated 
Telephone  Company  and  the  Valley  Home  Telephone 
Company  in  the  village  of  Bad  Axe  and  other  places  in  the 
county  of  Huron,  State  of  Michigan,  praying  the  order  of 
this  Commission  requiring  the  installation  of  physical  con- 
nection between  the  facilities  of  said  Consolidated  Tele- 
phone Company  and  the  lines  of  the  Valley  Home  Tele- 
phone Company  in  the  said  village  of  Bad  Axe.  Upon 
such  petition  hearing  was  regularly  had. 

And  this  Commission,  having  duly  considered  said  peti- 
tions and  the  evidence  oflFered  at  the  hearing  thereon,  are 
of  the  opinion  that  a  physical  connection  between  the  lines 
and  facilities  of  the  Consolidated  Telephone  Company  and 
the  lines  of  the  Valley  Home  Telephone  Company  within 
tlie  village. of  Bad  Axe  can  reasonably  be  made;  that  by 
such  connection  the  lines  of  said  companies  will  form  a 
continuous  line  of  communication,  and  that  public  con- 
venience and  necessity  will  be  subserved  thereby. 

Therefore,  by  virtue  of  the  authority  vested  in  us  by 
]aw. 

It  is  hereby  ordered,  That  the  Consolidated  Telephone 
Company  and  the  Valley  Home  Telephone  Company  make 
such  a  physical  connection  or  connections  between  their 
toll  lines  or  systems  in  the  village  of  Bad  Axe,  Huron 
County,  Michigan,  as  is  required  for  the  furnishing  of  toll 
line  service  between  the  subscribers  of  said  Consolidated 
Telephone  Company  and  the  Valley  Home  Telephone  Com- 
pany from  the  stations  installed  in  the  residences  and  busi- 
ness places  of  the  subscribers  to  the  service  of  said  com- 
panies, respectively,  in  their  various  exchanges. 
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And  it  is  further  ordered,  That  the  work  of  install- 
ing such  physical  connection  be  performed  by  the  Con- 
solidated Telephone  Company  and  be  fully  completed 
on  or  before  thirty  days  from  the  date  hereof,  at  which 
time  if  it  shall  appear  that  the  Consolidated  Telephone 
Company  and  the  Valley  Home  Telephone  Company  have 
failed  to  agree  upon  the  division  of  the  costs  of  installing 
said  physical  connection,  and  have  failed  to  establish  and 
agree  on  the  division  of  joint  rates,  tolls  and  charges  for 
the  use  of  such  physical  connection,  the  same  ^nll  be  es- 
tablislie<l  by  the  supplemental  order  of  this  Commission, 
for  which  purpose  jurisdiction  is  hereby  reserved. 

Dated  June  11,  1914. 


John  J.  Tweddle,  Parm  C.  Gilbert  v.  Michigan  State 
Telephone  Company  and  Citizens'  Telephone  Com- 
pany. 

T  — 51. 

Decided  June  11,  1914. 

CompulBory  Physical  Connection  of  Competing  Exchanges  for  Interchange 

of  ToU  Serylce. 

The  complainants  in  this  case  soup^ht  an  order  requiring  the  physical 
connection  of  the  lines  of  the  defendants  at  Traverse  City  for  the  inter- 
chano:e  of  messages  between  the  subscribei^s  of  their  competing  exchanges 
at  that  point. 

Inconvenience  to  Public  Occasioned  by  Lack  of  Connection. 
Traverse  City  is  a  center  having  more  or  less  intimate  official,  commer- 
cial and  social  relations  with  the  surrounding  communities.  There  are 
a  number  of  these  communities,  in  which  the  Michigan  State  Tele- 
phone Company  operates  the  sole  exchange,  with  which  the  subscrib- 
ers of  the  Citizens'  company  at  Traverse  City  can  converse  only  by  in- 
stalling a  Michigan  State  telephone  or  by  going  to  a  toll  station  of  the 
Michigan  State  Telephone  Company.  There  are  other  communities,  in 
which  only  the  Citizens'  Telephone  Company  operates,  which  can  be  reached 
by  the  Traverse  City  subscribers  of  the  Michigan  State  Telephone  Com- 
pany only  by  the  installation  of  a  Citizens'  telephone  or  bv  going  to  a 
toll  station  of  the  Citizens'  Telephone  Company.  There  is  also  a  group 
of  communities  with  which  interchange  of  conmnmication  can  be  had 
throiiirh  the  excliango  of  either  c(>mi)any  at  Travcr^'e  City. 
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Owing  to  its  extensive  long  distance  connections,  the  Michigan  State 
Telephone  Company  handles  a  greater  numher  of  messages  per  year  than 
the  Citizens'  Telephone  Company  despite  the  fact  that  the  Citizens'  com- 
pany has  about  four  times  as  many  local  subscribers. 

Held:  That  this  disproportion  in  the  number  of  messages  handled  in- 
dicates that  the  extent  of  the  inconvenience  and  financial  loss  resulting  to 
the  public  from  the  lack  of  intercommunication  is  of  a  very  material 
character. 

Conditions  Precedent  to  Order  Compelling  Connection. 

Held:  That  by  the  express  terms  of  the  statute  two  conditions  must 
be  found  to  exist  as  conditions  precedent  to  an  order  compelling  physical 
connection:  (1)  That  such  connection  can  reasonably  be  made  between 
telephone  systems  whose  lines  by  such  connection  can  be  made  to  form 
a  continuous  line  of  communication;  (2)  That  such  connection  will  sub- 
serve public  convenience  and  necessity; 

That  the  first  of  these  conditions  involves  the  necessity  of  finding  that 
the  connection  sought  is  practicable  from  an  engineering  standpoint,  that 
when  made  it  will  facilitate  the  service  required,  that  its  cost  will  not 
exceed  the  benefits  to  be  derived  by  those  making  use  of  it  and  that  there 
is  a  reasonable  prospect  of  financial  return  to  those  burdened  with  its 
maintenance  and  operation; 

That  the  engineering  problem  presented  in  the  physical  connection  of  the 
lines  of  the  defendant  companies  is  of  the  simplest  character  and  that  the 
connection  can  be  effected  at  little  more  than  a  nominal  expense,  will  not 
impair  the  sendee  of  either  company,  and  will  serve  as  a  means  of  con- 
necting the  subscribers  of  each  company  with  the  subscribers  and  toll 
lines  of  the  other; 

That  these  facts  justify  a  finding  that  the  connection  can  be  reasonably 
made  and  that  by  such  connection  the  lines  involved  can  be  made  to  form 
a  continuous  line  of  communication. 

Public  Convenience  and  Necessity. 

Held:  That  the  second  of  these  conditions  involves  the  consideration 
of  three  questions:  (1)  Is  there  a  well  reasoned  public  demand  for  the 
thing  sought?  (2)  Will  its  establishment  seriously  interfere  with  or 
jeopardize  private  rights?  (3)  Will  better  service  to  the  public  result 
therefrom  ? 

That  considered  from  these  viewpoints,  the  enforcement  of  the  connec- 
tion is  justified  on  the  ground  of  public  convenience  and  necessity,  which 
can  never  be  the  subject  of  exact  classification  or  definition  because  it  is 
determined  by  the  particular  facts  of  each  case  and  requires  the  exercise 
of  the  discretion  of  the  Commission  in  caring  for  "  public  exigencies." 
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Prevention  of  DapUc^tlon  of  FadUtieB. 

Held:  That  this  conclusion  is  supported  by  the  statute,  which  was  in- 
tended to  prevent  duplication  of  facilities  and  at  the  same  time  afford 
the  widest  possible  use  of  telephonic  facilities  through  the  physical  con- 
nection of  separately  owned  companies,  and  would  fail  to  serve  its  pur- 
pose if  it  became  the  means  of  protecting  the  property  rights  of  compet- 
ing telephone. companies  by  denying  to. the  public  the  widest  possible  use 
of  the  facilities  protected.  A  utility  is  protected  against  competition 
because  one  utility  can  be  made  to  serve  the  purpose  of  two,  and  in  such 
a  case  physical  connection  between  the  lines  of  the  separate  companies  is 
absolutely  essential  to  efficient  regulation. 

OonsUtutioniil  Objections  to  Compalaory  Thjsictl  Connection. 

With  respect  to  the  constitutional  questions  involved  in  compelling 
physical  connection, 

Held:  That  the  Commission  is  bound  by  the  spirit  of  the  law  under 
which  it  acts  and  by  the  express  provisions  of  the  fundamental  law  of  the 
land  to  protect  all  private  property  employed  in  the  public  service,  and 
that  no  degree  of  public  convenience  and  necessity  and  no  demonstration 
of  the  simplicity  of  establishing  connection  can  justify  the  confiscation 
of  property  directly  or  indirectly; 

That  there  is  nothing  in  the  statute  which  justifies  the  defendants'  as- 
sumption that  each  exchange  will  be  required  to  furnish  service  to  its  com- 
petitor's subscribers  on  the  same  terms  under  which  it  furnishes  service 
to  its  own  subscribers,  thus  giving  the  use  of  its  facilities  without  com- 
pensation or  for  an  inadequate  compensation,  upon  which  assumption  the 
defendant  bases  its  theory  that  its  property  is  to  be  directly  confiscated 
and  its  use  indirectly  taken  without  just  compensation. 

Justifiable  Discrimination  between  Subscribers  of  Competing  Exdianges  — 
Additional  Cliarge  for  Connection  with  Competing  Exchange. 

Held:  That  a  telephone  subscriber  is  not  entitled  to  the  service  of  two 
or  more  exchanges  at  the  reasonable  rate  exacted  for  the  service  of  one 
and  the  subscriber  of  one  company  desiring  service  through  the  exchange 
of  the  other  must  pay  an  additional  rate  commensurate  with  the  service 
received,  this  constituting  a  just  and  necessary  discrimination  between  the 
subscribers  of  the  competing  exchanges; 

That  the  additional  costs  which  are  occasioned  by  the  connection  must 
be  included  in  the  additional  charge,  which  is  not  to  be  absorbed  by  either 
company  but  divided  between  them. 

Limitation  of  Use  of  Connection  to  Interchange  of  Toll  Messages. 

Held:  That  for  the  present  the  use  of  the  connection  will  be  limited  to 
the  funiishino:  of  the  toll  senice  of  each  company  to  the  subscribers  of  th« 
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other,  the  Commission  reserving  jurisdiction  for  the  purpose  of  requiring 
additional  service  if  warranted  by  the  exigencies  of  the  situation. 

Blylsion  of  Cost  of  Installation  —  EstabUslunent  and  Diylsion  of  Joint  Bates. 

The  Commission  ordered  the  Michigan  State  Telephone  Company  to  in- 
stall physical  connection  within  thirty  days  and  provided  that,  if  at  the 
end  of  that  time  the  companies  had  failed  to  agree  upon  the  division  of 
the  cost  of  installation  or  had  failed  to  establish,  and  agree  upon  the 
division  of,  joint  rates,  the  Commission  would  issue  a  supplemental  order 
establishing  the  same.* 

Appeakances  : 

John  J.  TweddUj  Farm  C.  Gilbert^  for  complainants. 

Thomas  G.  Long,  attorney,  for  Michigan  State  Telephone 
Company. 

Charles  E.  Tarte,  general  manager,  for  Citizens'  Tele- 
phone Company. 

Opinion. 
Hemans,  Commissioner:^ 

In  the  city  of  Traverse  City  there  are  competing  tele- 
phone exchanges,  the  one  operated  by  the  Michigan  State 
Telephone  Company,  generally  denominated  the  **Bell 
System,"  and  the  other  by  the  Citizens'  company,  a  com- 
pany operating  in  the  city  of  Grand  Eapids  and  several 
other  cities  of  western  Michigan. 

The  proceedings  in  the  above  entitled  matter  were  insti- 
tuted to  obtain  the  order  of  the  Commission  requiring  these 
telephone  companies  to  provide  physical  connection  between 
the  respective  exchanges  in  Traverse  City  to  facilitate  the 
interchange  of  telephone  messages  between  the  subscribers 
of  the  two  systems  connected  with  the  respective  exchanges. 

To  the  petition  filed  herein  the  defendant  Michigan  State 
Telephone  Company  entered  formal  answer,  controverting 
the  jurisdiction  of  tlie  Commission  to  make  any  order  in 


•  Editor's  headnote. 

Editor's  Note:  The  Michigan  State  Telephone  Company  has  asked 
for  an  injunction,  restraining  the  Commission  from  enforcing  its  order  of 
June  11  1914,  ordering  physical  connection  at  Traverse  City  between  the 
lines  of  the  Michigan  State  Telephone  Company  and  the  Citizens'  Tele- 
phone Company. 
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the  premises,  and  its  authority  to  require  a  physical  con- 
nection between  the  lines  and  facilities  of  the  defendant 
companies.  The  Citizens'  Telephone  Company  filed  no 
formal  answer,  but  through  its  representative  at  the  hear- 
ing expressed  itself  as  willing  to  abide  such  order  and 
determination  as  might  be  made  herein. 

The  facts  material  to  an  understanding  of  the  issue,  sus- 
tained by  the  record,  are  as  follows :  The  Michigan  State 
Telephone  Company  is  the  dominant  telephone  system  of 
the  State.  It  has  exchanges  in  all  of  the  more  populous 
centers  of  the  State,  and  toll  lines  radiating  to  every  sec- 
tion, with  connection  with  the  lines  of  the  American  Tele- 
phone and  Telegraph  Company  through  which  it  facilitates 
the  transmission  of  interstate  messages. 

The  Citizens'  Telephone  Company  of  Grand  Rapids  is 
the  larger  of  the  so-called  independent  companies  of  the 
State ;  its  greatest  strength,  from  the  standpoint  of  patron- 
age, being  in  Grand  Rapids  and  certain  cities  of  western 
Michigan,  in  few,  if  any,  of  which  is  it  the  exclusive  tele- 
phone facility. 

The  city  of  Traverse  City,  according  to  the  census  of 
1910,  has  a  population  in  excess  of  12,000.  It  is  the  lead- 
ing city,  commercially  and  industrially,  of  an  extensive  sec- 
tion. As  of  the  first  day  of  January,  1914,  the  Citizens' 
Telephone  Company  had  connected  with  its  Traverse  City 
exchange  1,740  sub-stations  or  subscribers,  while  at  the 
same  time  there  were  479  connected  with  the  Michigan 
State  exchange. 

At  the  time  of  the  hearing  there  were  188  duplications,  or 
cases  where  subscribers  had  telephones  of  both  exchanges. 

Contiguous  to  the  city  of  Traverse  City  are  numerous 
cities  and  villages  whose  citizens  are  in  more  or  less  inti- 
mate oflScial,  commercial  and  industrial  relation  with  the 
citizens  of  Traverse  City.  Traverse  City  has  certain  whole- 
sale and  jobbing  concerns  patronized  by  merchants  of  sur- 
rounding communities.  It  is  the  principal  city  in  the  Thir- 
teenth Judicial  Circuit,  which  includes  the  counties  of  An- 
trim, Charlevoix,  Grand  Traverse  and  Leelanau.     It  is  the 
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site  of  the  Traverse  City  State  Hospital  for  the  insane, 
which  receives  its  patients  from  the  thirty-seven  counties 
of  the  northern  portion  of  the  Power  Peninsula. 

Many  of  the  communities  that  are  in  close  social,  oflScial 
and  commercial  relation  with  the  city  of  Traverse  City  have 
no  other  telephone  facilities  except  such  as  are  furnished 
by  the  Michigan  State  Telephone  Company.  Among  such 
are  Charlevoix,  Central  Lake,  Ellsworth,  East  Jordan  and 
Manistee.  Elk  Rapids  should  likewise  be  included  in  this 
list  for  its  telephone  development  is  wholly  that  of  the 
Michigan  State  Telephone  Company,  except  that  a  toll  sta- 
tion is  maintained  in  the  city  by  the  Citizens'  Telephone 
Company.  As  between  the  citizens  of  these  communities 
and  the  citizens  of  Traverse  City,  telephone  communication 
is  possible  only  over  the  lines  and  by  means  of  the  facilities 
of  the  Michigan  State  Telephone  Company.  There  are  a 
number  of  other  communities  where  the  Citizens'  Telephone 
Company,  as  at  Traverse  City,  has  considerable  telephone 
development  in  competition  with  the  Michigan  State  com- 
pany; among  such  being  the  towns  of  Buckley,  Empire, 
Kingsley,  Leland,  Maple  City,  Northport,  Old  Mission, 
Oviatt,  Fort  Oneida  and  Suttons  Bay.  As  between  the 
subscribers  to  the  service  of  the  Citizens'  company  at  these 
points,  direct  connection  and  communication  can  be  had 
with  the  city  of  Traverse  City  only  through  the  exchange 
of  the  Citizens'  Telephone  Company.  There  are  a  number 
of  other  cities  and  villages  in  the  general  territory  of  Trav- 
erse City,  such  as  Petoskey,  Boyne  City,  Boyne  Falls,  Kal- 
kaska, Mancelona,  Alden  and  Bellaire,  where  the  telephone 
facilities  are  owned  by  the  Michigan  State  Telephone  Com- 
pany. These  communities  were  formerly  served,  at  least 
in  part,  by  the  Swaverly  Telephone  Company,  which  was 
purchased  and  became  merged  with  the  Michigan  State 
Telephone  Company.  By  the  order  of  this  Commission, 
giving  sanction  to  such  merger,  the  former  connections  of 
the  Swaverly  company,  which  included  the  Citizens'  Tele- 
phone Company,  were  preserved  and  extended  to  the  com- 
bined properties,  so  that  the  subscribers  of  the  exchanges 
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of  the  Michigan  State  Telephone  Company  at  the  places 
last  mentioned  have  direct  means  of  communication  with 
any  subscriber  of  either  exchange  in  Traverse  City,  and 
are  accorded  the  service  by  simply  indicating  at  the  time 
of  the  call,  the  particular  exchange  with  which  the  person 
called  has  connection  in  Traverse  City.  Likewise  the  sub- 
scriber of  both  exchanges  in  Traverse  City  have  the  means 
of  communication  with  all  the  subscribers  in  the  particular 
exchanges  last  mentioned,  which  are  embraced  in  the  terri- 
tory formerly  served  by  the  Swaverly  Telephone  Company. 

Summarized,  the  telephone  situation  at  Traverse  City  is 
as  follows: 

Within  the  city  the  Citizens '  Telephone  Company  has  an 
exchange  of  1,740  subscribers  as  against  approximately 
one-fourth  that  number  connected  with  the  exchange  of  the 
Michigan  State  Telephone  Company.  There  are  a  number 
of  important  commercially  related  communities  with  which 
the  subscribers  of  the  Citizens'  company  in  Traverse  City 
can  communicate  only  by  duplicating  the  facility  which  they 
have,  or  making  a  trip  to,  and  a  wait  at,  the  toll  station  of 
the  Michigan  State  company.  There  is  a  second  group  of 
communities  in  which  the  citizens  of  Traverse  City  have 
social  and  business  interests,  but  with  which  the  subscribers 
to  the  service  of  the  Michigan  State  company  can  have  no 
communication,  except  by  installing  a  duplicate  instrument 
of  the  Citizens'  company,  or  by  seeking  such  toll  facihties 
as  are  to  be  had  by  the  inconvenience  of  a  visit  to  the 
exchange  of  that  company.  There  is  a  third  group  of  com- 
munities with  which  interchange  of  communication  may  be 
had  through  the  exchange  of  either  company. 

As  bearing  upon  the  extent  of  public  inconvenience  re- 
sulting from  this  situation,  it  is  of  interest  to  note  that 
the  record  discloses  that  for  the  year  preceding  the  thirty- 
first  of  December,  1913,  the  Citizens'  company,  for  the 
Traverse  City  exchange,  shows  23,491  outgoing  messages, 
which  returned  revenue  to  the  company  of  $5,416.38,  or  an 
average  of  approximately  23  cents  a  message.  The  toll 
receipts  from  incoming  messages  was  shown  to  be  $6,756.80. 
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Applying  the  same  average  message  return  would  show 
29,377  incoming  messages  or  a  total  of  outgoing  and  incom- 
ing messages  of  52,868. 

For  the  same  period  the  Traverse  City  exchange  of  the 
Michigan  State  Telephone  Company  discloses  22,268  out- 
going messages.  The  incoming  messages  were  estimated 
from  a  four  days'  peg  count  and  were  computed  to  be 
44,100,  or  a  total  of  outgoing  and  incoming  messages  of 
66,368.  There  is  no  way  of  accurately  computing  for  this 
period  the  number  of  times  the  subscribers  of  one  exchange 
were  required  to  go  in  person  to  use  the  toll  facilities  of 
the  exchange  with  which  they  have  not  connection,  in  the 
making  or  answering  of  calls,  because,  for  the  incoming 
calls  the  Michigan  State  company  uses  the  exchange  service 
of  the  Citizens '  Telephone  Company  to  call  the  subscribers 
of  that  exchange  to  answer  toll  messages  so  there  are  no 
messenger  records  for  such  calls.  But  when  we  recall  the 
extensive  toll  connections  of  the  Michigan  State  Telephone 
Company,  and  observe  that  with  a  local  exchange  of  479 
subscribers  it  handles  in  one  year  66,368  incoming  and  out- 
going messages,  as  against  52,868  messages  of  like  char- 
acter which,  during  the  same  period,  were  handled  by  the 
Citizens'  Telephone  Company  with  its  local  exchange  of 
1,740  subscribers,  we  are  impressed  that  the  extent  of  the 
inconvenience  and  financial  loss  resulting  to  the  public  from 
the  particular  situation  is  of  a  very  material  character. 

T^e  particular  statute  under  which  the  order  of  this  Com- 
mission is  sought,  requiring  the  physical  connection  of  the 
lines  of  the  two  telephone  companies,  is  Section  6  of  Act  206, 
Public  Acts  of  1913,  and  is  as  follows : 

"  Sec.  6.  Whenever  the  Commission,  after  a  hearing  had  on  its  own 
motion  or  upon  complaint  of  any  party  in  interest,  shaU  find  that  a  phys- 
ical connection  can  reasonably  be  made  between  the  lines  of  two  or  more 
persons,  copartnerships  or  corporations  operating  telephone  lines,  whose 
lines  by  such  connection  can  be  made  to  form  a  continuous  line  of  com- 
munication, and  that  public  convenience  and  necessity  will  be  subserved 
thereby,  or  shall  upon  like  motion  or  complaint  find  that  two  or  more 
persons,  copartnerships  or  corporations  so  operating  telephone  lines  have 
failed  to  establish  joint  rates,  tolls  or  charges  for  service  by  or  over  their 
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said  lines,  the  Commission  may  by  its  order  require  that  such  physical 
connection  be  made,  and  may  prescribe  through  lines  and  joint  rates,  tolls 
and  charges  to  be  made  and  to  be  used  and  obser^'ed  in  the  future.  If 
such  persons,  copartnerships  or  corporations  so  operating  telephone  lines 
and  telephone  facilities  do  not  agree  upon  the  division  between  them  of 
the  cost  of  installing  of  such  physical  connection  or  connections,  or  the 
division  of  any  joint  rate,  tolls  or  charges  established  by  the  Commission 
over  such  through  line,  the  Commission  shall  have  authority,  after  hearing, 
to  establish  such  division." 

It  appears  that  the  statute  by  its  express  terms  names 
two  conditions  that  must  be  found  to  exist  as  conditions 
precedent  to  the  ordering  of  a  physical  connection  between 
the  lines  of  separate  companies: 

First,  that  such  connection  can  reasonably  be  made  be- 
tween the  lines  of  two  or  more  persons,  copartnerships  or 
corporations,  whose  lines  by  such  connection  can  be  made 
to  form  a  continuous  line  of  communication. 

We  assume  that  from  this  requirement  the  Commission 
is  bound  in  a  given  cause  to  find  that  from  an  engineering 
standpoint  the  connection  sought  is  practicable;  to  find 
that  when  the  connection  is  made  it  will  facilitate  the 
service  required,  and  that  it  can  be  made  at  an  exi>ense 
not  in  excess  of  the  benefits  to  be  derived  by  those  who  use 
it,  and  that  there  is  reasonable  prospect  of  financial  re- 
turn to  those  burdened  with  its  maintenance  and  opera- 
tion. 

The  exchange  buildings  of  both  the  Michigan  State,  and 
Citizens'  companies  in  Traverse  City  are  located  on  Front 
Street,  the  one  on  the  corner  of  Union  Street  and  the 
other  near  the  corner  of  Cass  Street,  but  little  more  than  a 
city  block  apart.  The  cables  of  the  Citizens'  company  are 
in  conduits  in  an  alley-way  in  the  rear  of  both  exchanges, 
while  the  cables  of  the  Michigan  State  company  are  car- 
ried upon  poles  in  the  same  alley-way.  The  engineering 
problem  presented  in  a  physical  connection  between  the 
lines  of  the  two  companies  in  the  city  of  Traverse  City 
is  of  the  simplest  and  could  be  effected  at  little  more  than 
a  nominal  expense.  It  is  not  seriously  contended  that 
such  a  connection  would  impair  the  service  of  either  eom- 
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pany  if  made,  and  it  is  likewise  conceded  that  if  made  it 
would  serve  as  a  means  of  connection  from  the  sub- 
scribers of  one  exchange  to  the  subscribers  and  over  the 
toll  lines  of  the  other  exchange.  The  record,  therefore, 
justifies  the  finding  that  in  the  instant  case  a  physical 
connection  can  reasonably  be  made,  and  that  the  lines  by 
such  connection  can  be  made  to  form  a  continuous  line  of 
communication. 

Secondly,  by  the  statute  quoted,  it  is  made  the  duty  of 
this  Commission  to  find  that  such  a  connection  when  made 
will  subserve  public  convenience  and  necessity.  The  term 
**  public  convenience  and  necessity"  is  one  frequently 
found  in  statutes  requiring  official  action  of  a  discretionary 
character,  promoting  what  may  be  termed  **  public  ex- 
igencies.'' These  can  never  be  the  subject  of  exact  classi- 
fication or  definition  because  they  are  always  questions  of 
facts  that  are  deduced  from  a  variety  of  considerations. 
The  phrase  **  public  convenience  and  necessity"  is  used 
in  two  other  sections  of  the  act  of  which  the  section  in 
question  forms  a  part.  In  lection  8,  the  sale  or  lease  of 
telephone  facilities,  and  in  Section  9,  the  securing  of  a 
franchise  for  the  construction  of  telephone  facilities,  is 
made  to  depend  upon  a  finding  by  the  Commission  that 
public  convenience  and  necessity  is  to  be  thereby  served. 

In  considering  the  question  of  public  convenience  and 
necessity,  we  assume  that  the  Commission's  inquiry  should 
be :  Is  there  a  well  reasoned  public  demand  for  the  thing 
sought?  Will  its  construction  seriously  interfere  with  or 
jeopardize  private  rights?  When  constructed,  will  the 
public  be  thereby  better  served? 

Considering  the  question  from  each  viewpoint  suggested, 
we  are  persuaded  that  the  connection  is  justified  on  the 
grounds  of  public  convenience  and  necessity,  and  in  this 
connection,  aside  from  the  record  bearing  upon  the  sub- 
ject, an  examination  of  the  telephone  statute  as  a  whole 
reveals  a  further  consideration  which,  we  think,  supports 
this  position.  It  is  the  evident  purpose  of  the  statute  to, 
as  far  as  possible,  substitute  regulation  for  competition. 
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As  already  indicated,  by  the  terms  of  the  law,  a  company 
may  no  longer  construct  lines  upon  the  highways  without 
this  Commission  having  first  found  that  such  telephone 
construction  is  justified  by  public  convenience  and  neces- 
sity. All  telephone  utilities  now  promptly  seek  the  inter- 
vention of  this  Commission  when  there  is  prospect  of  du- 
plication of  their  lines  in  a  given  territory.  •  The  plain  in- 
tent of  the  law  was  to  eliminate  the  economic  waste  inci- 
pient to  the  duplication  of  facilities  and  at  the  same  time 
give  the  widest  possible  use  of  telephone  facilities  through 
the  physical  connection  of  separately  owned  companies. 
The  statute  would  come  very  far  from  serving  its  purpose 
if  it  became  the  means  of  protecting  the  property  rights 
of  competing  telephone  companies  by  denying  the  public 
the  widest  use  possible  of  the  facility  protected.  The 
facility  is  protected  against  competition  because  one  utility 
can  be  made  to  serve  the  purpose  of  two  or  more.  Phys- 
ical connection  between  the  lines  of  separate  telephone  com- 
panies is  absolutely  essential  to  efficient  regulation. 

There  is  a  third  consideration  not  specifically  set  forth 
in  the  statute  as  a  thing  that  must  be  found  as  a  pre- 
requisite to  the  ordering  of  a  physical  connection,  but  a 
matter  that  the  Commission  is  none  the  less  bound  to  con- 
sider as  a  part  of  the  general  law  of  the  land.  It  is  the 
contention  of  defendant,  the  Michigan  State  Telephone 
Company,  that  to  require  it  to  install  physical  connection 
between  its  lines  and  the  lines  of  its  competitor,  the  de- 
fendant Citizens'  Telephone  Company,  and  to  require  it 
to  turn  over  its  facilities  and  long  distance  circuits  to  the 
subscribers  of  that  company,  will  be  a  taking  of  the  prop- 
erty of  the  Michigan  State  Telephone  Company  without 
paying  just  compensation  therefor,  and  therefore  in  con- 
travention to  the  guaranties  of  the  State  and  Federal  Con- 
stitutions. It  is  likewise  further  urged  by  it  that  if  it  be 
required  by  the  order  of  this  Commission  to  open  its  toll 
lines  and  give  access  to  its  long  distance  connections  to  the 
exchange  of  the  Citizens'  company,  which  at  Traverse  City 
has  much  the  larger  number  of  subscribers,  the  inevitable 
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and  necessary  result  will  be  that  all  subscribers  who  now 
have  connection  with  the  local  exchange  of  the  Michigan 
State  company  because  of  its  long  distance  connections, 
will  put  out  their  Michigan  State  telephones  and  use  only 
the  instruments  of  the  Citizens'  company,  and  in  this  man- 
ner it  is  claimed  an  order  for  physical  connection  in  the 
instant  case  would  result  in  a  confiscation  of  the  property 
of  the  Michigan  State  Telephone  Company.  No  degree 
of  public  convenience  and  necessity  supporting  the  phys- 
ical connection  of  competing  telephone  properties,  and  no 
demonstration  of  the  simplicity  of  such  connection  can 
ever  stand  as  a  justification  for  confiscation  directly  or  in- 
directly, and  although  the  particular  statute  under  which 
the  order  of  this  Commission  is  sought  is  silent  upon  the 
subject,  this  Commission  is  bound  by  the  spirit  of  the  law 
under  which  it  acts  and  express  provisions  of  the  funda- 
mental law  of  the  land  to  protect  all  privaite  proi)erty  em- 
ployed in  public  service,  but  the  theory  of  the  Michigan 
State  Telephone  Company  that  its  property  is  to  be  di- 
rectly confiscated  and  that  in  its  use  it  is  to  be  indirectly 
taken  without  just  compensation,  proceeds  from  the  as- 
sumption that  in  case  of  physical  connection  between  the 
two  exchanges  each  exchange  is  to  be  required  to  furnish 
service  to  the  subscribers  of  its  competitor  upon  the 
same  terms,  for  the  same  charges  and  the  same  tolls  that 
it  furnishes  like  service  to  its  own  subscribers;  that  it  is 
to  give  the  use  of  its  facilities  and  perform  service  with- 
out eompeneation  or  at  least  for  an  inadequate  compensa- 
tion ;  but  there  is  nothing  in  the  statute  to  justify  this  as- 
sumption. The  patron  of  an  exchange  wliich  transmits 
his  message  over  a  physical  connection  and  on  to  the  lines 
of  the  connecting  company  must  pay  a  rate  commensurate 
with  the  service  he  receives.  This  rate  may  be  higher 
than  tjie  rate  named  by  either  company  to  its  own  sub- 
scribers. For,  in  the  service  over  the  line  of  the  two  com- 
panies there  are  accounting  costs,  costs  of  operation  and 
costs  of  maintenance  not  to  be  dealt  with  in  the  case  of  a 
patron  talking  over  the  line  of  the  company  to  which  he  is 
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a  subscriber.  Under  the  law,  the  company  with  which  a 
message  that  traverses  the  lines  of  more  than  one  company 
originates,  becomes  the  guarantor  to  the  connecting  com- 
pany of  all  tolls  and  charges.  This  is  a  consideration  that 
likewise  involves  additional  expense.  Because  of  these 
and  other  considerations,  the  subscriber  of  one  company 
desiring  service  over  the  line  of  another  company  must 
pay  a  rate  which  reasonably  compensates  for  the  additional 
service.  A  telephone  subscriber  is  not  entitled  to  the 
service  of  two  or  more  exchanges  at  the  reasonable  rate  . 
exacted  for  the  service  of  one  exchange. 

The  additional  charge  which  the  companies  are  war- 
ranted in  making  must,  under  the  statute,  be  in  the  form 
of  a  joint  rate,  not  to  be  absorbed  by  either  company,  but 
to  be  divided  between  them.  *'  This,"  to  use  the  language 
of  the  Wisconsin  Commission  in  Winter  v.  LaCrosse  Tele- 
phone Company  et  al.,*  **  will  not  result  in  any  discrimina- 
tion between  subscribers  of  the  same  exchange,  but  will 
result  in  a  just  and  necessary  discrimination  between  the 
subscribers  of  the  different  exchanges.'' 

For  the  present,  the  Commission  limits  the  operation  of 
its  decision  requiring  physical  connection,  to  the  use  of 
such  connection  for  toll  line  service  to  the  subscribers  of 
each  company  connected  with  the  Traverse  City  exchanges, 
reserving  jurisdiction  for  the  purpose  of  requiring  such 
additional  and  further  service  as  the  exigencies  of  the  sit- 
uation may  warrant. 

The  work  of  installing  the  physical  connection  between 
the  lines  of  the  two  companies  at  Traverse  City  shall  be 
performed  by  the  Michigan  State  Telephone  Company  and 
be  fully  completed  on  or  before  thirty  days  from  this  date, 
at  which  time,  if  it  shall  appear  that  the  Michigan  State 
Telephone  Company  and  the  Citizens'  Telephone  Com- 
pany have  failed  to  agree  upon  the  division  of  the  costs  of 
installing  said  physical  connection  and  have  failed  to  es- 
tablish and  agree  upon  the  division  of  joint  rates,  tolls 
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and  charges  for  the  use  of  such  physical  connection,  the 
same  will  be  established  by  the  supplemental  order  of  this 
Commission,  for  which  purpose  jurisdiction  is  hereby  re- 
served. 

Obdbb. 

Petition  was  filed  herein  on  the  eighth  day  of  February 
A.  D.  1914,  praying  for  an  order  of  the  Commission  requir- 
ing a  physical  connection  between  the  telephone  exchanges 
of  the  respective  defendant  companies  in  the  city  of  Tra- 
verse City,  to  which  said  petition  answer  was  filed  by  the 
Michigan  State  Telephone  Company  and  hearing  had  in 
the  regular  order. 

And  this  Commission  having  read  the  pleadings  filed 
herein,  and  considered  the  evidence  and  arguments  of  coun- 
sel, are  of  the  opinion  that  a  physical  connection  between 
the  lines  of  said  companies  within  the  city  of  Traverse 
City  can  reasonably  be  made,  and  that  when  made  the  lines 
of  said  companies  will  form  a  continuous  line  of  communi- 
cation, and  that  the  public  convenience  and  necessity  will  be 
subserved  thereby. 

Therefore,  by  virtue  of  the  authority  vested  in  us  by 
law. 

It  is  hereby  ordered,  That  the  Michigan  State  Telephone 
Company  and  the  Citizens'  Telephone  Company  make 
such  a  physical  connection  or  connections  between  their 
toll  lines  or  systems  in  the  city  of  Traverse  City  as  is  re- 
quired for  the  furnishing  of  toll  line  service  to  the  sub- 
scribers of  each  company  at  the  stations  installed  in  their 
residences  and  places  of  business  over  the  toll  lines  of  the 
other  company. 

It  is  further  ordered,  That  the  work  of  installing  such 
physical  connection  shall  be  performed  by  the  Michigan 
State  Telephone  Company  and  be  fully  equipped  and  com- 
pleted on  or  before  thirty  days  from  the  date  hereof,  at 
which  time,  it  it  shall  appear  that  the  Michigan  State  Tele- 
phone Company  and  Citizens'  Telephone  Company  have 
failed  to  agree  upon  the  division  of  the  costs  of  installing 
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said  physical  connection,  and  have  failed  to  establish  and 
agree  upon  the  division  of  joint  rates,  tolls  and  charges  for 
the  use  of  such  physical  connection,  the  same  will  be  estab- 
lished by  the  supplemental  order  of  this  Commission,  for 
which  purpose  jurisidiction  is  hereby  reserved;  this  Com- 
mission likewise  reserving  jurisdiction  to  require  by  said 
physical  connection  such  further  and  additional  service  a^ 
the  conditions  may  from  time  to  time  demand. 

Dated  June  11, 1914. 


{ 
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MISSISSIPPI. 

Railroad  Commission. 

In  re  Application  of  John  L.  Smith  for  Permission  to 
Procure  from  the  Railroads  and  Telephone  and 
Telegraph  Companies  Free  Service  or  Service  at 
Eeduced  Bates  in  Furtherance  of  the  Work  to 
Secure  Funds  for  the  Mississippi  Exposition  Com- 
mission. 

Granted  June  25,  1914. 

Free  or  Reduced  Bate  Service  in  Aid  of  Securing  Funds  for  State  Exhibit 
at  Smi  Francisco  Exposition. 

Order. 

Aprplication  of  John  L.  Smith,  manager  of  the  Missis- 
sippi Exposition  Commission  for  permission  of  the  Missis- 
sippi Railroad  Commission  to  procure  free  transportation 
or  transportation  at  reduced  rates  from  all  railroads  in 
Mississippi,  and  it  appearing  that  the  Commission  is 
authorized  in  granting  such  aid  to  secure  free  transporta- 
tion for  John  L.  Smith,  A.  R.  Barracks,  F.  H.  Heinrichs 
for  the  said  service  of  all  railroads  in  Mississippi  and  to 
secure  the  service  of  the  telephone  and  telegraph  com- 
panies doing  business  in  the  State  of  Mississippi  in  fur- 
therance of  the  work  of  soliciting  funds  for  the  Missis- 
sippi Exposition  Commission,  and  the  same  being  heard 
and  it  appearing  to  the  Commission  that  the  Legislature  at 
its  recent  session  created  a  commission  to  solicit  funds  for 
the  purpose  of  having  Mississippi  represented  at  an  expo- 
sition to  be  held  at  San  Francisco,  California,  and  pro- 
vided o*n  said  account,  and  it  appearing  that  under  the 
provisions  of  Section  4844  of  the  Annotated  Code  of  1906, 
the  Commission  has  authority  to  permit  such  grants  in 
proper  cases  and  deeming  it  a  proper  case  in  this  instance, 

It  is,  therefore,  ordered  by  the  Commission,  That  the  said 
several  railroads  doing  business  in  Mississippi  may  grant 
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[Miss. 

free  transportation  or  transportation  at  less  than  the  regu- 
lar rates  to  the  said  John  L.  Smith,  A.  R.  Barracks  and 
F,  H.  Heinrichs,  representatives  of  the  Mississippi  Expo- 
sition Conimis.sion,  wjiich  may  be  used  when  engaged  in  the 
burliness  of  soliciting  funds  from  the  several  counties, 
mnnicipa titles  and  from  persons  in  the  State  of  Mississippi, 
but  said  tran?=portatinn  must  not  be  granted  or  used  for 
any  other  purpose. 

It  is  further  nrdered.  That  the  telephone  and  telegraph 
companies  doing  busioi^ss  in  Mississippi  may  grant  free 
service  on  telephone  or  telegraph  tb  the  said  John  L.  Smith, 
A*  R,  Barracks  and  F.  H,  Heinrichs,  when  the  same  per- 
tains to  the  soliciting  of  funds  or  making  engagements,  but 
said  service  to  be  used  only  for  said  purpose  of  soliciting 
funds  for  the  Mis^iissippi  Exposition  Commission. 

Ordered  this  the  twenty-fifth  day  of  June,  1914. 


Digitized  by  LjOOQ IC 


MISSOURI. 

Public  Service  Commission. 

In  the  Matteb  of  the  Investigation  and  Suspension  of 
Rates,  Rentals,  Charges,  Regulations  and  Practices 
of  the  Hume  Telephone  Company. 

Case  No.  270. 

Decided  May  25,  1914, 

Suspension  of  Proposed  Schedule  of  Bates  —  Valuation  of  Property  — 
Bevenue  and  Expenses  under  Existing  and  Proposed  Schedules. 

Upon  informal  complaint  by  the  city  council  of  Hume,  the  Commission 
suspended  the  schedule  of  proposed  rates  filed  by  the  Hume  Telephone 
Company,  pending  an  investigation  into  the  reasonableness  of  said  rates. 

The  Commission  assumed,  for  the  purposes  of  this  investigation,  that 
the  present  value  of  the  investment  in  the  use  of,  and  useful  to,  the 
public  was  $4,000  and  considered  that,  except  for  an  item  for  use  of  an 
automobile,  the  operating  expenses  reported,  amounting  to  $1,942,  were 
reasonable.  It  appeared  that  the  gross  revenue  was  $1,878.  Accord- 
ingly, an  annual  deficit  of  $64.00  existed  without  making  any  allowance  for 
depreciation,  interest  on  the  investment,  or  loss  from  uncollectible 
accounts. 

The  Commission  found  that  the  revenue  under  the  proposed  rates 
(omitting  as  improper  an  item  of  reduced  rates  to  subscribers  within 
the  initial  rate  area  furnishing  and  maintaining  equipment)  would  be 
$2,424,  leaving  a  balance  of  $482  which  was  not  more  than  was  needed 
to  provide  for  depreciation,  interest  on  the  investment,  loss  on  uncol- 
lectible accounts  and  payments  to  subscribers  within  the  initial  rate  area 
owning  equipment. 

DiBcrimination  —  Bednced  Bates  to  Subscribers  within  the  Initial  Bate 
Area  Furnishing  and  Ma1nt4Untng  Equipment  —  Payment  of 
Bental   to    Subscribers    Owning    Equipment. 
The  Commission  disapproved  a  reduced  rate  proposed  for  subscribers 
situated  within  the  initial  rate  area  who  furnish  and  maintain  boxes. 

Held:  That  it  is  not  a  proper  practice  for  subscribers  situated  within 
the  initial  rate  area  to  furnish  or  maintain  any  portion  of  the  equipment; 
that  the  proposed  reduced  rate  would  constitute  a  discrimination  against 
subscribers  for  whom  the  company  furnishes  and  maintains  the  entire 
equipment; 

That  subscribers  situated  within  the  initial  rate  area  who  have  invested 
in   equipment  should  pay  the  standard  rates  and  the  company  should 
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pay  to  each  such  subscriber  annually  an  amount  equal  to  11  per  cent, 
on  the  subscriber's  investment,  6  per  cent,  for  interest  and  5  per  cent, 
for  depreciation; 

That  the  proposed  schedule  should  be  permanently  restrained,  but, 
if  the  company  files,  before  June  1,  1914,  a  schedule  corrected  as  indi- 
cated, it  may  be  allowed  to  go  into  effect.* 


[Mo. 


Opinion. 
WiGHTMAN,  Commissioner: 

The  Hume  Telephone  Company,  not  incorporated,  but 
engaged  in  the  **  business  of  affording  telephonic  communi- 
cation for  hire,"  at  Hume-,  Bates  County,  Missouri,  under 
a  franchise  from  that  town,  filed  with  the  Commission  its 
schedule  of  rates,  P.  S.  C,  Mo.,  No.  1,  showing,  in  effect 
April  15,  1913,  the  following  rates  for  flat  rate  exchange 
service  for  town  subscribers : 

Business,  special  line $1  00  per  month  $12  00  per  year 

Residence,  special  line 1  00  per  month  12  00  per  year 

Residence,  two-party  line 1  00  per  month  12  00  per  year 

Rural   party  lines,  subscribers  furnishing  and  main- 
taining equipment  beyond  initial  rate  area,  per  sub- 
scriber station    3  00  per  year 

On  December  26, 1913,  this  company  filed  its  P.  S.  C,  Mo., 
No.  2,  to  become  effective  February  1, 1914,  with  the  follow- 
ing schedule  showing  certain  increases  in  rates  and  addi- 
tions in  classes  of  service  offered  to  subscribers : 

Business,  special  lines $1  50  per  month  $18  00  per  year 

Buj^iness,  party  lines 1  25  per  month  15  00  per  year 

Business,   extension   sets 75  per  month  9  00  per  year 

Residence,  special  lines 1  00  per  month  12  00  per  year 

Residence,  two-party  lines 1  00  per  month  12  00  per  year 

Residence,  subscribers  furnishing  box  75  per  month  9  00  per  year 

Residence,  extension  sets 50  per  month  6  00  per  year 

Additional  charge  for  desk  set  equip- 
ment at  business  stations 25  per  month  3  00  per  year 

Residence  stations  25  per  month  3  00  per  year 

Rural  party  lines,  subscribers  fur- 
nishing and  maintaining  equip- 
ment beyond  initial  rate  area,  per 

subscriber  station   3  00  per  year 
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Informal  complaint  was  mad-e  to  the  Commission  by  the 
city  council,  through  the  mayor  of  Hume,  under  date  of 
January  24,  1914,  protesting  against  the  rates  in  the  pro- 
posed schedule  becoming  effective,  in  which  claim  was  made 
of  the  rates  not  being  just  and  reasonable  to  the  telephone 
users  of  the  town.  The  Commission,  therefore,  on  Janu- 
ary 30,  1914,  issued  an  order  suspending  the  operation  of 
said  schedule,  P.  S.  C,  Mo.,  No.  2,  until  June  1, 1914,  pend- 
ing an  investigation  of  the  rates,  under  and  by  virtue  of 
the  authority  of  Section  94  of  the  Public  Service  Commis- 
sion Law,  which  provides,  among  other  things,  that : 

"Whenever  there  shall  be  filed  with  the  Commission  by  any  telegraph 
corporation  or  telephone  corporation  any  schedule  stating  a  new  indi- 
vidual or  joint  rate,  rental  or  charge,  or  any  new  individual  or  joint 
regulation  or  practice 'affecting  any  rate,  rental  or  change,  the  Commis- 
sion shall  have,  and  it  is  hereby  given,  authority,  either  upon  complaint 
or  upon  its  own  initiative  without  complaint,  at  once,  and  if  it  so  orders 
without  answer  or  other  formal  pleading  by  the  interested  telegraph  or 
telephone  corporation  or  corporations,  but  upon  reasonable  notice,  to 
enter  upon  a  hearing  concerning  the  propriety  of  such  rate,  rental, 
charge,  regulation  or  practice;  and  pending  such  hearing  and  the  decision 
thereon  the  Commission,  upon  filing  with  such  schedule  and  delivering 
to  the  telegraph  or  telephone  corporation  affected  thereby  a  statement 
in  writing  of  its  reasons  for  such  suspension,  may  suspend  the  operation 
of  such  schedule  and  defer  the  use  of  such  rate,  rental,  charge,  regulation 
or  practice." 

Upon  due  notice  to  all  interested  parties  a  hearing  of  the 
matter  was  held  before  Commissioner  Wightman  at  Hume, 
Missouri,  on  March  26,  1914,  and  evidence  was  taken  and 
the  cause  submitted  by  the  telephone  company  and  by  the 
city  of  Hume,  through  their  respective  attorneys.  The 
evidence  in  this  case  shows  one  item  of  operating  expense 
as,  '*  Use  of  automobile,  $120  per  year."  It  is  the  opinion 
of  the  Commission  that  this  amount  is  excessive  for  the 
livery  expense  of  such  an  exchange  and  that  $60.00  per  year 
would  be  a  reasonable  allowance  for  that  item.  From  the 
evidence  submitted  and  without  going  into  a  detailed  ap- 
praisal of  the  plant,  it  appears  just  and  suflSciently  accurate 
for  the  purposes  of  this  case  to  assume  the  present  value 
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of  the  investment  in  the  use  of  and  useful  to  the  public  at 
$4,000.  The  other  items  submitted  in  the  testimony  for 
operating  expenses,  shown  in  the  following,  may  be  con- 
sidered reasonable: 

Operating  Expenses. 

Per  year 

Salary  for  manager,  linemen  and  collector,  $60.00  per  month. .  $720 

Operators'  salaries  660 

Rent,  light  and  heat 62 

Li\  ery  hire 60 

Directory  and  other  printing  and  stationery,  postage,  batteries 

and  other  maintenance  and  repair,  materials  and  extra  labor..  400 

Taxes 40 

Total $1,942 

The  telephone  company's  proposed  schedule  shows  one 
rate  to  ^*  subscribers  furnishing  box,  75  cents  per  month, 
$9.00  per  year.''  The  Commission  cannot  permit  this  item 
to  become  effective,  as  it  is  not  a  proper  practice  for  the 
subscribers  to  furnish  or  maintain  part  of  the  equipment 
on  this  class  of  stations;  and  for  the  further  reason  that 
the  reduction  in  rates  as  proposed  in  this  instance  would 
amount  to  a  discrimination  against  other  subscribers  on  the 
exchange,  for  whom  the  company  furnishes  and  maintains 
the  entire  equipment. 

Where  it  appears  that  by  reason  of  arrangements  now 
in  existence  subscribers  within  the  initial  rate  area  have 
invested  in  such  parts  of  the  equipment,  the  Commission 
would  approve  of  these  subscribers  paying  only  the  stan- 
dard rates  published  and  filed  for  the  class  of  service  re- 
ceived, and  of  the  telephone  company  paying  to  such  sub- 
scribers an  amount  equal  to  6  per  cent,  annual  interest  on 
the  subscribers '  investments  and  5  per  cent,  annual  depre- 
ciation on  the  subscribers'  investments  in  said  equipment. 

The  present  revenue  of  the  company,  as  shown  by  the  evi- 
dence, is  as  follows : 


[Mo. 
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Pkesext  Revenue. 

20  business  stations,  at  $12  per  year $240 

50  residence  stations,  at  $12  per  year 600 

22  business  stations,  -at  $6  per  year. 132 

27  residence  stations,  at  $6  per  year 162 

200  rural  subscribers,  at  $3  per  year 600 

From  long  distance  tolls 144 

Total $1,878 

This  shows  an  annual  deficit  of  $64.00  without  taking  into 
consideration  interest  on  the  telephone  company  ^s  invest- 
ment, the  necessary  allowance  for  depreciation,  or  the  loss 
claimed  from  uncollectible  accounts. 

By  applying  the  proposed  schedule  of  rates  (omitting  the 
improper  item  of  reduced  rate  to  subscribers  furnishing 
and  maintaining  parts  of  the  equipment  within  the  initial 
rate  area  of  the  exchange)  the  revenue  of  the  telephone 
company  would  be : 

Rural  stations,  200,  at  $3  per  year $600 

Business  stations,  42,  at  $18  per  year 756 

Residence  stations,  77,  at  $12  per  year 924 

Long  distance  tolls 144 

Total  rbvenue $2,424 

Deduction  of  above  operating  expense  of 1,942 

Leaves  the  balance  of $482 

In  view  of  the  fact  that  this  revenue  will  change  from 
time  to  time  on  account  of  patrons  taking  classes  of  service 
different  from  the  present  record,  additional  subscribers 
being  secured,  etc.,  this  balance  of  $482  is  not  more  than 
the  telephone  company  will  need  at  present  as  a  reasonable 
provision  for  interest  on  its  assumed  value  of  $4,000,  depre- 
ciation to  be  set  aside  for  replacement  of  property,  the 
average  loss  on  uncollectible  accounts  of  $12.00  per  year, 
and  a  payment  to  subscribers  owning  the  49  sets  of  station 
equipment  in  the  town  equal  to  6  per  cent,  interest  on  their 
investments  and  5  per  cent,  depreciation  on  their  invest- 
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ments  in  such  equipment.  The  accounting  reports  to  he 
established  by  the  Commission  will  show  in  future  the 
exact  status  of  the  telephone  company's  business  and  enable 
the  Commission  to  rearrange  the  rates  when  necessary. 

It  is,  therefore,  the  opinion  of  the  Commission  that  the 
schedule  of  rates,  P.  S.  C,  Mo.,  No.  2  of  the  Hume  Tele- 
phone Company  should  be  permanently  restrained,  but  if 
said  telephone  company  will  file  before  June  1, 1914,  a  rate 
schedule  corrected  as  above  indicated,  it  may  be  allowed 
to  go  into  effect. 

All  concur. 

Order. 

The  testimony  in  the  above  entitled  case  having  been 
duly  heard  and  submitted  at  a  hearing  before  Commissioner 
Wightman  at  Hume,  Missouri,  on  the  twenty-sixth  day  of 
March,  1914;  and  a  full  investigation  of  the  matters  and 
things  involved  herein  having  been  had ;  and  the  Commis- 
sion having  on  the  date  hereof  made  and  filed  a  report 
containing  its  findings  of  facts  and  conclusions  thereon, 
which  said  report  is  hereby  referred  to  and  made  a  part 
hereof; 

It  is  now  ordered,  1.  That  the  schedule  of  rates  of  the 
Hume  Telephone  Company  filed  with  this  Commission  on 
the  twenty-sixth  day  of  December,  1913,  and  entitled  as  its 
P.  S.  C,  Mo.,  No.  2,  be,  and  the  same  is  hereby,  permanently 
restrained  and  set  aside,  as  in  the  above  mentioned  report 
recommended  and  required. 

Ordered,  2.  That  this  order  shall  take  effect  on  this  date. 

Dated  at  Jefferson  City,  Missouri,  May  25,  1914. 


[Mo. 


Hume  Telephone  Company  v.  E.  L.  Liggett. 
Case  No.  277. 

Decided  May  25,  1914, 

Oertiflcate  of  PubUc  Convenience  and  Necessity  —  Installation  and  Opera- 
tion of  Telephone  Line  without  Authority. 

Complaint  that  the  defendant  was  operating:  a  telephone  system  at 
Hnme  without  havinjr  obtained  a  certificate  of  public  convenience  and 
necessity  from  the  Commission. 
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It  appeared  that  the  defendant,  representing  certain  former  subscribei-s 
of  the  complainant,  whose  connection  had  been  severed  owing  to  a  dis- 
agreement as  to  rates,  had  constructed  and  was  operating  a  telephone 
line  under  a  permit  from  the  board  of  aldermen  but  without  securing 
a  certificate  of  public  convenience  and  necessity  from  the  Commission. 
It  further  appeared  that  the  charges  for  service  rendered  were  collected 
from  the  public. 

Held:  That  since  this  line  is  ''used  in  the  conduct  of  the  business 
of  affording  telephonic  communication  for  hire,"  it  is  a  "  telephone  cor- 
poration "  as  defined  in  Article  I,  Section  2,  Paragraph  17,  of  the  Public 
Service  Commission  Law,  and  is  subject  to  the  jurisdiction  of  the 
Commission ; 

That  the  line  was  installed  without  lawful  authority. 

Ordered,  That  defendant  discontinue  service  until  he  shall  have  ob- 
tained from  the  Commission  a  certificate  of  public  convenience  and 
necessity.* 

Opinion. 

WiGHTMAN,  Commissioner: 

This  is  a  proceeding  instituted  on  complaint  of  the  Hume 
Telephone  Company  against  E.  L.  Liggett,  charging  that 
defendant  is  operating  a  telephone  business  in  the  town  of 
Hume,  Bates  County,  Missouri,  without  proper  authority 
from  the  Commission,  and  in  violation  of  Article  V,  Sec- 
tion 96,  of  the  Public  Service  Commission  Law,  which  pro- 
vides, among  other  things,  that : 

"  No  •  ♦  ♦  telephone  corporation  hereafter  formed  shall  begin 
construction  of  its  *  *  *  telephone  line  without  first  having  obtained 
the  permission  and  approval  of  the  Commission  and  its  certificate  of 
public  convenience  and  necessity,  after  a  hearing  had  upon  such  notice 
as  the  Commission  may  prescribe.  Before  any  such  certificate  shall  be 
issued  there  must  be  filed  in  the  office  of  the  Commission  by  the  applicant 
therefor,  a  verified  statement  showing  that  the  required  consent  of  the 
proper  municipal  authorities  has  been  obtained." 

The  defendant  answered  the  complaint,  asking  the  Com- 
mission's full  investigation  of  the  matter.  A  hearing  of 
the  case  was  ordered  to  be  held  at  Hume  on  the  twenty-sixth 
day  of  March,  1914,  before  Conmaissioner  Wightman,  and 
was  so  held.  Both  parties  were  represented  by  counsel  at 
the  hearing  and  full  testimony  was  taken. 
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It  appears  from  the  evidence  submitted  that  the  defend- 
ant was  acting  as  the  representative  of  about  fourteen 
farmers  residing  several  miles  from  the  town  of  Hume, 
who  had  for  some  time  prior  to  1911  received  telephone 
service  at  their  respective  residences  from  the  Hume  Tele- 
phone exchange ;  that  about  two  years  ago  this  connection 
was  severed  owing  to  a  disagreement  between  the  sub- 
scribers and  the  management  of  the  said  telephone  ex- 
change as  to  rate  of  charges  for  service.  It  is  further  shown 
by  the  evidence  that  on  the  twenty-second  day  of  January, 
1914,  the  board  of  aldermen  of  Hume  gave  to  Mr.  E.  L. 
Liggett,  defendant,  the  privilege  of  constructing  and 
operating  a  telephone  line  on  the  streets  of  said  town,  and 
that,  shortly  thereafter,  the  defendant  did  erect  certain 
poles  and  did  string  wires  and  did  install  a  telephone  in 
the  hotel  oflSce  in  Hume,  Missouri,  and  that  all  was  done 
without  securing  or  seeking  a  certificate  of  public  con- 
venience and  necessity  from  the  Public  Service  Commis- 
sion, as  prescribed  by  Article  V,  Section  96,  of  the  Public 
Service  Commission  Law.  The  defendant  in  this  case  testi- 
fied that  these  acts  were  not  intended  as  a  violation  of  the 
law,  but  were  committed  in  the  belief  that  the  Public  Service 
Commission  had  no  jurisdiction  over  a  corporation  fur- 
nishing that  class  of  service. 

The  evidence  shows  that  the  arrangement  made  for  the 
operation  of  this  telephone  lino  in  question  was  such  that 
service  over  this  line  to,  through  and  over  toll  lines  con- 
nected therewith  at  Foster,  Missouri,  where  this  line  ter- 
minated in  the  switchboard  of  an  exchange,  should  be 
charged  and  collected  for  from  the  public,  and  that  this 
line  established  in  Hume  by  the  defendant  was  a  **  line  used 
in  the  conduct  of  the  business  of  affording  telephonic  com- 
munication for  hire."  Therefore,  its  management  comes 
under  the  jurisdiction  of  the  Commission,  according  to  the 
definition  of  a  telejjhone  corporation  in  the  Public  Service 
Commission  Law,  Article  I,  Section  2,  Paragraph  17: 

"  The  term  '  telephone  corporation/  when  used  in  this  act,  includes 
every  corporation,  company,  association,  joint  stock  company  or  associa- 
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tion,  partnership  and  person,  their  lessees,  trustees  or  receivers  appointed 
by  any  court  whatsoever,  owning,  operating,  controlling  or  managing  any 
telephone  line  or  part  of  telephone  line  used  in  the  conduct  of  the  busi- 
ness of  affording  telephonic  communication  for  hire." 

It  is  the  opinion  of  the  Commission  that  the  said  tele- 
phone line  established  in  Hume,  Missouri,  by  the  defendant, 
E.  L.  Liggett,  is  installed  without  proper  lawful  authority. 
It  is  also  the  opinion  of  the  Commission  that  the  defendant 
should  be  ordered  to  discontinue  the  service  he  has  estab- 
lished over  the  telephone  line  in  question  until  he  shall  first 
fully  comply  with  all  the  requirements  of  said  Section  96 
of  the  Public  Service  Commission  Law. 

All  concur. 

Okder. 

The  above  entitled  cause  being  at  issue  upon  complaint 
and  answer  on  file,  the  testimony  therein  having  been  duly 
heard  and  submitted  by  the  parties  thereto,  a  full  investi- 
gation of  the  matters  and  things  involved  having  been  had, 
and  the  Conunission  having  on  the  date  hereof  made  and 
filed  a  report  containing  its  findings  of  fact  and  conclusions 
thereon,  which  said  report  is  hereby  r.ef erred  to  and  made 
a  part  hereof; 

And  it  appearing  to  the  Commission,  as  in  said  report 
set  forth,  that  the  defendant,  E.  L.  Liggett,  has  been  and 
is  operating  at  and  in  the  city  of  Hume,  Missouri,  a  tele- 
phone line  and  telephone  instrument  without  first  having 
obtained  from  this  Commission  a  certificate  of  public  con- 
venience and  necessity,  as  required  by  Section  96  of  the 
Public  Service  Commission  Law ; 

Now,  after  due  consideration. 

It  is  ordered,  1.  That  said  E.  L.  Liggett,  defendant  herein, 
be,  and  he  is  hereby,  directed  and  required  to  immediately 
cease  and  desist  from  further  violating  the  provisions  of 
said  Section  96  by  operating  said  telephone  line  and  tele- 
phone instrument  now  operated  by  him  in  said  city  of 
Hume,  Missouri,  as  herein  above  set  forth,  until  he  shall 
first  fully  comply  with  the  provisions  of  said  Section  96  by 
obtaining  from  this  Commission,  on  proper  application,  a 
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certificate  of  public  convenience  and  necessity,  authorizing 
him  to  operate  such  telephone  line  and  telephone  instru- 
ment in  said  city  of  Hume. 

Ordered^  2.  That  this  order  shall  take  effect  on  the  first 
day  of  June,  1914,  and  continue  in  effect  until  otherwise 
ordered  by  the  Commission,  and  that  the  secretary  of  the 
Commission  shall  forthwith  serve  on  the  defendant,  E.  L. 
Liggett,  a  certified  copy  of  this  order,  and  that  within  ten 
days  after  such  service  said  E.  L.  Liggett  shall  notify  the 
Commission  whether  the  terms  of  this  order  are  accepted 
and  will  be  obeyed. 

Dated  at  Jefferson  City,  Missouri,  May  25,  1914. 


[Ma 


In  the  Matter  op  the  Closing  of  the  Grandview  Ex- 
change OF  The  Missouri  and  Kansas  Telephone 
Company. 

Case  No.  407. 

Granted  June  11,  1914. 
Discontinuance  of  Exchange. 

Order. 

The  Missouri  and  Kansas  Telephone  Company,  having 
presented  to  the  Commission  its  duly  verified  application 
for  authority  to  discontinue  operation  of  its  telephone  ex- 
change at  Grandview,  Missouri,  on  the  ground  that  it  has 
now  no  subscribers  to  said  exchange ;  and  it  appearing  to 
the  Commission  that  said  The  Missouri  and  Kansas  Tele- 
phone Company  is  providing  telephone  service  to  the 
former  subscribers  of  its  said  Grandview  exchange  through 
its  exchanges  at  Kansas  City  and  other  points,  and  that  the 
city  council  of  the  city  of  Grandview  has,  through  its  chair- 
man, consented  to  the  discontinuance  of  said  exchange  as 
proposed  by  the  applicant  herein; 

Now,  upon  said  application,  and  after  due  consideration, 

It  is  ordered,  1.  That  The  Missouri  and  Kansas  Tele- 
phone Company  be,  and  it  is  hereby,  authorized  and  per- 
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mitted  to  discontinue  its  telephone  exchange  at  Grandview', 
Missouri,  for  the  reasons  above  set  forth. 

Ordered,  2.  That  this  order  shall  take  effect  on  this  date. 

Dated  at  Jefferson  City,  Missouri,  this  eleventh  day  of 
June,  1914. 


In  the  Matter  of  the  Application  of  the  Queen  City 
Mutual  Telephone  Company  for  Permission  to  Pub- 
chase  OF  The  Southwestern  Telegraph  and  Tele- 
phone Company  a  Certain  Franchise  and  Property^ 
IN  Queen  City,  Missouri. 

Case  No.  16. 

Decided  June  21,  1913. 

Transfer  and  Sale  of  Franchise  and  Property  —  Contract  for  Free 

Connection. 

It  appearing  that  two  telephone  exchanges  in  the  same  city  are  not 
giving  good  service  on  account  of  insufficient  equipment  and  maintenance; 
that  each  has  to  pay  its  individual  operating  expense,  whereas  with  one 
exchange  the  operating  expenses  would  probably  not  exceed  that  of 
either  company  materially,  and  that  service  to  the  public  would  be  pro- 
moted; permission  is  given  applicant  to  purchase  a  certain  franchise  and 
property  of  the  competitive  company,  approving  at  the  same  time,  a 
contract  for  free  exchange  of  connection.* 

Report  of  the  Commission. 

Shaw,  Commissioner: 

This  is  an  application  for  authority  to  transfer  the  fran- 
chise and  property  of  the  Queen  City  exchange  of  The 
Southwestern  Telegraph  and  Telephone  Company  to  the 
Queen  City  Telephone  Company  for  the  sum  of  $150,  and 
for  the  approval  of  the  contract  for  free  exchange  of  con- 
nection between  the  Queen  City  Telephone  exdhange  and 
the  exchanges  of  the  Southwestern  Telegraph  and  Tele- 
phone Company  at  Glenwood  and  Lancaster. 

Queen  City,  Missouri,  has  a  population  of  approximately 
eight  hundred,  and  in  this  city  each  of  the  petitioners  is 
operating  a  small  telephone  exchange.    The  Southwestern 
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Telegraph  and  Telephone  Company  has  installed  eighty- 
seven  'phones  within  the  city  limits,  and  is  operating  under 
a  twenty-year  franchise,  granted  November  14,  1904,  to 
Samuel  Perrin,  his  heirs,  administrators  and  assigns,  and 
charging  and  collecting  for  a  telephone  in  a  private  resi- 
dence $1.00  per  month  and  for  *'  places  other  than  private 
residences  ''  $1.25  per  month,  as  authorized  under  this  fran- 
chise. It  ajso  furnishes  twelve  '^  switched  telephones  ''  at 
$6.00  per  annum  and  fifty  **  switched  telephones  '^  at  $2.00 
per  annum.  This  franchise  further  provides  for  the  pay- 
ment to  the  city  of  Queen  City  of  2  per  cent,  of  the  gross 
receipts. 

The  Queen  City  Telephone  Company  is  a  voluntary  asso- 
ciation, having  295  subscribers  and  is  operating  an  ex- 
change in  Queen  City,  charging  and  collecting  for  telephone 
service  at  the  following  rates :  For  business  houses,  $9.00 
per  annum;  for  residences,  $4.80  per  annum;  for  *'  switched 
subscribers,"  $2.00  per  annum.  It  is  operating  under  a 
franchise  granted  September  4,  1905,  which  franchise  is 
subject  to  the  franchise  of  November  14,  1904,  theretofore 
granted  to  Samuel  Perrin,  with  substantially  the  same  pro- 
visions as  to  maximum  telephone  charges  and  the  payment 
to  the  city  of  2  per  cent,  of  the  gross  receipts. 

Neither  of  these  telephone  exchanges  is  giving  good 
service  on  account  of  lack  of  sufficient  equipment  and  proper 
maintenance,  and  each  receives  as  income  only  a  part  of 
the  total  amount  paid  for  telephone  use  in  Queen  City,  and 
each  has  to  pay  its  individual  operating  expenses ;  whereas, 
with  one  exchange,  as  proposed,  the  operating  expenses 
would  probably  not  exceed  that  of  either  present  company 
materially.  The  interest  of  the  public  in  this  transfer  is 
to  secure  reliable  and  satisfactory  service,  as  the  rates  do 
not  appear  unreasonable,  and  in  order  to  improve  the 
service  the  Queen  City  Mutual  Telephone  Company  agrees 
to  make  betterments  by  the  expenditure  of  $500  to  be 
obtained  from  its  subscribers  by  assessment.  The  traffic 
agreement  is  to  be  entered  into  in  order  to  secure  toll 
service  for  the  telephone  users  of  Queen  City  through  the 
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exchange  of  the  Queen  City  Mutual  Telephone  Company 
over  the  toll  lines  of  The  Southwestern  Telegraph  and  Tele- 
phone Company,  and  also  in  order  to  secure  free  exchange 
of  service  between  the  exchanges  in  Queen  City,  Glenwood 
and  Lancaster. 

The  Commission  is  of  the  opinion  that  this  sale  and 
transfer  is  in  the  interest  of  the  public,  as  well  as  to  the 
interest  of  the  telephone  companies,  and  should,  with  the 
betterments  proposed,  lead  to  the  giving  of  more  satis- 
factory service.  So  no  objection  appearing,  the  authority 
prayed  for  is  granted. 

Atkinson,  Kbnnish  and  Wightman,  Commissioners, 
concur. 

Order. 

The  Queen  City  Mutual  Telephone  Company  having  filed 
with  this  Commission  its  application  under  Section  98  of 
the  Public  Service  Commission  Law  for  authority  to  pur- 
chase the  franchise  and  property  of  the  exchange  of  The 
Southwestern  Telegraph  and  Telephone  Company,  located 
in  Queen  City,  Missouri,  and  a  public  hearing  on  said  appli- 
cation, after  due  notice,  having  been  held  by  Commissioner 
Shaw  of  this  Commission  in  the  city  of  Queen  City,  Mis- 
souri, on  May  26,  1913 : 

Now,  upon  the  aforesaid  application  and  accompanying 
papers  and  evidence  at  the  hearing  and  after  due 
deliberation. 

It  is  ordered,  That  the  consent  of  this  Commission  be  and 
is  hereby  given  that  the  Queen  City  Mutual  Telephone 
Company  purchase  the  franchise  and  property  set  forth 
and  described  in  the  application  of  said  company,  dated  the 
twelfth  day  of  May,  1913,  from  The  Southwestern  Tele- 
graph  and  Telephone  Company  for  and  in  consideration 
of  the  sum  of  $150;  that  the  traffic  agreement  by  and  be- 
tween said  companies,  and  in  particular  as  to  the  fourth 
clause,  is  approved. 
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The  Enterprise  Telephone  Company  v.  The  Southwest- 
ern Telegraph  and  Telephone  Company. 

Case  No.  268. 

Dismissed  June  29,  1914, 

Pbyslcal  Ck>imectlon  Denied  —  Existing  Facilities  Snfllcient —Application 
for  Physical  Connection  at  Boonvllle. 

Held:  That  inasmuch  as  the  complainant  already  has  long  distance 
connection  with  the  Boouville  Telephone  Company's  exchange  and  with 
the  defendant's  toll  lines  at  Boonville,  through  physical  connection  with 
The  Missouri  and  Kansas  Telephone  Company's  exchange  at  Pilot  Grove, 
the  latter  company  being  connected  with  the  Boonville  Telephone  Com- 
pany; and  inasmuch  as  all  but  one  of  the  complainant's  subscribers  at 
Boonville  are  also  subscribers  of  the  Boonville  Telephone  Company  which 
is  physically  connected  with  The  Southwestern  Telegraph  and  Telephone 
Company,  public  convenience  and  necessity  will  not  be  subsen^ed  by  the 
physical  connection  prayed  for. 

Complaint  dismissed.* 

Findings,  Conclusion  and  Order. 

This  cause  being  at  is3ue  upon  complaint  and  answer 
filed,  and  the  evidence  having  been  duly  heard  and  reported 
to  the  full  Commission  and  full  investigation  of  the  things 
and  matters  involved  having  been  had  and  the  cause  argued 
before  the  Commission  at  its  office  in  Jefferson  City,  and 
the  Commission  upon  the  date  hereof  having  made  its  find- 
ings of  fact  and  conclusions  thereon,  which  are  hereby 
made  a  part  hereof,  as  follows,  to  wit : 

Findings. 

1.  By  order  of  the  Commission,  dated  August  6,  1913, 
in  Case  No.  72,  In  the  Matter  of  the  Application  of  the 
Enterprise  Telephone  Company  for  Permission  to  Exercise 
a  Franchise  and  Permit  Granted  by  the  City  of  BoonvUley^ 
the  Commission  granted  a  certificate  of  convenience  and 
necessity  to  the  applicant  herein  in  order  to  provide  tele- 
phonic communication  between  the  citizens  of  Boonville 
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t  Printed  in  Commission  Leaflet  No.  24,  at  page  411. —  Ed. 
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and  other  citizens  of  Cooper  County  outside  of  BoonviDe, 
which  public  necessity  was  not  otherwise  satisfied. 

2.  Complainant  already  has  long  distance  connection, 
through  its  Pilot  Grove  exchange,  which  appears  the  logical 
center  of  the  applicant's  system,  with  The  Missouri  and 
Kansas  Telephone  Company,  and  through  physical  connec- 
tion of  The  Missouri  and  Kansas  Telephone  Company  with 
the  Boonville  Telephone  Company's  exchange  and  the  long 
distance  or  toll  lines  of  the  defendant,  The  Southwestern 
Telegraph  and  Telephone  Company  in  Boonville.  Service 
through  this  connection  to  points  north  of  Boonville  and 
the  Missouri  Eiver  appears  to  be  unsatisfactory,  though  the 
cause  for  this  and  the  remedy  were  not  apparent. 

3.  The  Commission  finds,  as  a  matter  of  fact,  that  public 
necessity  and  convenience  will  not  be  subserved  by  the 
physical  connection  of  complainant  with  defendant  in 
Boonville,  as  prayed  for,  particularly  as  all  except  one  of 
applicant's  subscribers  in  Boonville  are  subscribers  to  the 
Boonville  Telephone  Company,  and  consequently  already 
have  long  distance  or  toll  connection  through  that  company 
and  its  existing  connections  with  defendant's  lines. 

Order. 

And  the  Commission  being  now  fully  advised  on  and  con- 
cerning the  premises, 

It  is  ordered^  1.  That  the  complaint  in  the  above  entitled 
cause  be,  and  the  same  hereby  is,  dismissed  without 
prejudice. 

Ordered,  2.  That  this  order  shall  take  effect  on  the  tenth 
day  of  July,  1914,  and  that  the  secretary  of  the  Commission 
forthwith  serve  on  the  parties  hereto  certified  copies  of 
this  order  and  the  report  filed  herein. 
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State  Railway  Commission. 

Ik  the  Matter  of  the  Informal.  Complaint  of  the  Sod- 
town  Telephone  Company  as  to  an  Alleged  Exces- 
sive Charge  by  the  Farmers'  Home  Telephone 
Company  for  Messages  Passing  between  the  Lines  op 
THE  Complainant  and  the  Exchange  of  the  Defeni>- 

ANT  AT   ShELTON. 

Informal  Complaint  No.  3251. 

Dated  May  15,  1914. 
Approval  of  Bate  for  Interchange  of  Messages  —  Division  of  Sevenne. 

Informal  Ruling.* 

Referring  again  to  your  Informal  Complaint  No.  3251, 
filed  with  this  Commission  April  27,  1914,  and  running 
against  Farmers '  Home  Telephone  Company  on  account  of 
alleged  excessive  charge  on-  messages  passing  between 
patrons  of  your  company  and  the  exchange  of  defendant 
company  at  Shelton: 

Under  date  of  May  15,  1914,  the  Commission  took  action 
upon  the  matter,  as  shown  by  the  following  excerpt  from 
the  minutes,  the  arrangement  being  agreeable  to  the 
Farmers'  Home  Telephone  Company  of  Shelton: 

"  The  Sodtown  Telephone  Company  of  Saint  Michael,  Nebraska,  and 
the  Farmers'  Home  Telephone  Company  of  Shelton  having  signified 
their  willingness  to  interchange  messages  between  the  two  exchanges  on 
a  basis  of  5  cents  per  call,  revenue  to  be  divided  equally  between  the 
two  companies,  and  it  appearing  to  the  Commission,  upon  due  investiga- 
tion and  consideration,  that  the  arrangement  is  equitable  and  warranted 
by  existing  conditions,  the  adjustment  as  above  outlined  was  authorized 


*  Informal  ruling  contained  in  a  letter  of  the  Commission,  dated  May 
16,  1914,  addressed  to  H.  C.  Umiller,  Secretary,  Sodtown  Telephone 
Company,  Saint  Michael,  Nebraska,  and  issued  over  the  signature  of  the 
Secretary  of  the  Commission. —  Ed. 

432 

Digitized  by  LjOOQIC 


Valley  Independent  Thone  Line  v.  Crawford  Tel.  Co.  433 
C.  L.  32] 

by  affirmative  vote  of  the  Commission,  effective  June  1,  1914,  and  it  waB 
directed  that  the  two  exchanges  affected  be  notified  by  letter  of  the  action 
taken.     (See  Informal  Complaint  No.  3251)." 

You  will  note  that  the  new  rate  becomes  effective  June  1, 
1914.  Our  understanding  is  that,  under  the  application  of 
the  new  rate,  your  company  will  receive  2^^  cents  and  the 
Shelton  company  2i/^  cents  on  all  messages  passing  between 
your  lines  and  the  exchange  of  the  Shelton  company. 


Valley  Independent  Thonb  Line  v.  Crawford  Telephone 

Company. 

Formal  Complaint  No.  224. 

Dismissed  May  16,  1914: 
Diacrlminatlon  in  Switching  Service. 

Complaint  of  discrimination  against  complainant  and  other  farm  lines 
connected  with  the  Crawford  exchange  in  that  farm  lines  connected  with 
the  Whitney  exchange  were  afforded  switching  service  to  both  the  Craw- 
ford and  Whitney  exchanges  for  the  same  charge  that  was  collected  from 
those  connected  with  the  Crawford  exchange  for  senice  to  the  Crawford 
exchange  only. 

It  appeared  that  the  apparent  discrimination  was  in  some  measure 
justified  by  the  better  senice  afforded  the  farm  lines  connected  with  the 
Crawford  exchange. 

The  defendant  offered  to  give  the  complainant  switching  servnce  to  the 
Whitney  exchange  if  the  complainant  would  extend  its  line  so  as  to  con- 
nect with  that  exchange,  but  the  complainant  did  not  wish  to  do  this. 

Held:  That  inasmuch  as  the  service  demanded,  if  given  to  the  com- 
plainant, must  be  extended  to  all  farm  lines  connected  with  the  Crawford 
exchange,  and  as  the  slight  demand  for  the  service  between  Crawford 
and  Whitney  indicated  by  the  amount  of  tolls  collected  ($2.45  in  1913) 
would  not  justify  the  construction  of  an  additional  trunk  line  which 
would  be  necessary  to  give  the  service  demanded,  the  complaint  should 
be  dismissed.* 

Appearances  : 

For  complainant,  J.  G.  Hennold. 

For  respondents,  G.  T.  Bahcocky  attorney,  and  E.  D. 
Warner^  general  manager. 


Editor's  headnote. 
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[Neb. 
An  informal  hearing  was  lield  at  the  village  hall  at  Whit- 
ney by  Commissioner  Hall  on  the  seventh  day  of  May,  1914. 

Finding  and  Order. 

Hall,  Commissioner: 

The  complainant  herein  complains  of  the  defendant,  the 
Crawford  Telephone  Company,  for  that  the  said  defendant 
performs  switching  service  to  the  complainant  and  all  other 
farm  lines  running  into  its  exchange,  at  a  rate  of  $5.00  per 
year,  while  at  the  same  time  the  said  defendant  furnishes 
switching  service  to  the  subscribers  and  f^irm  lines  of  the 
Whitney  exchange  for  the  same  price,  the  result  being  that 
the  subscribers  of  the  Whitney  exchange  and  all  farm  lines 
running  into  the  Whitney  exchange  get  the  Whitney  ex- 
change service  and  the  Crawford  exchange  service  for  the 
same  rate  that  the  complainant  pays  for  the  Crawford  ex- 
change alone. 

Crawford  is  located  on  the  Chicago,  Burlington  and 
Quincy  and  Chicago  and  North-Western  roads,  on  the  west- 
ern edge  of  Dawes  County.  AVhitney  is  seven  miles  north- 
east on  the  North-AVestern  line.  The  complainant  is  a  farm 
line  running  directly  east  from  Crawford  seven  miles, 
where  it  branches  out  to  the  north  and  south,  and  continues 
east  two  more  miles,  and  again  branches  to  the  north  and 
south,  and  thence  east  another  mile,  and  branch  farm  lines 
run  out  to  the  east,  to  the  southeast  and  to  the  northeast, 
upon  which  there  are  about  twenty-two  'phones.  There  is 
a  farmers'  line,  known  as  the  Ash  Creek  line,  which  con- 
nects with  the  Whitney  exchange  and  runs  south  about  six 
and  one-half  miles,  thence  east  about  two  miles,  thence 
south  a  mile,  then  branching  out  in  a  southeasterly  direc- 
tion, occupying  territory  adjacent  to  and  just  north  of  the 
territory  that  is  occupied  by  the  complainant  herein. 

The  defendant  owns  and  operates  a  line  which  extends 
north  of  Crawford  one  mile,  thence  east  seven  miles  to  a 
point  known  as  the  Brodhurst  farm,  where  it  joins  with 
the  Ash  Creek  lino,  which  runs  almost  straight  north  to 
Whitney.    This  line  of  the  defendant  and  that  portion  of 
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the  Ash  Creek  line  which  runs  north  to  the  Whitney  ex- 
change is  used  as  a  trunking  line  between  Whitney  and 
Crawford  by  the  Whitney  exchange  and  Crawford  ex- 
change, over  which  all  messages  are  sent  by  the  subscribers 
of  the  Whitney  exchange  and  the  subscribers  of  the  Ash 
Creek  line,  and  for  this  joint  service  the  defendant  gives  the 
subscribers  of  the  Ash  Creek  line  switching  service  to 
Whitney  and  to  Crawford  at  $5.00  per  year,  the  Ash  Creek 
line,  of  course,  maintaining  its  half  of  the  trunking  line 
between  Whitney  and  Crawford,  and  the  Crawford  ex- 
change maintaining  its  half,  which  extends  from  Crawford 
to  the  Brodhurst  farm.  The  Whitney  exchange  with  all 
the  farm  lines  connected  therewith  has  less  than  fifty 
'phones,  for  which  the  subscribers  of  the  Whitney  exchange 
pay  $2.00  for  business,  $1.50  for  residence,  and  $1.50  for 
farm,  but  for  these  prices  they  are  given  the  Whitney  ex- 
change and  are  switched  to  the  subscribers  of  the  Crawford 
exchange,  which  has  something  over  500  subscribers. 

The  real  basis  of  this  complaint  is  that  the  subscribers 
of  the  Ash  Creek  line  and  the  farm  lines  that  run  into 
Whitney  get  not  only  the  Whitney  exchange  but  the  Craw- 
ford exchange  for  $5.00,  while  the  complainant  gets  only  the 
Crawford  exchange.  It  was  brought  out  clearly  at  the  hear- 
ing,  however,  that  the  complainant  herein  has  a  direct  con- 
nection with  the  Crawford  exchange,  uninterrupted  by  any 
other  subscribers  except  its  own  in  getting  the  connections 
with  the  Crawford  exchange.  For  the  subscribers  of  the 
complainant  to  reacli  Whitney  it  is  necessary  for  them  to 
call  the  Crawford  exchange  and  pay  a  toll  charge  of  15 
cents.  This  is  true  of  all  the  farm  lines  that  run  into 
Crawford.  Whenever  any  subscriber  of  any  of  the  farm 
lines  of  the  Crawford  exchange  wishes  to  call  Whitney  a 
toll  charge  of  15  cents  is  made.  Now,  if  the  switching  serv- 
ices  performed  for  the  complainant  were  to  include  the 
Whitney  exchange,  it  would  also  be  necessary  to  give  all 
the  farm  lines  that  run  into  Crawford  the  Whitney  ex- 
change for  the  same  switching  charge.  When  a  subscriber 
of  the  Ash  Creek  line,  or  of  any  one  of  the  farm  lines  that 
run  into  Whitney,  wishes  to  call  Crawford,  they  have  to 
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take  their  turn  on  the  trunking  line  with  all  of  the  sub- 
scribers of  their  own  lines,  and  with  the  subscribers  of  all 
other  lines  connected  with  the  Whitney  exchange,  thereby 
deferring  the  service  to  a  great  extent  as  compared  with 
the  service  that  the  Valley  line  has  with  the  Crawford 
exchange. 

It  is  apparent  that  there  may  be  a  phase  of  discrimi- 
nation in  the  fact  that  the  farm  lines  of  the  Whitney  ex- 
change and  the  Ash  Creek  lines  get  both  the  Whitney 
exchange  and  the  Crawford  exchange  at  $5.00  per  year, 
while  the  Valley  line  gets  only  the  Crawford  exchange  for 
the  same  price.  Yet  when  the  question  of  service  is  con- 
sidered, and  the  fact  that  if  the  Valley  line  were  given 
service  to  the  Whitney  exchange,  the  same  service  would 
have  to  be  given  to  all  the  farm  lines  that  run  into  Craw- 
ford, it  does  not  seem  that  the  element  of  discrimination 
complained  of  should  be  considered. 

The  complainant  herein  admits  that  in  order  for  it  to  be 
given  switching  service  with  the  Whitney  exchange  it  would 
be  necessary  to  build  an  extra  trunking  line  between  Craw- 
ford and  Whitney,  owing  to  the  fact  that  the  present  joint 
trunking  line  is  not  of  sufficient  capacity  to  carry  the  neces- 
sary extra  wires;  that  the  wires  that  are  now  being  used 
on  the  trunking  line  are  already  overloaded;  and  that  the 
condition  of  the  pole  line  is  such  that  it  would  not  bear  the 
extra  burden  of  more  wires. 

It  was  further  brought  out  at  the  hearing  that  the  toll 
revenue  for  the  year  1913  paid  to  the  Crawford  exchange 
for  connections  with  the  Whitney  exchange  amounted  to 
but  $2.45.  This  would  indicate  that  the  service  demanded 
is  very  light  and  would  not  justify  the  building  of  an  addi- 
tional trunking  line  between  the  two  exchanges. 

It  was  further  brought  out  that  the  Whitney  exchange, 
as  a  matter  of  fact,  is  a  part  of  the  Chadron  company, 
although  the  Chadron  company  is  owned  by  the  same 
parties  that  own  the  Crawford  exchange. 

The  defendant  herein  expressed  its  willingness  to  give 
the  plaintiff  herein  additional  switching  service  with  the 
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Whitney  exchange  if  the  plaintiff  would  extend  its  line 
from  a  point  about  seven  miles  east  of  Crawford  up  to 
Whitney  and  connect  with  the  Whitney  switchboard.  This 
the  plaintiff  does  not  wish  to  do. 

There  is  no  substantial  difference  as  to  the  facts  brought 
out  at  the  hearing.  Considering  the  amount  of  toll  revenue 
that  is  being  collected  for  toll  service  from  the  plaintiff 
for  toll  calls  to  Whitney,  and  the  fact  that  a  new  trunking 
line  would  have  to  be  built  a  distance  of  about  fifteen  miles 
in  order  to  give  the  service  demanded  by  the  plaintiff,  and 
the  fact  that  if  service  were  given  to  the  plaintiff  as  de- 
manded it  would  make  it  necessary  to  give  the  same  service 
to  all  farm  lines  running  into  Crawford,  the  Commission 
is  of  the  opinion  that  the  complaint  herein  should  be 
dismissed. 

It  is,  therefore,  ordered^  That  the  complaint  be,  and  the 
same  is  hereby,  dismissed. 

Made  and  entered  at  Lincoln,  Nebraska,  this  sixteenth 
day  of  May,  1914. 


In  the  Matter  op  the  Applicatio:;  of  the  Monroe  Inde- 
pendent Telephone  Company  for  Authority  to  Pub- 
lish AN  Additional  Rate  of  25  Cents  per  Month  for 
Desk  Set  Telephones. 

Application  No.  2110. 

Granted  May  19,  1914, 
Approval  of  Additional  Bate  for  Desk  Telephones. 

Order. 

Whereas,  the  Monroe  Independent  Telephone  Company 
of  Monroe  has  made  application  to  the  Nebraska  State 
Railway  Commission  for  authority  to  publish  an  additional 
rate  of  25  cents  per  month  for  desk  set  telephones,  as  com- 
pared with  the  rate  for  wall  'phones,  said  additional  rate 
to  apply  to  the  exchanges  of  the  applicant  at  Newman 
Grove,  Genoa,  Monroe,  Lindsay,  Platte  Center,  Albion  and 
Tarnov ; 
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And  it  appearing  to  the  Commission,  upon  due  inv^esti- 
gatioii  and  consideration,  that  the  application  is  reasonable 
and  warranted  by  existing  conditions ; 

It  is  ordered,  by  the  Nebraska  State  Railway  Commis- 
sion, That  the  desired  authority  be,  and  the  same  is  hereby 
granted,  the  rate  as  above  authorized  to  become  effective 
from  and  after  June  1, 1914. 

Made  and  entered  at  Lincoln,  Nebraska,  this  nineteenth 
day  of  May,  1914. 


In  the  Matter  of  the  Application  of  the  Washington 
AND  Western  Telephone  Company  for  the  Commis- 
sion TO  Validate  $1,275  of  Common  Stock,  Which 
Had  Been  Previously  Issued  by  Said  Company  with- 
out THE  Authority  of  the  Commission,  and  to  Issue 
$5,500  OF  Additional  Common  Stock. 

Application  No.  1934. 

Decided  May  22,  1914. 

Issuance  of  Stock. 

Application  for  validation  of  stock  issued  without  authority  and  for 
authority  to  issue  additional  stock  to  the  amount  of  $5,500. 

Validation  of  Stock  Issued  Without  Authority  —  Relation  of  Stock  to  Value 

of  Property. 

Held:  That  the  stock  issued  without  authority  represents  money  paid 
in  and  expended  in  construction  and  the  amount  of  stock  legally  out- 
standing, if  this  stock  be  validated,  will  fairly  represent  the  present 
value  of  the  property. 

Issuance  of  Additional  Stock  —  Extension  of  Lines  to  New  Subscribers. 

Held:  That  the  issuance  of  additional  stock  to  the  amount  of  $500 
should  be  permitted  for  the  purpose  of  extending  the  applicant's  lines 
to  new  subscribers  desiring  service. 

Capitalisation  of  Replacements  —  Reconstruction  to  be  Provided  for  Out  of 
Rates  or  by  Assessment  Upon  Stockholders. 

Held:  That  additional  stock  should  not  be  issued  for  reconstruction 
purposes  since  this  would  amount  to  the  capitalization  of  replacements 
contrarj'  to  law; 
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That  money  for  reconstruction  should  be  secured  either  by  increasing 
the  rates,  if  insufficient  to  provide  for  operation,  maintenance  and  recon- 
struction ;  or  by  assessment  upon  the  stockholders,  who  should  not  receive 
free  sen-ice  and  at  the  same  time  fail  to  pro\'ide  for  reconstruction  of 
the  plant;" 

That  the  company  should  levy  assessments  upon  its  stockholders  for 
rebuilding  its  lines  in  order  that  it  may  be  able  to  render  efficient  service 
both  to  its  stockholders  and  to  those  paying  regular  rentals. 

Purchase  of  Equipment  Owned  by  Subscribers  —  Capitalization  of  Equipment 

Purchased. 

Held:  That  the  company  should  take  over  all  equipment  owned  by 
subscribers  because  as  the  service  increases  it  will  be  impossible  to  furnish 
efficient  service  if  part  of  the  equipment  is  owned  and  maintained  by 
subscribers;  and  that  the  value  of  equipment  taken  over  should  be 
capitalized. 

Elimination  of  Discrimination  Between  Stockholders  and  Non-stockholders 
—  Provision  for  Dividends. 

Held:  That  rentals  should  be  charged  to  all  users  without  discrimina- 
tion, sufficient  to  provide  for  operating  expenses,  current  maintenance 
and  depreciation  and  to  create  a  surplus  sufficient  to  pay  reasonable 
dividends. 

Operating  and  Income  Accounts. 

Held:  That  the  company  should  keep  accurate  accounts  of  its  operat- 
ing income,  showing  expenditures  for  general  operating  expenses,  current 
maintenance  and  depreciation  and  the  amounts  paid  out  as  dividends. 

Order. 

The  stock  issued  without  authority  was  validated  and  the  applicant 
was  authorized  to  issue  additional  stock  to  the  amount  of  $500.* 

Finding  and  Order. 

Hall,  Commissioner: 

This  is  an  application  made  to  the  Commission  pursuant 
to  Section  758,  Revised  Statutes  of  1913,  ''An  act  regulat- 
ing the  issuance  of  stocks,  bonds  and  other  forms  of  in- 
.  debted/ness  of  common  carriers  and  public  service  corpora- 
tions and  providing  penalty  for  the  violation  thereof-''  In 
forc^  July  1, 1909. 


'  Editor's  headnote. 
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The  application  herein  was  filed  with  the  Commission  on 
January  30,  1914.  Said  application  contains  detailed 
statement  of  all  materials  and  property  owned  by  the 
applicant  and  devoted  to  telephone  service,  and  shows  the 
reproduction  value  of  the  same  to  be  $5,245.88.  The  appli- 
(cant  has  previously  outstanding  $2,500  in  common  stock, 
and  $1,275  common  stock  which  has  been  issued  without 
the  authority  of  the  Commission,  making  a  total  of  $3,775. 

On  March  10,  1914,  an  infonnal  hearing  was  held  in  the 
matter  at  Verdigre,  Nebraska,  and  all  books  and  records 
now  in  possession  of  the  company  were  submitted  to  U.  G. 
Powell,  accountant  and  statistician  for  the  Commission,  by 
Mr.  V.  A.  Pavelka,  secretary  and  manager  of  the  company. 
From  an  examination  of  the  books  and  infonnation  fur- 
nished by  Mr.  Pavelka,  we  find  that  the  company  was 
organized  June  29,  1907.  On  June  30,  1913,  it  had  177  sub- 
scriber stations  in  service,  divided  into  19  city  and  158 
farm.  It  was  impossible  to  ascertain  the  book  cost  value 
of  the  company,  for  the  reason  that  the  books  of  the  com- 
pany, prior  to  sometime  in  1909,  were  burned.  The  books 
that  are  now  in  the  possession  of  the  secretary  are  not  kept 
in  such  a  manner  that  it  would  be  possible  to  tell  what  the 
property  cost  that  has  been  added  to  the  plant  since  the 
present  books  were  established. 

From  the  books  and  information  furnished  by  the  secre- 
tary and  manager,  we  find  that  there  are  five  classes  of 
telephone  users  in  said  company  divided  as  follows : 

(1)  Sixty-one  stockholders  who  paid  in  $25.00  into  the  original  organ- 
ization of  the  company  and  received  a  share  of  stock,  face  value  $25.00. 
In  addition  to  the  $25.00  they  were  expected  to  furnish  their  own  sub- 
station apparatus  and  one  day's  hauling  of  poles  and  two  days'  labor 
to  the  building  of  the  main  lead  lines  that  were  built  at  that  time. 

(2)  Sixty-nine  stockholders  who  became  interested  in  the  company  by 
the  payment  of  $35.00  in  cash,  for  which  they  received  one  share  of 
stock,  face  value  $25.00,  and  were  expected  to  furnish  apparatus  for . 
the  sub-station,  to  haul  the  poles  necessary  for  the  construction  of  the 
drop  wires  from  the  main  line  to  the  stockholder's  residence,  it  being 
understood  by  this  class  of  stockholders  that  the  company  would  set  one 
mile  necessary  for  the  drop,  the  new  stockholders  to  set  the  necessary 
poles  to  reach  the  farm  house  beyond  the  mile  limit,  the  company  to 
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furnish  one  mile  of  wire  and  to  furnish  the  labor  necessary  to  string 
all  of  the  wire  from  the  main  line  to  the  residence. 

(3)  Twenty-one  stockholders  who  paid  in  cash  $45.00  for  which  they 
received  one  share  of  stock,  face  value  $25.00.  They  were  to  furnish 
and  install  apparatus  at  the  sub-station  and  haul  the  poles  necessary  for 
reconstructing  the  drop  from  the  main  line  to  their  residence  beyond  a 
limit  of  one  mile,  the  company  to  furnish  the  material  necessary  to  build 
the  drop. 

(4)  Nine  renters,  so-called,  furnished  their  lines  complete  from  the 
main  line  lead  to  the  residence,  including  the  sub-station  apparatus  and 
installment.  For  the  privilege  of  connecting  to  the  main  line  of  the 
company  these  nine  subscribers  pay  an  annual  switching  rental  of  $6.00. 

(5)  The  company  has  fourteen  renters  who  do  not  own  any  part  of 
the  line  or  apparatus  necessary  to  furnish  them  telephone  service. 
Twelve  of  these  so-called  renters  live  in  the  city  and  two  in  the  country. 
They  pay  an  annual  rental  charge  of  $15.00  for  the  ser\4ce. 

From  the  above  it  will  be  readily  noted  that  an  attempt 
was  made  by  the  original  organizers  of  the  company  to 
equalize  the  stockholders  coming  into  the  company  after 
the  original  organization  was  put  into  operation  by  charg- 
ing them  amounts  above  the  $25.00  for  stock  issued.  It  is 
to  be  noted,  however,  that  the  bulk  of  the  stockholders  com- 
ing into  the  company  after  the  original  company  was  organ- 
ized was  mostly  on  the  basis  of  $35.00,  which  was  later 
raised  for  the  balance  of  the  new  members,  that  afterwards 
came  in,  to  $45.00.  No  annual  rental  charge  was  made 
against  the  stockholders,  but  small  assessments  were  levied 
when  money  was  actually  needed  to  pay  for  the  operation 
of  th-e  plant.  According  to  the  best  recollection  of  Mr. 
Pavelka,  three  assessments  were  levied  against  the  orig- 
inal stockholders  of  $1.00  each ;  the  result  of  this  being  that 
there  was  no  money  raised  except  that  actually  necessary 
to  pay  bare  operating  expenses,  and  for  a  number  of  years 
the  stockholders  received  practically  free  telephone  service, 
at  the  expense  of  their  plant,  which  was  subject  to  regular 
depreciation. 

The  first  annual  report  that  the  Washington  and  West- 
em  Telephone  Company  of  Verdigre  made  to  the  Commis- 
sion was  for  the  fiscal  year  ending  June  30, 1912.  This  re- 
port shows  that  the  earnings  from  operation  for  the  fiscal 
year  was  as  follows : 
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ToU $33  25 

Rental 328  75 

Miscellaneous 25  70 

Total $387  70 

Expenses :  

Maintenance , -  $252  44 

Operation 300  00 

General 15  01 

Total $567  45 

Net  Deficit $179  75 

Number  of  subscribers'  atations,  this  date: 

City 15 

Farm 145 

Total 160 

The  annual  report  for  the  fiscal  year  ending  June  30, 
1913,  shows  the  following  earnings  and  expenses: 

Earnings: 

Toll $60  40 

Subscribers'   rentals    1,080  20 

Miscellaneous 58  00 

Total $1,198  60 

Expenses :  

Maintenance $353  85 

Operation 461  40 

General 3  75 

Total $819  00 

Ket  Surplus  $379  60 

Number  of  subscribers'  stations  in  service: 

City 19 

Farm 158 

Totai 177 
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From  the  above  figures  it  appears  that  the  stockholders 
did  not  pay  any  rental  charge  for  the  fiscal  year  1912,  and 
as  I  understand  it,  no  rental  charges  were  made  to  the 
stockholders  for  any  period  previous  to  that  time.  If  the 
number  of  actual  renters  of  service  and  the  farm  lines 
switched  were  practically  the  same  in  1912  as  they  are  at 
the  present  time,  the  earnings  from  these  two  sources 
would  amount  to  approximately  $300,  while  the  amount  of 
earnings  in  1912  from  rentals  was  $328.75. 

We  were  informed  by  Mr.  Pavelka  that  the  board  of 
directors  had  recently  authorized  increased  salaries  as 
follows : 

Central  operator $90  00  per  annum  additional 

Manager 90  00  per  annum  additional 

Board  of  directors 32  00  per  annum  additional 

Total $212  00 

The  estimated  annual  earnings  on  the  basis  of  the  pres- 
ent subscribers'  stations  in  service,  based  on  information 
supplied  by  Mr.  Pavelka,  is 

14  renters,  at  $1.50 $210  00 

14  drop  owners,  at  $6.00 84  00 

142  stockholders,  at  $6.00 852  00 

Total $1,146  00 

Estimated  toll  earnings 60  00 

Estimated  miscellaneous  earnings 60  00 

Total $1,266  00 

The  question  for  the  Commission  to  determine  in  this 
case  is  the  amount  of  stock  that  it  should  authorize  to  be 
issued.  The  petitioners  asked  to  be  allowed  an  issue  of 
additional  capital  stock  in  the  amount  of  $5,500,  and  to  have 
validated  $1,275  which  has  been  pre\iously  issued  by  the 
company  without  the  authority  of  the  Commission.  This 
makes  a  total  outstanding  capitalization  at  the  present  time 
of  $3,375,  which  amount  was  verified  by  our  investigation 
of  the  books  of  record  and  from  the  information  furnished 
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by  the  secretary  and  manager,  from  which  we  found  that 
there  were  at  the  present  time  151  stockholders  who  have 
received  shares  of  stock,  of  the  par  value  of  $25.00,  mak- 
ing a  total  sum  of  $3,375. 

From  the  above  figures  it  will  be  readily  seen  that.no 
stock  has  been  issued  for  the  money  paid  into  the  treasury 
of  the  company  by  those  stockholders  who  became  members 
after  the  original  61,  who  constituted  the  entire  member- 
ship at  the  time  the  company  was  organized. 

As  mentioned  before,  69  stockholders  paid  in  $35.00  and 
received  one  share  of  stock  at  the  par  value  of  $25.00,  mak- 
ing a  sum  in  excess  of  the  stock  issue  $690 ;  21  stockholders 
paid  in  $45.00  and  received  one  share  of  stock,  par  value 
$25.00,  making  an  amount  of  $420  paid  into  the  company 
in  excess  of  stock  issue.  This  makes  a  total  of  $1,110  paid 
into  the  treasury  of  the  company  by  stockholders  who  be- 
came members  after  the  original  plant  was  put  in  oper- 
ation. Over  and  above  this,  there  was  a  certain  amount  of 
labor  for  which  no  stock  was  issued,  but,  according  to  the 
statement  of  the  secretary  and  manager,  the  money  was 
used  not  only  for  the  construction  of  new  plant  but  was.  used 
for  maintenance  of  the  old  plant. 

As  evidenced  by  the  statement  of  earnings  shown  in  the 
annual  report  for  the  fiscal  year  1912,  it  would  be  fair  to 
assume  that  some  of  the  free  labor  was  furnished  the  com- 
pany by  the  stockholders  for  telephone  service,  and  might 
be  properly  considered  as  a  payment  of  telephone  rental 
rather  than  for  the  construction  of  new  plant  It  is  to  be 
noted  that  the  direct  operating  expenses  for  the  year  1912, 
not  including  maintenance,  was  $315.01,  an  amount  very 
little  in  excess  of  the  money  received  from  the  renters  who 
pay  $15.00  per  annum  to  the  company,  and  those  renters 
who  pay  a  switching  charge  of  $6.00  per  year. 

Attention  is  called  to  the  material  difference  in  the  two 
classes  of  stock,  for  which  the  applicant  makes  applica- 
tion. Referring  to  the  last  page  of  applicant's  statement, 
subdivisions  (a)  and  (b),  which  describe  the  purposes  for 
which  they  ask  to  issue  $7,475  of  stock;  subdivision  (a) 
asks  for  the  validation  of  $1,275  worth  of  stock  already 
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issued ;  subdivision  (b)  asks  to  have  issued  $6,200  of  stock 
for  the  purpose  of  selling  same  to  additional  subscribers 
and  shareholders  and  for  the  further  improvement  of  the 
present  system. 

At  the  hearing  the  secretary  and  manager  said  that  the 
plant  had  to  be  reconstructed  and  that  it  was  necessary  to 
raise  funds  for  that  purpose,  and  that  he  could  sell  stock  to 
his  present  stockholders  and  raise  money  in  that  way  for 
said  reconstruction  easier  than  he  could  raise  it  from  rents 
charged  for  the  'phones  to  his  stockholders.  The  result  of 
this  would  be  to  capitalize  replacements,  which  would  be 
contrary  to  the  spirit  and  intent  of  the  law.  The  $1,275  of 
stock  issued  without  authority  of  the  Commission  repre- 
sents the  amount  paid  into  the  treasury  of  the  company  at 
$25.00  par  value,  plus  the  additional  amount  that  the  direct- 
ors demand,  which  we  have  heretofore  explained  was  an  at- 
tempt at  an  equalisation  between  stockholders,  and  the 
same  has  already  been  placed  into  the  plant,  so  that  in  val- 
idating this  amount  the  holders  of  the  same  would  receive 
the  stock  for  which  they  have  already  paid  money  at  par 
value  into  the  company. 

Assuming  that  the  secretary  and  manager  was  correct  in 
his  statement  when  he  said  that  a  considerable  amount  of 
reconstruction  must  be  made  in  the  near  future,  the  ques- 
tion arises  where  is  the  money  to  come  from  with  which  to 
make  the  necessary  repairs,  and  it  becomes  all  important. 
The  money  received  from  new  shareholders,  who  desire 
service  from  the  company,  will  not  be  available  for  the  pur- 
pose of  reconstruction.  It  will  be  put  into  extensions  and 
betterments.  It  wdll,  therefore,  be  necessary  for  the  pres- 
ent holders  of  stock  to  pay  into  the  treasury  of  the  com- 
pany for  any  stock  that  might  be  issued  to  them,  but  the 
proceeds  of  the  same  should  not  be  used  for  reconstruction 
purposes  but  would  have  to  be  used  for  extensions  to  the 
plant.  The  money  for  reconstruction  purposes  should  be 
'  aised  in  one  of  two  ways :  First,  if  the  rates  are  not  suffi- 
cient to  raise  funds  sufficient  to  pay  operation  and  main- 
tenance and  for  reconstruction  of  the  plant,  they  should  be 
raised ;  or,  if  it  is  not  desirable  to  raise  the  rates  to  the 
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stockholders  of  the  company,  then  assessments  should  be 
made  upon  the  stockholders  to  raise  funds  sufficient  to  re- 
construct the  plant.  The  stockholders  of  the  company 
should  not  receive  free  telephone  service  and  at  the  same 
time  not  take  care  of  the  reconstruction  of  the  plant,  and 
if  the  plant  is  allowed  to  deteriorate  they  should  then  be 
called  upon  to  raise  the  money  to  rebuild  the  plant. 

The  Commission  is  of  the  opinion  that  should  the  $1,275 
of  stock  be  validated,  the  amount  of  stock  then  legally  out- 
standing will  fairly  represent  the  present  value  of  the  com- 
pany's properties,  and  as  there  is  a  demand  for  a  few  more 
stockholders,  the  Commission  is  of  the  opinion  that  author- 
ity should  be  granted  to  the  applicant  herein  to  issue  $500 
additional  stock  for  the  purpose  of  extending  its  lines  to 
the  new  subscribers  desiring  telephone  service. 

The  Commission  is  of  the  opinion  that  the  applicant 
herein  should  take  over  and  own  all  of  the  subscriber's  sta- 
tions and  drops  now  owned  by  the  different  stockholders 
of  the  company,  because  as  its  telephone  service  enlarges 
it  will  be  practically  impossible  to  continue  to  give  satis- 
factory and  efficient  service  with  part  of  the  subscribers 
owning  and  maintaining  their  own  drops  and  subscriber's 
stations,  and  when  these  properties  are  all  taken  over  by 
the  company,  then  the  company  should  be  capitalized  with 
sufficient  stock  to  represent  the  entire  telephone  properties 
in' service;  and  that  rental  charges  should  be  made' to  all 
users  alike,  sufficient  to  pay  the  operating  expeijses,  cur- 
rent maintenance  and  depreciation,  and  create  a  net  sur- 
plus sufficient  to  pay  reasonable  dividends  to  the  owners  of 
the  stock.  This  is  a  matter  that  can  be  worked  out  by  the 
stockholders  themselves,  and  the  Commission  simply 
recommends  that,  in  its  opinion,  it  will  be  more  satis- 
factory for  the  future  of  the  company. 

The  Commission  is  further  of  the  opinion  that  the  said 
company  should  keep  separate,  true  and  accurate  accounts 
of  all  of  the  money  paid  into  the  company  for  additional 
stock,  and  that  the  said  company  should  make  detailed  re- 
ports to  the  Commission  as  to  the  receipt  and  the  expendi- 
ture of  the  same. 
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The  Commission  is  also  of  the  opinion  that  the  company 
should  keep  separate,  true  and  accurate  accounts  of  its 
entire  operating  income,  showing  in  detail  the  receipts  and 
disbursements  of  the  same.  Said  accounts  should  show 
what  money  is  being  paid  for  general  operating  expenses, 
current  maintenance  and  depreciation  and  what  amount  of 
money  is  being  paid  to  the  stockholders  as  dividends. 

The  Commission  is  further  of  the  opinion  that  the  com- 
pany should  make  assessments  upon  its  stockholders  to  re- 
build its  lines,  to  the  end  that  the  company  will  be  able  to 
render  efficient  service,  not  only  to  its  stockholders  but  to 
those  few  renters  who  are  paying  regular  rental  charges. 

Obder. 

It  is,  therefore,  ordered,  by  the  Nebraska  State  Railway 
Commission,  That  th^  $1,275  of  common  stock  previously 
issued  by  the  applicant  herein  without  the  authority  of  the 
Commission  be,  and  the  same  is  hereby,  validated,  and  that 
the  applicant  herein  is  hereby  authorized  to  issue  addi- 
tional stock  in  the  amount  of  $500. 

It  is  further  ordered,  That  the  applicant  shall  make  re- 
ports to.  the  Commission  as  to  the  sale  of  the  said  $500  of 
stock  and  the  amount  received  therefrom,  and  that  said  re- 
ports shall  also  show  the  expenditures  of  said  money  in 
detail. 

Made  and  entered  at  Lincoln,  Nebraska,  this  twenty- 
second  day  of  May,  1914. 


In  the  Matter  of  the  Application  of  the  Lincoln  Tele- 
phone AND  Telegraph  Company  for  Authority  to 
Establish  a  Schedule  of  Rates  at  Its  Hastings 
Exchange. 

Application  No.  2076. 

Decided  May  28,  1914. 
Increase  in  Bates  upon  Consolidation  of  Local  Exchanges. 
Application  by  the  Lincoln  Telephone  and  Telegraph  Company  which 
had  acquired  and  consolidated  the  exchanges  of  the  Nebraska  Telephone 
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Company  and  the  Hastings  Independent  Telephone  Company  at  Hast- 
ings, for  permission  to  establish  a  schedule  of  increased  rates  for  the  com- 
bined service. 

Cost  of  OonsoUdated  Plant  —  Estimated  Earnings  and  Expenses  —  Allow- 
ance for  Betom  upon  Investment. 

The  Commission  found  from  the  records  at  hand  without  making  any 
valuation,  that  the  cost  of  the  property  to  be  employed  in  the  consolidated 
service  would  be  between  $235,000  and  $250,000;  that  taking  into  con- 
sideration the  reduction  in  revenue  due  to  the  elimination  of  duplicate 
stations,  the  earnings  from  the  consolidated  plant  under  the  rates  formerly 
charged  by  the  Nebraska  company  would  be  about  $50,400;  $8,403  less 
than  the  annual  revenue  from  the  two  exchanges  operating  separately.  On 
the  basis  of  the  expenses  for  the  last  six  months  of  1913,  $48,753.30  was 
deducted  for  current  maintenance  and  realized  depreciation,  direct  operat- 
ing expenses,  taxes,  uncollectible  accounts  and  7  per  cent,  interest  on 
$235,000,  leaving  $1,646.70  for  a  depreciation  re8er\e.  No  toll  invest- 
ment, revenue,  or  expenses  were  included  in  these  computations. 

Allowance  for  Depredation. 

Held:  That  an  allowance  of  only  5  per  cent,  for  both  maintenance  and 
depreciation  is  not  sufficient  to  maintain  a  plant  at  100  per. cent,  efficiency; 
the  Commission  has  in  some  instances  allowed  9  per  cent,  and  regards 
8  per  cent,  as  a  minimum  allowance. 

Tentative  Schedule  of  Bates. 

Held:  That  although  it  appears  that  the  rates  formerly  charged  by  the 
Nebraska  company  will  not,  under  present  conditions,  produce  sufficient 
revenue  to  care  for  operating  expenses  and  dividends  and  at  the  same  time 
provide  a  proper  sum  for  depreciation,  nevertheless  the  earnings  will  be 
sufficient  to  protect  the  property  from  serious  loss  for  a  period  of  several 
months  during  which  the  improvements  to  the  plant  can  be  completed  and 
the  necessary  adjustments  made  to  bring  the  system  to  a  normal  operating 
basis. 

The  Commission  prescribed  a  tentative  schedule  of  rates  substantially 
in  accordance  with  the  rates  formerly  charged  by  the  Nebraska  company, 
tlie  schedule  to  remain  in  effect  for  nine  months  with  provision  for  an  ex- 
haustive investigation  at  the  end  of  that  period  if  the  revenue  under  such 
rates  is  insufficient. 

Area  of  Free  Service  —  Imposition  of  Toll  Charges. 

It  appeared  that  a  heavy  burden  in  the  form  of  depleted  toll  revenues 
and  increased  traffic  expenses  had  been  imposed  on  both  exchanges  by  the 
unusually  large  number  of  adjoining  exchanges  to  which  free  service  was 
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afforded  and  that  negotiations  were  in  progress  to  place  this  traffic  on  a 
toll  basis. 

Held:  That  the  discontinuance  of  this  free  service  would  insure  a  more 
equitable  distribution  of  the  charges  and  greatly  improve  the  service  and 
is  necessary  if  the  Bell  rates  are  to  be  applied  as  a  tentative  schedule; 
moreover,  the  saving  thus  effected  will  contribute  to  the  surplus  available 
for  depreciation. 

Dlscoiuit  for  Prompt  Payment. 

Held:  That  the  proposed  flat  discount  of  25  cents  per  month  for 
payment  within  ten  days  is  the  standard  throughout  the  State  and  has 
been  approved  in  a  number  of  exchanges  by  the  Commission  as  it  is  a 
material  incentive  to  prompt  payment  and  results  in  the  reduction  of 
collection  expenses. 

Charge  for  BemoTal  of  Telepliones  and  Changes  in  Type  of  tkistmment. 

Held:  That  the  removal  or  change  of  location  of  telephones  involves 
an  expense  which  must  be  met  by  the  body  of  subscribers  unless  a  special 
charge  is  imposed;  and  that  $2.00  is  a  reasonable  charge  for  changes  of 
location  within  a  building  or  changes  in  the  class  of  instrument  used.* 

Finding  and  Order. 
Taylor,  Commissioner: 

On  February  1,  1912,  the  Lincoln  Telephone  and  Tele- 
graph Company  acquired  the  exchange  of  the  Nebraska 
Telephone  Company  at  Hastings,  and  on  June  30,  1913,  it 
purchased  the  exchange  of  the  Hastings  Independent  Tele- 
phone Company,  since  which  time  it  has  been  operating 
both  systems  separately.  The  plant  of  the  Hastings  Inde- 
pendent Telephone  Company  was  of  the  automatic  type, 
and  on  April  1,  1914,  had  1,056  subscribers.  The  other 
plant  was  of  the  manual  type  and  on  the  same  date  had 
1,719  subscribers.  Upon  the  purchase  of  the  automatic 
plant  applicant  commenced  the  consolidation  of  the  two, 
converting  the  automatic  plant  to  manual.  This  work  is 
now  about  completed  and  application  has  been  made  for 
authority  to  establish  a  schedule  of  rates  for  the  unified 
service. 

The  rates  now  in  effect  on  the  manual  exchange  are  as 
follows : 


'  Editor's  headnote. 
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Metallic  drcuii  Grounded  circuit 

Gross  Net  Gross  Net 

Individual  business $42  00     $42  00 

Two-party  business 36  00     36  00 

Four-party  business 27  00     

Individual  residence 24  00     24  00 

Two-party  residence 18  00     18  00 

Four-party  residence 18  00 

Farm  residence 18  00  (Grounded        circuit 

rates  cancelled  in  so 

far  as  they  relate  to 

new  business.) 

Desk  'phones  on  farm  lines,  25  cents  per  month  additional. 

City  bills  are  payable  monthly  in  advance  at  the  company's  office. 

Farm  bills  are  payable  quarterly  in  advance  at  the  company's  office. 

The  difference  between  gross  and  net  rates  will  be  allowed  as  a  discount 
for  prompt  payment. 

The  discount  on  monthly  bills  shall  be  allowed  if  payment  is  made  at 
the  company's  office  on  or  before  the  tenth  day  of  the  month  for  which 
the  bill  is  rendered. 

The  discount  on  quarterly  bills  shall  be  allowed  if  payment  is  made  at 
the  company's  office  during  the  first  month  of  the  quarter. 

No  discount  shall  be  allowed  if  any  balance  for  previous  service  rendered 
remains  unpaid. 

Inner  radius  is  city  limits. 

Additional  charge  outside  of  inner  radius,  where  there  is  an  existing 
pole  line,  for  each  quarter  mile  or  fraction  thereof: 

Metallic  circuit 

One-party $5  00 

Two-party 3  00 

Extra  service: 

Two  parties  using  same  telephone,  business 12  00 

Residence  apartments,  boarding  houses,  etc 3  00 

Extension  sets  12  00 

Extension  sets,  special  wall,  residence  only 6  00 

Extension  bells 3  00 

Individual  line,  business,  metallic  circuit,  for  subscriber's  incom- 
ing calls  only  (no  signals  provided  at  central  office  end  of  line) .       24  00 
Business  'phones  on  farm  lines,  50  cents  per  month  in  addition  to 

regular  farm  line  charges. 

These  same  rates  also  apply  to  the  company's  exchanges 
at  Hansen,  Juniata,  Pauline,  Ayr  and  Prosser,  with  which 
there  is  a  free  exchange  with  the  Clay  County  Rural  Com- 
pany's exchange  at  Glenville. 
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The  rates  in  effect  on  the  automatic  exchange  are  as 
follows : 

Metallic  circuit 
Business  Residence 

Individual  line $3  00      $1  75 

Farm  lines  1  50        1  50 

Extension  sets  75  50 

Exceptions  to  above  rates,  if  any: 

City  schools  and  colleges,  $10.00  per  year. 

Five  to  eight  on  line,  business,  in  nearby  villages:  $2.00. 

Individual  lines,  automatic,  beyond  city  limits;  increase  on  city  rates 

according  to  distance. 
Kate  of  $1.25  per  month,  grounded  line,  out  of  Prosser  exchange. 
Fifty  cents  per  month  for  instrument  rental  and  switching  on  line  owned 
by  farmers  on  Prosser  exchange. 
Switching  rates,  per  telephone,  per  month: 
Eighty  cents,  received  from  Prosser  telephones;  includes  maintenance 
of  their  system,  etc. 
Discounts  on  collections,  or  terms  of  payment,  if  any: 

None. 
How  far  from  central  office  do  rates  for  town  service  extend: 
City  limits. 

Subscribers  to  the  automatic  service  have  been  receiv- 
ing a  free  exchange  of  service  with  Prosser,  Kenesaw,  Hol- 
stein,  Roseland,  Ayr,  Blue  Hill,  Glenville,  Inland,  Bladen, 
Rosemont,  Lawrence,  Mt.  Claire,  Cowles  and  Guide  Rock. 

The  schedule  proposed  by  applicant  for  the  consolidated 
service  is  as  follows : 

MetaUic  circuit 
Gross  Net 

Individual  business  $57  00  $54  00 

Two-party  business 51  00  48  00 

Individual  residence   27  00  24  00 

Two-party  residence 21  00  IS  00 

Farm  residence   21  00  18  00 

Farm  business  27  00  24  00 

Inner  radius  is  city  limits. 

Additional  charge  outside  of  inner  radius,  where  there  is  an  existing 
pole  line,  for  each  quarter  mile  or  fraction  thereof: 
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Metallic  circuit 

One-party $5  00 

Two-party 3  00 

Extra  service: 

Two  parties  using  same  telephone,  business 12  00 

Residence  apartments,  boarding  houses,  etc , .  3  00 

Extension  sets 12  00 

Extension  sets,  special  wall,  residence  only 6  00 

Extension  bells 3  00 

Individual  line,  business,  metallic  circuit,  for  subscribers  incom- 
ing calls  only   (no  signals  provided  at  central  office  end  of 

line) 24  00 

Includes  free  service  to  all  exchanges  in  Adams  County  (except  Glen- 
wood  company's  exchange  at  Ayr)  Glenville  and  Inland  and  a  farm  line 
into  Trumbull.    Toll  rate  to  Blue  Hill  to  be  cut  to  10  cents. 

As  the  consolidation  of  the  two  plants  is  now  ready  to  be 
effected,  and  as  there  is  an  urgent  demand  on  the  part  of 
the  patrons  for  the  imiJ&ed  service,  the  Commission  deemed 
it  advisable  to  approve  a  new  schedule  without  making  the 
usual  exhaustive  valuation  of  the  property  and  study  of 
the  accounts  as  to  earnings  and  expenses.  Accordingly  a 
conference  was  held  at  Hastings  on  April  21,  which  was 
participated  in  by  the  members  of  the  Commission,  repre- 
sentatives of  the  applicant,  and  a  number  of  other  com- 
panies affected,  and  by  a  large  number  of  patrons,  at  which 
time  the  matter  was  canvassed  in  a  general  way  and  the 
opinions  of  all  parties  received,  together  with  such  data  and 
information  as  was  available.  Any  rates  approved  at  this 
time,  therefore,  will  only  be  tentative  and  will  be  subject  to 
further  investigation  in  the  future. 

The  approximate  cost  of  the  consolidated  property  to 
the  applicant  is  disclosed  by  the  books.  The  automatic 
plant  was  purchased  for  $112,299,  this  figure  excluding  the 
cost  of  the  toll  property.  The  purchase  price  of  the  Ne- 
braska Telephone  Company's  plant,  exclusive  of  toll  prop- 
erty, was  $87,758.  Since  the  purchase  of  the  two  plants 
a  considerable  sum  has  been  expended  in  improvements  and 
betterments,  the  exact  amount  not  being  ascertainable  as 
the  work  is  not  yet  completed.  The  deductions  from  plant, 
and  the  allowance  for  salvage  cannot  be  definitely  deter- 
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mined  at  this  time.  It  appears  from  the  records  at  hand, 
however,  that  the  cost  of  the  property  as  it  will  be  em- 
ployed in  the  consolidated  service  and  with  a  proper  allow- 
ance for  working  capital  will  be  in  the  neighborhood  of 
$235,000  to  $250,000. 

The  earnings  from  both  exchanges  for  the  last  six  months 
of  1913  were  $29,401.51.  This  figure  does  not  include  any  of 
the  exchanges '  income  from  toll,  nor  will  the  following  fig- 
ures relating  to  expenses  include  any  of  the  expenses  caused 
by  toll  operation,  the  plan  of  the  Commission  being  to  seg- 
regate the  toll  property  from  that  devoted  to  the  use  of  the 
exchange,  together  with  the  earnings  and  expenses  from 
the  same  source.  The  expenditures  for  maintenance  and 
realized  depreciation  for  the  same  period  were  $7,513.34; 
while  the  direct  operating  expenses  were  $7,508.90.  Added 
to  this  was  $741.84  for  taxes  and  $387.57  for  uncollectible 
accounts,  making  a  total  charge  against  earnings  for  main- 
tenance and  depreciation,  direct  operating  expenses,  taxes 
and  uncollectible  accounts  of  $16,151.65.  Doubling  these 
figures  in  order  to  arrive  at  a  basis  for  a  year's  operation 
we  have  $58,803.02  as  the  earnings  from  the  two  plants,  out 
of  which  was  expended  $32,303.30  for  the  purpose  detailed 
above,  leaving  a  balance  of  $26,499.72  for  return  on  the 
investment,  and  a  reserve  for  depreciation.  Assuming  the 
cost  value  of  the  two  plants  to  be  $200,000  and  allowing  7 
per  cent,  for  rate  of  return,  we  have  $14,000  to  be  charged 
against  the  balance,  leaving  a  surplus  of  $12,499.72.  On 
the  above  assumption  it  might  appear  that  the  present 
rates  are  sufficient  to  operate  and  maintain  the  plants,  pro- 
vide a  depreciation  fund  and  pay  a  reasonable  return  on 
the  investment.  The  figures,  however,  are  by  no  means 
conclusive  as  they  have  been  subjected  to  but  little  analysis. 
A  study  of  the  history  of  the  automatic  plant,  for  example, 
shows  that  in  the  six  years  of  its  operation  from  1908  to 
1913,  inclusive,  there  was  expended  for  current  mainte- 
nance slightly  over  3  per  cent,  of  the  cost  value  of  the  plant 
annually,  while  at  the  same  time  there  was  set  aside  a  sur- 
plus for  depreciation  of  only  2  per  cent.    An  allowance  of 
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only  5  per  cent,  for  both  maintenance  and  depreciation  is 
not  sufficient  to  maintain  the  plant  at  100  per  cent, 
service  efficiency,  and  at  the  same  time  protect  the  property 
against  loss.  The  Commission  has  in  some  cases  allowed  9 
per  cent,  for  these  purposes  and  regards  8  per  cent,  as  a 
minimum  allowance. 

The  consolidation  of  the  plants  will  result  in  a  substan- 
tial reduction  in  revenue  due  to  the  duplication  of  tele- 
phones. As  shown  above,  there  w^ere  2,775  stations  in  ser- 
vice on  April  1,  1914.  A  study  submitted  by  the  company 
estimates  the  number  of  duplicates  at  320,  206  of  which  are 
business  subscribers.  There  will  be  a  number  of  readjust- 
ments following  the  consolidation,  so  that  it  is  impossible 
to  accurately  forecast  the  number  of  stations  in  each  class 
of  service  and  the  exact  revenue  that  will  accrue  therefrom, 
but  the  study  referred  to  was  made  with  considerable  care, 
and  is  believed  to  be  as  accurate  as  any  that  could  be  made. 
Applying  the  so-called  Bell  rates  to  the  2,455  subscribers 
who  can  reasonably  be  expected  to  remain  after  the  con- 
solidation, the  annual  rental  revenue  will  be  $50,400,  which 
is  $8,403  less  than  the  rental  earnings  from  the  two  plants, 
at  the  present  time.  Applying  this  revenue  to  the  consoli- 
dated plant,  on  the  basis  of  the  expenses  for  the  last  six 
months  of  1913,  the  following  result  is  obtained: 

Annual  earnings  from  consolidated  plant $50,400  00     

Current  maintenance  and  realized  depreciation. .     .  .• $15,026  68 

Direct  operating  expenses 15,017  80 

Taxes 1,483  68 

Uncollectible  accounts 775  14 

7  per  cent,  dividend  on  $235,000  (estimated  value 

of  consolidated  plant)   16,450  00 

Total $50,400  00     $48,753  30 

Surplus  for  Depreciation  Reserve 1,646  70 

The  tax  item  used  above  is  the  actual  payment  as  shown 
by  the  books  and  covers  nothing  but  general  taxes.  If  an 
occupation  tax  is  levied  it  would  reduce  the  net  revenue 
and  would  ne-cessarily  have  to  be  considered  in  the  fixing 
of  the  rates. 
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While  this  indicates  that  the  Bell  rates  will  not,  under 
present  conditions,  produce  sufficient  revenue  to  take  care 
of  operating  expenses  and  dividends,  and  at  the  same  time 
provide  a  proper  amount  for  depreciation,  yet  the  earn- 
ings will  be  sufficient  to  protect  the  property  from  serious 
loss  for  a  period  of  several  months,  during  which  time  the 
improvements  to  the  plant  can  be  completed  and  the  neces- 
sary adjustments  brought  about  to  bring  the  system  to  a 
normal  operating  basis.  The  schedule  proposed  by  the 
applicant  increases  the  rates  to  business  subscribers  only, 
adding  $1.00  per  month  to  the  present  Bell  rates.  The  in- 
crease would  produce  slightly  less  than  $4,000  per  year 
more  revenue. 

It  will  be  observed  from  a  study  of  the  present  schedules 
that  an  unusually  large  amount  of  **  free  service  "  is  being 
given  at  the  present  time,  particularly  by  the  independent 
exchange.  Through  an  arrangement  with  the  Glenwood 
Telephone  Company,  the  Hastings  Independent  company 
gave  free  service  to  all  of  the  exchanges  on  that  system, 
which  covers  practically  all  of  Webster  County.  It  also  had 
free  exchange  arrangements  with  the  other  independent 
companies  in  Adams  County.  The  situation  with  respect 
to  the  old  Bell  exchange  is  somewhat  different  for  the 
reason  that  five  of  the  exchanges  with  which  there  is  a  free 
exchange  of  service,  namely,  Ayr,  Pauline,  Juniata,  Pros- 
ser  and  Hansen  are  owned  by  the  Lincoln  company  and  the 
subscribers  pay  the  same  rates  as  are  in  effect  at  Hastings. 
There  is  a  free  exchange  of  service,  however,  with  the 
exchange  of  the  Clay  County  Rural  'Phone  Company  at 
Glenville.  The  large  amount  of  free  service  thus  fur- 
nished has  imposed  a  heavy  burden  on  the  companies 
affected,  the  results  being  reflected  in  a  depleted  toll  reve- 
nue and  an  increased  traffic  expense.  Negotiations  are  now 
in  progress  to  place  this  traffic  on  a  message  or  toll  basis 
as  is  indicated  by  notice  served  upon  the  Commission  by 
the  secretary  of  the  Glenwood  Telephone  Company.  This 
letter  was  received  by  the  Commission  on  May  2,  which  was 
subsequent  to  the  conference  at  Hastings.  The  letter  says 
in  part: 
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"  It  virtually  has  been  agreed  by  the  parties  to  establish  a  toll  rate  of 
ten  cents  per  call  between  Hastings  and  the  Glenwood  exchanges  at  Ayr, 
Blue  Hill,  Bladen,  Holstein  and  Roseland,  and  that  a  contract  will  soon 
be  entered  into  after  a  few  minor  points  have  been  agreed  upon,  sub- 
ject to  the  approval  of  the  railway  commission; 

At  a  meeting  of  the  directors  of  the  Glenwood  Telephone  Company  held 
April  30,  nine  of  the  eleven  directors,  several  members  of  the  district 
boards  and  the  executive  board  were  present  to  consider  the  proposed 
contract;  no  objections  were  made  to  adopt  the  contract,  except  by  the 
director  of  the  Holstein  district. 

The  Glenwood  Telephone  Company  therefore  requests  that  that  part 
of  the  application  of  the  Lincoln  Telephone  and  Telegraph  Company  re- 
ferring to  the  free  service  with  Holstein  and  Roseland  be  not  granted." 

The  Commission  is  advised  that  this  contract  has  not  yet 
been  consummated  but  that  negotiations  are  still  in  pro- 
gress. Negotiations  are  also  being  conducted  with  the 
other  companies  affected,  with  the  object  of  discontinuing 
the  free  service  arrangements  and  placing  the  traffic  on  a 
message  basis.  There  can  be  no  question  but  that  the  dis- 
continuance of  the  free  service  would  insure  a  more  equi- 
table distribution  of  the  charges  and  greatly  improve  the 
service.  Its  discontinuance  is  likewise  necessary  if  the 
Bell  rates  as  applied  in  the  above  study  are  to  be  approved 
as  the  tentative  schedule  for  the  consolidated  service.  The 
placing  of  the  free  service  on  a  toll  basis  will  affect  the 
company  in  one  of  two  ways,  either  it  will  reduce  the  num- 
ber of  calls  and  thus  reduce  the  traffic  expense  and  the  in- 
vestment incident  thereto,  or  it  will  increase  the  toll  reve- 
nue. In  either  event,  the  net  revenues  of  the  applicant  will 
be  materially  increased.  To  what  extent,  it  is  impossible 
to  predict,  but  that  is  another  matter  that  will  develop  from 
a  trial  of  several  months.  At  any  rate,  the  saving  thus 
effected  will  contribute  to  the  surplus  for  depreciation  and 
render  more  unlikely  any  injury  to  the  property  through  a 
trial  on  the  basis  outlined. 

At  the  present  time  a  discount  of  15  cents  per  month  on 
business  telephones  and  10  cents  per  month  on  residence 
telephones  is  being  allowed  the  subscribers  on  the  auto- 
matic exchange  for  payment  of  monthly  bills  within  ten 
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days.  The  application  in  the  present  case  provides  for  a 
flat  discount  of  25  cents  per  month  from  the  gross  rate  to 
all  subscribers.  This  is  a  discount  that  is  standard  over 
the  State,  and  has  been  approved  in  a  number  of  cases  by 
the  Commission.  Investigation  shows  that  it  is  a  material 
incentive  to  prompt  payment,  and  results  in  a  reduction  of 
collection  expense.  It  is  regarded  as  a  reasonable  rule  and 
will  be  approved. 

The  records  for  the  six  months  referred  to  above  show 
that  the  removal  of  telephones  and  their  change  from  one 
location  to  another  imposed  upon  the  two  companies  an  ex- 
pense of  $1,592.99,  or  about  $3,000  per  year.  This  is  a  bur- 
den, which  if  not  provided  for  by  a  special  charge,  must  be 
passed  along  to  the  public  in  the  monthly  rates.  That  the 
latter  method  is  inequitable  is  obvious,  for  the  reason  that 
many  of  the  changes  are  unnecessary,  and  in  some  instances 
are  prompted  by  whimsical  motives.  As  stated  in  Nebraska 
State  Kailway  Commission  Eeports,  Application  1637 
(p.  21),* 

"  It  seems  unfair,  to  the  Commission,  that  patrons  who  are  permanent 
and  who  do  not  demand  frequent  removals  and  changes  should  be  called 
upon  to  assist  in  paying  for  the  expense  of  making  removals  and  changes 
for  others,  and  .therefore  a  schedule  of  rates  is  made  to  cover  in  part  at 
least  the  expense  incurred  in  this  manner." 

The  charge  imposed  in  that  order  was  $2.00  for  a  move 
within  a  building  or  change  of  class  of  instrument.  This 
appears  to  be  a  reasonable  charge  in  the  present  case,  and 
for  the  reasons  given  will  be  approved  as  a  part  of  the 
Bchedule. 

In  view  of  the  lack  of  time  in  which  to  make  the  neces- 
sary valuation  and  accounting,  and  in  view  of  the  satisfac- 
tory showing  made  by  an  application  of  the  old  Bell  rates 
to  the  system  after  consolidation,  the  Commission  is  of  the 
opinion  the  public  will  be  better  served  and  the  require- 
ments of  the  company  substantially  met  if  this  schedule  is 


•/n  the  Matter  of  the  Application  of  the  Lincoln  Telephone  and  Tele- 
graph Company  for  Permission  to  Consolidate  the  Exchanges  in  Lincoln, 
etc.,  June  26, 1913,  printed  in  Commission  Leaflet  No.  19,  at  page  134. — ^Ed. 
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applied  for  a  period  of  at  least  nine  months.  With  the  dis- 
continuance of  the  fre^  service  and  the  adjustments  sug- 
gested, it  is  apparent  that  the  company  will  not  seriously 
suffer.  At  the  end  of  nine  months  the  plant  should  be 
working  smoothly,  the  classification  of  subscribers  definitely 
determined,  the  earnings  and  expenses  should  be  on  stable 
basis,  and  the  whole  system  should  have  reached  a  normal 
condition.  If,  at  the  end  of  that  period,  the  company  finds 
that  its  revenues  are  insuflBcient  and  concludes  to  ask  for 
an  increase  of  rates,  the  Commission  will  make  a  thorough 
and  exhaustive  investigation  to  determine  definitely  what 
the  rates  should  be. 

Order. 

It  is,  therefore,  ordered,  That  the  Lincoln  Telephone  and 
Telegraph  Company  be,  and  the  same  hereby  is,  author- 
ized to  charge  and  collect  until  the  further  order  of  the 
Commission,  from  and  after  June  1,  1914,  the  following 
schedue  of  rates  on  its  Hastings  exchange: 

Metallic  circuit 
Gross  Net 

Individual  business $45  00  $42  00 

Two-party  business 39  00  36  00 

Individual  residence  27  00  24  00 

Two-party  residence •  21  00  18  00 

Farm  residence 21  00  18  00 

Farm  business 27  00  24  00 

The  same  rates  to  apply  at  Hansen,  Juniata,  Pauline,  Ajt  and  Prosser. 

Free  interchange  toll  service  for  use  of  subscribers  only.  Non-sub- 
scribers at  exchange  used  to  pay  regular  rate. 

City  bills  are  payable  monthly  in  advance  at  the  company's  office. 

Farm  bills  are  payable  quarterly  in  advance  at  the  company's  office. 

The  difference  between  gross  and  net  rates  will  be  allowed  as  a  discount 
for  prompt  payment.  The  discount  on  monthly  bills  shall  be  allowed  if 
payment  is  made  at  the  company's  office  on  or  before  the  tenth  day  of  the 
month  for  which  the  bill  is  rendered. 

The  discount  on  quarterly  bills  shall  be  allowed  if  payment  is  made  at 
the  company's  office  during  the  first  month  of  the  quarter. 

No  discount  shall  be  allowed  if  any  balance  for  previous  service  ren- 
dered remains  unpaid. 

Inner  radius  is  city  limits. 

Additional  charge  outside  of  inner  radius,  where  there  is  an  existing 
pole  line  for  each  quarter  mile  or  fraction  thereof: 
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Metallic  circuit 

One-party $o  00 

Two-party 3  00 

Extra  service: 

Two  parties  using  same  telephone,  business 12  00 

Residence  apartmentfi,  boarding  houaee,  etc 3  00 

Extension  sets 12  00 

Extension  'Sete,  special  wall,  reeklence  only C  60 

Extenfiion  bells 3  00 

Individual   line,   business,   metallic   circuit,   for  subscriber's   in- 

coming  calls  only  (no  signals  provided  at  central  office  end  of 

line) 30  00 

Desk  telepbonee  on  farm  Knes,  25  oents  per  month  extra. 
Free  service  to  Lincoln  Telephone  and  Telegraph  exchanges  to 

subscribers  paying  above  r^es  at  Hansen,  Juniata,  Pauline, 

Ayr  and  Prosser. 
Removals  and  changes: 

Mo\dng  charge  within  building  or  change  of  class  of  instrument,  $2.00. 

Moving  charge  from  one  building  to  another,  $2.00. 

Where  installation  is  made  for  less  than  one  full  year's  service  a  charge 
will  be  made  for  such  installation,  per  telephone  installed,  of  $2.00. 

No  charge  will  be  made  for  removing  a  telephone  from  one  building  to 
another,  if  the  telephone  desired  moved  has  been  used  at  the  one  building 
for  at  least  the  preceding  twelve  months. 

^e  charge  will  be  made  when  iiecessity  for  change  or  removal  is  oeea- 
sioiM?d  by  tire. 

Xo  charge  will  be  made  for  removal  where  subscriber  moves  to  location 
at  which  a  telephone  is  already  installed  for  the  class  of  service  desired. 

Any  other  or  special  service,  not  enumerated  above,  ehall  be  cliarged 
for  at  rates  -now  <m  file  or  that  may  be  authorized  on  applieation  duly 
made  to  the  Cominiseion. 

H  is  further  ordered,  That  the  schedule  of  rate«  now  in 
effect  on  the  Hayings  Independent  Telephone  Cottipany's 
exchange  be,  and  the  same  are,  hereby  cancelled. 

Made  and  entered  at  Lincoln,  Nebrai^a,  ibis  t\venty- 
eiglilh  day  of  May,  Wli* 
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Public  Service  Commission. 

Petition  of  New    Englakd    Telephone    and  Telegraph 
Company  for  Authority  to  Extend  Lines  into  Gil- 

MANTON. 

File  No.  D-183  — Order  No.  258. 

Filed  December  26,  1913— Granted  January  8,  1914. 

(4  N.  H.  P.  S.  C.  R.  133) 
Authority  to  Extend  Lines  Into  Occnpled  Territory. 

Appearance  : 
M,  B.  Jones,  for  petitioner. 

Report. 

Benton,  Commissioner: 

This  is  a  petition  by  the  New  England  Telephone  and 
Telegraph  Company  asking  for  authority  to  extend  its 
lines  into  the  town  of  Gilmanton.  The  petitioner  already 
has  a  telephone  system  in  Pittsfield  and  desires  to  serve 
the  public  in  Gilmanton,  which  adjoins  Pittsfield. 

The  Winnepesaukee  Telephone  Company,  a  corporation 
controlled  by  the  petitioner,  already  has  lines  in  Gilman- 
ton, as  does  also  the  Citizens  Telephone  Company,  an  in- 
dependent company. 

Both  of  these  companies  have  consented  to  the  exten- 
sion of  the  lines  of  the  New  England  company  proposed, 
and  an  order  will  be  made  granting  the  authority  asked 
for. 
NiLES  AND  Worthen,  Commissiotiers,  concurred. 

Filed  January  8,  1914. 

460 
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Order  No.  258. 

Upon  the  foregoing  report,  which  is  made  a  part  here- 
of, 

It  is  ordered,  That  the  permission  of  this  Commission 
be,  and  is,  granted  to  said  New  England  Telephone  and 
Telegraph  Company  to  construct  the  necessary  plant, 
lines  and  apparatus  in  the  towm  of  Gilmanton  to  enable 
it  to  engage  in  the  business  of  transmitting  telephone  and 
telegraph  messages  therein,  and  that  the  approval  of  the 
Commission  be  and  is  granted  to  said  corporation  for 
such  construction  and  engaging  in  business. 

By  order  of  the  Public  Service  Commission,  this  eighth 
day  of  January,  1914. 


New  England  Telephone  and  Telegraph  Company  v. 
John  E.  Greenfield  et  al: 

Petition  for  Right  of  Way  for  the  Building  of  a  Tele- 
phone AND  Telegraph  Line. 

File  No.  D-1 50  — Order  No.  260. 

Filed  Janmrxj  20,  1913  — Decided  January  22,  1914. 
(4  X.  H.  P.  S.  C.  R.  153.) 

Construction  of  Pole  Line  — Bight  of  Way  over  Private  Property  Granted 
by  Conunl88ion  —  Compensation  Fixed  by  Commission. 

Appearances  : 

W.  T.  Gunnison,  for  the  petitioner. 

Leslie  P.  Snow,  Elmer  J.  Smart,  Harold  F.  Smith,  for 
Greenfield  and  other  larfd  owners,  except  Lahey. 

Report. 
Benton,  Commissioner: 

This  is  a  petition  by  the  New  England  Telephone  and 
Telegraph  Company  representing  that  in  the  construction 
of  certain  toll  lines  in  the  counties  of  Strafford  and  Carroll, 
it  is  necessary  in  order  to  meet  the  reasonable  require- 
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la- 
ments of  service  to  the  public  to  construct  lines  across 

land  of  the  respondents,  and  that  it  cannot  agree  with  the 

respondents  as  to  the  necessity  for  the  required  rights,  nor 

as  to  the  price  to  be  paid  therefor.     The  Commission  is 

asked  to  determine  the  necessity  of  such  construction,  and 

the  compensation  to  be  paid  for  the  required  rights. 

A  view  was  taken  by  the  Commission  of  each  tract  of 
land  affected,  and  hearings  were  held  at  Rochester  on 
November  5  and  6,  1913.  A  continuance  was  granted  to  al- 
low an  amendment  to  bring  in  a  land  owner  not  named 
in  the  petition  as  first  filed.  This  amendment  was  made 
November  26,  1913,  and  upon  the  same,  notice  was  or- 
dered to  the  land  owner  so  added  as  respondent,  and  a 
hearing  was  ordered  at  Concord  on  December  23,  1913. 
Upon  the  date,  of  hearing  the  case,  by  agreement,  was  sub- 
mitted on  the  evidence  already  taken. 

The  necessity  for  the  proposed  taking  does  not  appear 
seriously  to  be  contested;  but  we  find  from  the  evidence 
before  us  that  such  taking  is  necessary  in  order  to  meet 
the  reasonable  requirements  of  service  to  the  public. 

An  order  will  be  made  specifically  describing  the  rights 
found  to  be  necessary,  and  fixing  the  compensation  to  be 
paid  therefor. 

NiLES  AND  WoRTHEN,  Commissioners y  concurred. 

Order  No.  260. 

In  the  matter  of  the  petition  of  the  New  England  Tele- 
phone and  Telegraph  Company  v.  John  Greenfield,  Wal- 
ter S.  Wentworth,  Charles  Wentworth,  Luther  Hayes, 
Thomas  Lahey,  Walter  W.  Sanborn  and  Mary  Sanborn, 
filed  June  20,  1913,  praying  for  rights  of  way  for  its  pole 
line  over  land  of  said  respondents,  situated  in  Rochester 
and  Milton,  in  the  county  of  Strafford  and  in  the  towns  of 
Brookfield  and  Madison,  in  the  county  of  Carroll,  in  said 
State. 

This  Commission,  having  upon  due  notice  to  all  parties 
in  interest,  heard   and  determined  the  necessity   for   the 
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rights  prayed  for,  and  the  compensation  to  be  paid  there- 
for, now  this  twenty-second  day  of  January^  1914,  orders, 
adjudges  and  decrees  as  follows: 

1.  That  it  is  necessary  to  meet  the  reasonable  require- 
ments of  service  to  the  public,  that  said  New  England  Tele- 
phone and  Telegraph  Company,  a  public  utility  subject 
to  supervision  under  Chapter  164  of  the  Laws  of  1911, 
as  amended  by  Chapter  145  of  the  Laws  of  1913,  should 
construct  a  line  of  poles  with  the  necessary  cro&s-arms, 
wires,  insulators,  brackets,  guy-wires  and  other  accessories, 
across  the  lands  of  the  persons  named  in  said  petition, 
as  hereinafter  more  specifically  set  forth,  and  that  said 
New  England  Telephone  and  Telegraph  Company  and  its 
successors  and  assigns,  by  virtue  of  its  said  petition  and 
this  decree  shall  be  entitled  to  construct  and  forever  main- 
tain a  line  of  poles  in  the  locations  hereinafter  specifically 
set  forth,  and  to  place  upon  said  poles  the  necessary  .cross- 
arms,  wires,  insulators,  brackets,  guy-wires  and  other 
accessories;  also  that  in  constructing  and  maintaining  said 
line  of  poles,  with  wires,  fixtures,  guy-wires  and  supports 
as  hereinbefore  set  forth,  it  shall  have  the  right  to  cut 
down  or  keep  trirome<l  all  trees  and  bushes  upon  a  strip 
of  land  thirty  feet  in  total  width,  being  fifteen  feet  on 
each  side  ot  a  center  line  running  through  said  strip ;  also 
that  it  shall  have  the  right  at  any  time  to  pass  and  re- 
pass with  men,  teams  and  other  vehicles  along  and  under 
said  lines  of  vnres  across  lands  and  to  enter  upon  said 
lands  from  the  highway  as  hereinafter  specifically  pro- 
vided: 

The  rights  hereby  granted  are  more  specifically  de- 
scribed as  follows: 

2.  Said  pole  line  shall  cross  land  of  John  G-reenfield  in 
said  city  of  Rochester  in  the  following  location : 

Beginning  at  a  point,  on  the  southerly  line  of  the  New 
State  Eoad  leading  from  the  said  city  of  Rochester  to  the 
town  of  Milton,  where  the  Boston  and  Maine  Railroad 
right  of  w^ay  crosses  the  said  highway  and  distant  from 
the  nearest  rail  of  said  railroad  measured  at  right  angles 
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therefrom  twenty-five  feet,  thence  running  parallel  to  said 
railroad  right  of  way  north  9  degrees  50  minutes  east 
across  the  said  highway  and  across  the  land  of  said  John 
Greenfield  to  the  land  of  one  Wilkinson.  The  eastern 
boundary  of  said  railroad  location  to  be  the  western  boun- 
dary of  said  telephone  location  and  said  location  to  be 
thirty  feet  in  width. 

Said  company  shall  have  the  right  in  constructing  and 
maintaining  its  said  pole  line  with  wires,  fixtures,  guy- 
wires  and  supports  thereon  as  hereinbefore  set  forth,  to 
cut  down  and  keep  trimmed  all  trees  and  other  growth 
within  said  location  thirty  feet  in  width;  providing,  how- 
ever, that  said  company  shall  not  thereby  acquire  any  title 
to  or  ownership  in  said  trees  or  other  growth,  and  that  the 
same  shall  remain  the  property  of  said  Greenfield;  and 
said  company  shall  also  have  the  perpetual  rights  by  its 
agents  and  servants  for  the  purpose  of  patrolling  and 
maintaining  said  line,  to  pass  and  repass  along  and  under 
the  same  in  the  route  aforesaid,  and  the  right  of  way  to 
enter  upon  said  location  from  the  New  Road,  so-called, 
or  from  the  Old  Road,  so-called,  where  the  location  crosses 
said  highways,  as  shown  on  plans  attached  hereto. 

This  Commission  determines  the  compensation  to  be  paid 
for  the  above  rights  specified  to  be  one  hundred  and  sev- 
enty-five dollars,  and  renders  judgment  against  said  New 
England  Telephone  and  Telegraph  Company  in  favor  of 
said  John  Greenfield  for  said  sulu. 

3.  Said  pole  line  shall  cross  the  land  of  Walter  S. 
Wentworth  situated  in  said  city  of  Rochester,  in  two  loca- 
tions : 

First  Location:  Beginning  at  a  point  on  the  Chestnut 
Hills  Road,  so-called,  on  the  easterly  side  of  the  Boston 
and  Maine  Railroad  location  distant  from  the  nearest  rail 
of  said  railroad  measured  at  right  angles  therefrom  one 
hundred  and  nineteen  feet,  thence  running  in  a  northwest- 
erly direction  four  hundred  ninety-five  feet  to  a  point  dis- 
tant from  the  nearest  rail  of  the  said  railroad  fifty-one 
feet;  thence  running  northwesterly  seven  hundred  sixty 
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feet  to  a  point  distant  from  the  nearest  rail  of  the  said 
railroad  forty  feet;  thence  running  in  a  northeasterly  di- 
rection three  hundred  fifty-eight  and  five-tenths  feet  to 
land  of  one  Chamberlain,  at  a  point  distant  from  the  near- 
est rail  of  said  railroad  fifty-two  feet.  The  said  points 
designated  above  to  be  on  the  center  line  of  said  location, 
and  said  location  to  be  thirty  feet  in  width. 

Second  Location:  Beginning  on  the  easterly  side  of 
the  Boston  and  Maine  Railroad  location  at  the  northwest 
bound  of  land  of  one  Chamberlain,  formerly  belonging  to 
Ira  Wentworth  at  a  point  forty-nine  feet  from  the  near- 
est rail  of  said  railroad ;  thence  running  in  a  northeasterly 
direction  three  hundred  twenty-five  feet  by  land  of  said 
railroad  to  the  New  State  Road,  leading  from  Rochester 
to  Milton,  at  a  point  fifteen  feet  easterly  from  the  railroad 
right  of  w^ay.  The  said  points  designated  above  to  be  on 
the  center  line  of  said  location,  and  said  location  to  l>e 
thirty  feet  in  width. 

Said  company  shall  have  the  right  in  constructing  and 
maintaining  its  said  pole  line  with  wires,  fixtures,  guy- 
wires  and  supports  thereon  as  hereinbefore  set  forth,  to 
cut  down  and  keep  trinmied  all  trees  and  other  growth 
within  said  location,  thirty  feet  in  width,  providing,  how- 
ever, that  said  company  shall  not  acquire  thereby  any  title 
to  or  ownership  in  said  trees  or  other  grow^th,  and  that  the 
same  shall  remain  the  property  of  said  Walter  S.  Went- 
worth; and  said  comi)any  shall  also  have  the  perpetual 
rights  by  its  agents  and  servants  for  the  purpose  of  patrol- 
ling and  maintaining  said  line,  to  pass  and  repass  along 
and  under  the  same  in  the  route  aforesaid,  and  the  right  to 
enter  upon  the  first  described  location  from  the  Chestnut 
Hills  Road,  so-called,  where  the  location  crosses  said  high- 
way, and  to  enter  upon  the  second  location  from  the  New 
State  Road,  so-called,  where  the  location  crosses  said  high- 
way as  shown  on  plan  hereto  attached. 

This  Commission  determines  the  compensation  to  be 
paid  for  the  rights  above  specified  to  be  two  hundred  dol- 
lars and  renders    judgment    against    said    New  England 
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Teleplione  and  Tekgrapli  Company  in  favor  oi  Walter  S. 
Weutworth  for  said  sum. 

4.  Said  pole  line  shall  cross  the  land  of  Charles  Went- 
worth  situated  in  Rochester  and  Milton  in  the  following 
location : 

Beginning  on?  the  easterly  side  of  the  Bo&ton  and  Maine 
Railroad  at  the  boundary  line  between  the  land  of  J. 
Spaulding  and  Sons'  Company  and  said  Wentworth  at  a 
point  forty-seven  feet  distant  from  the  nearest  rail  of  the 
main  line  of  the  said  railroad  measured  at  right  angles 
therefrom,  thence  running  in  a  northeasterly  direction  one 
hundred  ninety-three  feet  to  a  point  distant  from  the  near- 
est rail  of  the  main  line  of  said  railroad  measured  at  ri2:ht 
angles  therefrom  fifty-two  feet ;  thence  running  in  a  northr 
westerly  direction  sixteen  hundred  forty  feet  to  a  point 
thirty-nine  feet  distant  from,  the  nearest  rail  of  the  main 
line  of  said  railroad,  thence  running  northwesterly  eight 
feet  to  land  now  or  formerly  of  one  Ellen  Twombly  at  a 
point  fifteen  feet  easterly  from  the  easterly  boundary  of 
said  railroad.  Said  points  above  designated  to  be  on  the 
center  line  of  the  said  location,  and  said  location  to  be 
thirty  feet  wide. 

Said  company  shall  have  the  right  in  constructing  and 
maintaining  its  said  pole  line  with  the  wires,  fixtures,  guy- 
vnres  and  supports  thereon  as  hereinbefore  set  forth  to 
cut  down  and  keep  trimmed  ail  trees  and  other  growth 
within  said  location  thirty  feet  in  width,  providing,  how- 
ever, that  said  company  shall  not  acquire  any  title  to  or 
ownership  in  said  trees  or  other  growth,  and  that  the  same 
shall  remain  the  property  of  said  Charles  Wentworth ;  and 
said  company  shall  also  have  the  perpetual  rij^ts  by  it?* 
agents  and  servants  for  the  purpose  of  patrolling  and 
maintaining  said  line  to  pas«  and  repass  along  and  under 
the  same  in  the  route  as  aforesaid^  aawJ  the  right  of  way 
over  the  right  of  way  leading  from  said  State  Ro«d  to 
Spaulding's  Milla  to  enter  upon  said  location  from  the 
New  Road,  so-called,  where  the  location  crosses  said  high- 
way, as  shown  on  a  plan  hereto  attached. 
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Tills  Comfiiksion  determines  the  compensation  to  be 
l)ai(l  for  the  rights  a!K)ve  specified  to  be  one  hundred  and 
seventy-five  dollars,  and  renders  judgment  against  said 
Xew  England  Telephone  and  Telegraph  Company  in  favor 
of  said  Charlefi  Wentworth  for  said  sum- 

5.  Scaid  pole  line  shall  cross  the  land  of  Luther  Hayes, 
situated  in  fiaid  Milton^  in  the  following  location: 

Beginning  at  a  point  on  the  easterly  side  of  the  Boston 
and  Maine  fiailroad  location  at  the  boamdary  between  land 
of  Hayes  and  Wyatt  and  land  of  Laitber  Hayes  at  a  point 
distant  from  the  nearest  rail  of  ihe  said  railroad  measured 
at  ri^il  angles  tb^refrom  sixty-three  feet,  thenee  running 
aiorth  ten  degrees  east  four  Irundred  and  seventy  feet  to  a 
point  on  the  boundaxy  between  said  Hayes  and  Hayes 
and  Wyatt,  said  point  being  distant  from  the  nearest  rail 
of  the  Boston  and  Maine  Bailroad  fifty-three  feet  Said 
location  to  be  thirty  feet  in  mdth  and  said  points  above 
designated  to  be  on  the  center  line  of  the  same. 

Said  oompany  shall  have  the  right  in  'Constructing  ami 
timintaining  its  said  pole  line  with  wires,  fixtures,  guy- 
wires  and  supports  thereon  as  hereinbefore  set  forth,  to 
cut  down  and  keep  trimmed  all  trees  and  other  grouch 
witibin  said  location  thirty  feet  in  width ;  providing,  how- 
ever^ that  said  company  shall  not  thereby  aoquire  any  title 
to  or  ownership  in  said  trees  or  other  growth,  and  that 
tli^  ftame  shall  remain  the  property  of  said  Hayes;  ami 
said  company  shall  also  hav^e  the  perpetnal  rights  by  its 
aiients  and  serv^ants  for  the  purpose  of  patrolling  ami 
maintaining  said  line,  to  pass  and  repass  along  and  under 
the  same  in  the  route  aforesaid,  and  the  ri^t  of  w^ay  to 
enter  upon  said  location  from  the  Old  Wheel  Boad,  so- 
called,  where  the  location  Grosses  said  highway  as  shown 
upon  the  plan  hereto  attached. 

This  Commission  determines  the  compensation  to  be 
paid  for  the  rights  above  specified  to  be  sixty  dollars,  and 
renders  j^adgment  against  said  New  England  Telephone  and 
Telegraph  Company  in  favor  of  said  Luther  ITsiyes  for 
^aid  suwL 
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6.  Said  pole  line  shall  cross  land  of  Thomas  Lahey  in 
said  Madison  in  the  following  location: 

Beginning  at  a  point  in  the  line  between  land  of  J.  D. 
Bemis  and  said  land  of  Lahey,  which  point  is  sixty-four 
and  five-tenths  feet  from  the  center  of  the  track  of  the 
Conw^ay  Branch  of  the  Boston  and  Maine  Railroad,  thence 
running  north  nineteen  degrees  thirty  minutes  east,  paral- 
lel with  the  center  of  said  track,  and  sixty-four  and  one- 
half  feet  distant  therefrom,  a  distance  of  two  thousand 
two  hundred  eighty-five  feet  to  an  angle,  thence  running 
north  thirty-three  degrees  east  about  three  thousand  four 
hundred  and  forty  feet  on  said  land  of  Lahey  to  the  Madi- 
son-Albany town  line.  Said  location  to  be  thirty  feet  in 
width,  and  the  above  designated  points  in  the  center  line 
of  said  location. 

Said  company  shall  have  the  right  in  constructing  and 
maintaining  its  said  pole  line  with  wires,  fixtures,  guy- 
wires  and  supports  thereon  as  hereinbefore  set  forth,  to 
cut  down  and  keep  trimmed  all  trees  and  other  growth 
within  said  location  thirty  feet  in  width;  providing,  how- 
ever, that  said  company  shall  not  thereby  acquire  any 
title  to  or  ow^nership  in  said  trees  or  other  growth,  and 
that  the  same  shall  remain  the  property  of  said  Lahey; 
and  shall  also  have  the  perpetual  rights  by  its  agents  and 
servants  for  the  purpose  of  patrolling  and  maintaining 
said  line,  to  pass  and  repass  along  and  under  the  same  in 
the  route  aforesaid,  and  the  right  to  enter  upon  said  lo- 
cation from  the  State  Road,  so-called,  where  said  location 
crosses  said  highway  as  shown  on  the  plan  attached  hereto. 

This  Commission  determines  the  compensation  to  be 
paid  for  the  right  above  specified  to  be  two  hundred  and 
fifty  dollars,  and  renders  judgment  against  said  New  Eng- 
land Telephone  and  Telegraph  Company  in  favor  of 
Thomas  Lahey  for  said  sum. 

7.  Said  pole  line  shall  cross  land  of  Walter  W.  Sanborn 
and  Mary  Sanborn  in  said  Brookfield  in  two  locations  as 
follows : 

First  Location:  Beginning  at  a  stake  in  the  ground  on 
the  line  between  the  land  of  Lillian  Edwards  and  Walter 
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W.  Sanborn,  eighty-four  feet  southerly  from  the  high- 
way leading  from  Sanbornville  to  Brookfield,  thence  run- 
ning south  sixty-five  degrees  and  thirty  minutes  east,  ten 
hundred  and  twenty-six  feet  across  said  highw^ay  to  land 
of  George  West. 

The  above  described  points  are  on  the  center  line  of  the 
location  and  said  location  is  to  be  thirty  feet  in  width. 

Second  Location:  Beginning  on  the  southerly  side  of 
the  highway  leading  from  Union  to  Sanbornville  past  the 
house  of  the  said  Walter  W.  Sanborn,  at  a  point  five  hun- 
dred and  fifty-three  feet  westerly  from  the  southwesterly 
corner  of  the  said  house,  of  Walter  Sanborn,  thence  running 
south  six  degrees  east,  fourteen  hundred  feet,  thence  run- 
ning south  thirty-five  degrees  and  twenty  minutes  east, 
sixteen  hundred  and  thirty-one  feet  to  land  of  Mrs.  Allie 
Bowdens. 

The  above  described  points  are  on  the  center  line  of  the 
location  and  said  location  is  to  be  thirty  feet  in  width. 

Said  company  shall  have  the  right  in  constructing  and 
maintaining  its  said  pole  line  Anth  wires,  fixtures,  guy- 
wires  and  supports  thereon  as  hereinbefore  set  forth  to 
cut  down  and  keep  trimmed  all  trees  and  other  growth 
within  said  location  thirty  feet  in  width;  providing,  how- 
ever, that  said  company  shall  not  thereby  acquire  any  title 
to  or  ownership  in  said  trees  or  other  growth,  and  that 
the  same  shall  remain  the  property  of  said  Sanborns,  and 
shall  also  have  the  perpetual  right  by  its  agents  or  ser- 
vants for  the  purpose  of  patrolling  and  maintaining  said 
line,  to  pass  and  repass  along  and  under  the  same  in  the 
route  aforesaid,  and  the  right  of  way  to  enter  upon  said 
locations  from  the  highway  where  said  locations  touch 
said  highway,  as  shown  on  the  plans  hereto  attached. 

This  Commission  determines  the  compensation  to  be 
paid  for  the  right  above  specified  to  be  two  hundred  dol- 
lars, and  renders  judgment  against  said  New  England 
Telephone  and  Telegraph  Company  in  favor  of  Walter  W. 
Sanborn  and  Mary  Sanborn  for  said  sum. 

8.     The  location  of  the  above  described  pole  line  across 
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property  of  the  several  owners  is  shown  on  duplicate  plans 
in  detail  accompanying  this  decree  each  marked  '*  Public 
Servioe  Commission  D  — 150"  and  authenticated  by  the 
attestation  of  the  clerk  of  this  Commission.  One  set  of 
said  plans  shall  remain  on  file  with  this  Commission,  and 
the  other  set  shall  be  filed  for  record  in  the  Registry  of 
Deeds  for  Strafford  and  Carroll  counties,  the  plans  per- 
taining to  land  of  said  Greenfield,  Walter  S.  Wentworth, 
Cliarles  Wentworth  and  Hayes  in  the  Registry  of  Deeds 
for  Strafford  Countj%  and  those  pertaining  to  land  of  said 
Lahey  and  Walter  W.  Sanborn  and  Mary  Sanborn  in  the 
Registry  of  Deeds  for  Carroll  County. 

iK  All  rights  herein  describe^l  shall  be  exercised  in  a 
reasonably  careful  and  prudent  manner  so  that  no  in- 
jury which  can  be  avoided  or  prevented  by  the  exercise 
of  reasonable  care  shall  result  to  the  lands  in  respect  to 
which  the  same  are  granted  by  reason  of  the  construction, 
maintenance  and  operation  of  said  lines. 

10.  A  certified  copy  of  the  petition  aforesaid  and 
amendments  thereto  and  this  decree  thereon  shall  be  re- 
corded in  the  Registry  of  Deeds  in  said  counties  of  Straf- 
ford and  Carroll. 

By  order  of  the  Public  Ser\doe  Commission,  this  twenty- 
second  day  of  January,  1914. 
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(4  X.  H.  P.  S.  C.  R.  300.) 

Public    Convenience   and   Necessity  —  Invasion   of   Occnpied   Territory  — 

Duplication  of  FMUlttos  —  Sates  Clux«ed  1)y  UtiUty  Oocvgi^n^ 

Field  — Permission  to  Operate  in  laadted  Ai«a. 

Petition  by  the  Canaan  People's  Telepiione  Company  for  permission  to 
oonstruet  ami  o|>erate  telephone  lines  in  Canaan  aiui  Eufield. 
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The  Maseoma  Telephone  Company  operated  lines  in  both  towns  which 
would  be  largely  paralleled  by  the  proposed  lines.  The  petitioner  had 
begun  construction  in  the  western  portion  of  Canaan  in  ignorance  of  the 
necessity  of  securing  the  Commission's  permission,  but  had  suspended  con- 
struction when  its  attention  was  called  to  this  requirement. 

No  objection  was  made  to  the  construction  of  lines  in  the  western 
portion  of  Canaan,  provided  the  petitioner  were  reatrieted  to  that  section. 
The  members  of  the  petitioning  company  all  resided  in  that  section  and 
their  needs  would  be  fully  met  by  such  construction. 

No  complaint  was  made  against  the  service  afforded  by  the  Maseoma 
company,  the  petition  resting  solely  upon  the  belief  that  the  petitioner 
could  affoi*d  service  at  rates  lower  than  those  charged  by  the  Maseoma 
company. 

Held:  That  although  a  lower  rate  might  be  secured  for  a  time,  it  is 
doubtful  whether  it  could  be  maintained  and  satisfactory  service  afforded; 

That  complaint  may  be  made  at  any  time  against  the  Maseoma  com- 
pany if  its  rates  are  unreasonable  or  discriminatory  in  any  respect; 

That  the  duplication  of  facilities  would  rewilt  ultimately  to  the  disad- 
vantage of  the  public. 

An  order  was  issued  authorizing  the  construction  of  telephone  lines  by 
the  petitioner  in  the  western  j^ortion  of  Canaan.* 

Appearances  : 

Canaath  People's  Telephone  Company,  by  H,  B.  Gates, 
president,  and  Charles  E.  Keni/onj  vice-president. 

Maseoma  Telephone  Company,  by  H.  B.  Jones,  counsel. 

Report. 
Benton,  Commissioner: 

This  is  a  petition  by  the  Canaan  People  ^s  Telephone 
Company  asking  the  Commission  to  grant  its  permission 
and  approval  to  the  construction  and  operation  by  the 
petitioners  of  telephone  lines  in  the  towns  of  Canaan  and 
Enfield.  The  Maseoma  Telephone  Company  owns  and 
operates  lines  in  both  towns  which  will  be  largely  paralleled 
by  the  proposed  lines. 

A  hearing  was  held  at  Concord  on  February  17,  1914. 

In  the  early  part  of  the  summer  of  1913  the  petitioners 
started  to  build  a  co-operative  telephone  line  in  the  west 
part  of  the  towm  of  Canaan,  with  the  intention  of  building 


•  Editor's  headnote. 
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north  and  connecting  with  the  Lyme  People's  Telephone 
Company,  and  of  building  south  through  Enfield  to 
Lebanon,  provided  sufficient  numbers  should  desire  to  join 
the  association.  The  building  of  the  line  in  Canaan  was 
begun  without  knowledge  upon  the  part  of  the  petitioners 
of  the  requirement  of  the  statute  that  the  approval  of  this 
Commission  must  be  first  obtained,  and  was  immediately 
suspended  when  attention  was  called  to  such  requirement. 

Xo  objection  is  made  to  the  granting  of  the  petition  so 
far  as  the  town  of  Canaan  is  concerned,  provided  the  peti- 
tioners are  restricted  to  the  western  part  of  the  town  where 
the  lines  have  been  already  constructed.  It  appeared  upon 
the  hearing  that  the  present  members  of  the  petitioning 
company  all  live  in  said  western  part  of  Canaan.  It  was 
admitted  that  their  needs  would  be  fully  met  by  permission 
to  build  and  operate  in  the  part  of  the  town  where  they  live, 
but  it  was  represented  by  them  that  other  persons,  resident 
in  the  eastern  part  of  Canaan  and  Enfield,  would  become 
members  of  the  association  if  the  company  was  permitted 
to  operate  w^herever  it  might  find  subscribers  in  either 
town. 

In  passing  upon  applications  of  this  character  we  must 
have  regard  to  the  evident  intent  of  the  statute  under 
wiiich  the  same  are  made.  This  was  discussed  by  the  Com- 
mission in  Parker  et  al.  v.  Hudson  Water  Company  et  al.,* 
3  P.  S.  C.  Rep.  150,  as  follows: 

"  The  section  of  the  statute  which  forbids  a  utility,  without  the  consent 
of  this  Commission,  to  begin  business  in  a  town  or  city  where  it  was  not 
formerly  operating:  i)rovides  that  *  The  Connnission  shall  grant  such  per- 
mission whenever  it  shall,  after  due  hearing,  determine  and  find  that  such 
engaging  in  business  ♦  ♦  •  would  be  for  the  public  good  and  not 
otherwise     •     •     .' 

"  What  was  the  purpose  of  this  legislative  provision  which  grants  to  a 
utility  already  established  in  any  town  a  monopoly  of  the  service  there 
until  the  Commission,  by  an  order,  shall  i)ermit  the  entrance  of  another 
utility  in  competition?  We  think  that  it  was  to  secure  to  the  public  the 
service  of  public  utilities  at  the  lowest  cost  consistent  with  efficient  service. 


*  Printed  in  Commission  Leaflet  No.  23,  at  page  22o. —  Ed. 
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" '  There  are  many  important  differences  between  public  service 
corporations  and  ordinary  commercial  enterprises.  The  former  usu- 
ally require  a  much  larger  investment  in  plant,  equipment  and  other 
tixed  property,  which  in  turn  means  heavy  annual  charges  for  inter- 
est,' repairs  and  maintenance.  The  conditions  which  surround  the 
former  are  also  of  such  character  that  the  services  which  they  render 
can  usually  be  furnished  at  a  much  lower  cost  by  one  plant  than 
by  two  or  more  in  the  same  locality.  •  •  •  Duplication  of  such 
plants  is  a  waste  of  capital,  whenever  the  services  can  be  adequately 
furnished  by  one  plant.  It  necessarily  means  that  interest  and 
maintenance  must  be  earned  on  a  much  greater,  if  not  twice  as 
great  an  investment,  and  that  the  actual  cost  of  operation  is  likely 
to  be  relatively  higher.'  Application  La  Crosse  Gas  and  Electric 
Company,  2  W.  R.  C.  Rep.  5. 

"  The  legislature,  we  believe,  by  the  passage  of  the  act  relieving  existing 
utilities  from  competition  and  placing  the  regulation  of  rates  in  the  hands 
of  this  Commission,  intended  to  create  a  situation  where  utilities  could 
supjily  service  at  the  smallest  possible  cost  to  themselves,  and  to  furnish  a 
means  whereby  they  might  be  competed  to  furnish  such  service  at  only 
such  an  advance  over  cost  as  would  yield  a  reasonable  profit,  thereby  sav- 
ing to  consumers  the  amount  which  would,  under  the  competitive  system, 
be  wasted  in  luuiecessary  duplication  of  plants.*     * 

*^  Before  granting  authority  for  the  entrance  of  a  competing  utility  into 
territory  already  occupied,  the  Commission  must  determine  and  find,  upon 
a  consideration  of  all  the  facts  in  the  particular  case,  that  the  community 
wi'l  derive  advantage  from  the  competition  created  which  will  outweigh  in 
importance  any  disadvantages  or  evil  results  which  may  be  expected  to 
arise  therefrom." 

This  is  the  same  view  which  has  been  taken  by  other  Com- 
missions acting  under  similar  statutes,  as  will  be  seen  by 
the  following  expressions  from  reports  of  such  Commissions 
disposing  of  applications  similar  in  purpose  to  this : 

"  The  controlling  purpose  *  of  the  statute  is  to  prevent  unnecessaiy 
and  wasteful  duplication  in  public  utilities.  It  is  the  policy  of  the  public 
utilities  law,  of  >vhich  this  section  is  a  part,  in  cases  where  it  applies,  to 
substitute  for  competition  regulation  by  governmental  authority."  Ap- 
plication of  Citizens^  Telephone  Company  of  Eau  Claire.*  Wisconsin 
Railroad  Commission   (decided  July  30,  1913). 

See  also  In  re  Owen  Telephone  Company j\  Wisconsin  Railroad  Com- 
mission (decided  January  19,  1914). 


♦Printed  in  Commission  Leaflet  No.  24,  at   page  473. —  Ed. 
+  Printed  in  Commission  Leaflet  No.  27,  at  page  225. —  Ed. 
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'^  The  telephone  business  uM>re  than  any  other  demands  a  single  service 
or  a  single  utility.  A  patron  of  a  telephone  eon^pany  desires  to  be  con- 
nected with  other  telephone  patrons  of  the  coBnminity.  This  can  Ije  ac- 
cfunplished  more  cheaply  and  gatii*fa^*lorily  by  a  single  company  than  by 
two  or  more  companies.''  lu  re  Petition  of  Timmons,*  Indiana  Public 
Service  Comnkiseion  (deckled  December  31,  1913). 


« < 


If  *  a  territory  is  comi)Ietely  served  and  the  utility  has  to  the 
best  of  its  ability  priven  fair  treatment  to  its  patrons  *  this  Com- 
mission t\onld  be  slow  to  permit  a  competitor  to  conic  into  this  ter- 
litory.^ "  Application  of  Ashton  and  St.  Anthony  Power  Coinpatty/i 
Idaho  Public  Utrlitres  Commission   (decided  November  12,  1913). 

•*  The  application  *  raises  e:iplicitly  the  isaue  whether,  in  territory 
now  served  adequately  by  one  telephone  company,  it  is  necessary  and 
proper  for  the  public  convenience,  and  whether  it  properly  conserves  the 
public  interests,  to  admit  a  competing  telephone  senice. 

"  The  general  consideration  in  favor  of  unifted  and  compreltensive  ope- 
ration of  public  utrlitics,  as  against  rrval  service  in  the  same  Jocality,  are 
jierhaps  stronger  in  the  case  of  telephone  service  than  in  the  case  of  other 
public  utilities.  To  the  consumer  of  gas,  water  or  etectric  eirrrent  it 
usnally  matters  but  little  directly  whether  his  neighbors  take  serviee  from 
the  same  source  of  supply.  In  telephone  senace,  however,  intercommuni- 
cation is  the  heart  of  the  matter.  Subscribers  to  rival  exchanges  in  the 
same  community  are  separated  from  eadi  other,  excei>t  under  the  penalty 
of  subscribing  to  both  companies.  The  communieation  of  the  Merchants' 
Association  of  New  York  adfh'essed  mi  June  29,  19Q6,  to  the  Board  of 
Estimate  and  Apportionment  in  oppositi<ni  to  the  grsot  of  a  franchise  to 
any  independent  company  in  that  city,  jnTta  the  matter  in  a  nutshell, 
where  it  says: 

" '  Competition  in  telephone  service  does  not  offer  a  choice  of 
benefits,  but  compels  a  choice  of  evils  —  either  a  half  senriee  or  a 
double  price.' 

"  The  New  Orleans  Board  of  Trade,  in  its  report  in  190S,  reached  the 
same  conclusion  and  concluded  that: 

*  the  interests  of  the  eity  will  be  best  served  by  having  only  one 
syj^tem;  provided  always  that  the  proper  regulations  as  to  serviee, 
rates  and  extensions  of  its  business  can  be  enforeed  so  as  to  safe- 
guard the  rights  of  the  public'     ♦     ♦     • 

"  The  Board,  therefore,  is  strongly  of  opinion  that  as  a  general  proposi- 
tion competitive  telephone  serviee  is  not  necessary  and  proper  for  the 
public  convenience,  and  does  not  properly  conserve  the  public  interests. 


•Printed  in  Commission  Leaflet  No.  27,  at  page  42. —  Ed 
t  Printed  in  Commission  leaflet  No.  25,  at  page  932. —  Ed. 
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*'  It  reniaiiii*  to  determine  wbetUer,  in  the  particular  situatioa  untler  con- 
sideration, there  are  exceptional  or  lunisual  conditions  in  which  an  ex- 
ception on«yht  to  be  made  to  the  general  rule  of  maintaining  for  the  com- 
pany first  in  possession  the  maximum  opportunity  to  afford  a  comprehen- 
sive serrice."  AppUcirtion  Eastern  Telephone  and  Telefjraph  Company* 
1  N.  J.  Board  of  Public  Utility  Commiseioners,  739. 

\o  eompiaimt  was  made  of  the  service  of  the  Mascoma 
company.  The  petition  rests  solely  upon  the  belief  of  the 
petitioners  that  the  new  company  can  supply  service 
throughout  the  two  towns  at  a  rate  less  than  the  present 
rate  of  the  Mascoma  company.  That  such  lower  rate  might 
be  secured  for  a  time  is-  probable ;  that  it  can  be  perma- 
nently enjoyed  together  with  satisfactory  service  is  doubt- 
ful. No  claim  was  made  at  the  hearing  that  the  Mascoma 
company  was  earning  an  excessive  return  upon  its  invest-  • 
ment.  If  it  is,  or  if  its  rates  are  discriminatory  or  unfair 
in  any  respect,  complaint  may  at  any  time  be  made  to  this 
Commission,  which  has  full  power  to  fix  just  and  reason- 
able rates.  Upon  all  the  evidence  we  cannot  find  that  it 
would  be  for  the  public  good  to  duplicate  the  present  pro- 
perties of  the  Mascoma  company.  On  the  contrary,  con- 
sidering the  entire  population,  we  believe  that  such  dupli- 
cation would  result  ultimately  to  the  disadvantage  of  the 
public. 

An  order  will  be  made  granting  the  consent  and  approval 
asked  as  to  the  town  of  Canaan,  restricting  the  operations 
of  the  petitioners,  however,  to  the  western  part  of  said 
town. 

NiLES  and  Worthed,  Comynissiofiers,  concurred. 

Obdeb  No.  300. 

Upon  the  foregoing  report,  which  is  made  a  part  hereof, 
It  is  ordered,  That  the  permission  and  approval  of  this 
Commission  be  and  is  granted  to  the  Canaan  People's  Tele- 
phone Company  to  construct  a  plant  and  lines  in  the  town 
of  Canaan,  to  equip  the  same  with  necessary  apparatus  and 

*  Printed  in   Connuission  Leaflet   No.  20,  at  page  367. —  Ed. 
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appliances  and  to  engage  in  the  business  of  transmitting 
telephone  messages,  and  in  the  operation  of  a  telephone 
utility  in  said  town;  provided,  however,  that  said  permis- 
sion and  approval  are  granted  upon  the  express  terms  and 
conditions  that  said  lines  and  apparatus  shall  be  constructed, 
and  said  utility  shall  engage  in  business,  in  said  town  only 
w^ithin  the  territory  lying  west  of  a  line  draw^n  parallel  with 
the  eastern  boundary  of  said  town  and  three  miles  westerly 
therefrom,  without  further  authority  from  this  Commission. 
By  order  of  the  Public  Service  Commission,  this  twenty- 
third  day  of  April,  1914. 


Petition  of  Canterbury  and  Boscawen  Telephone  Com- 
pany FOR  Authority  to  Issue  Stock. 

File  No.  D-192  — Order  No.  304. 

Filed  January  24,  1914  —  Decided  May  7,  1914. 
(4  N.  H.  P.  S.  C.  R.  312) 

Power  of  Commission  to  Legalize  Stock  Issued  without  Authority  —  Issuance 

of  New  Stock  in  Iiieu  Thereof  —  Waiver  of  Stockholders' 

Bight  to  Subscribe  Pro  Bata. 

Appearances  : 

Joseph  A,  Donigan  and  Martin  M.  Howe,  for  the 
petitioner. 

Report. 
NiLES,  Commissioner: 

On  July  10,  1909,  the  stockholders  of  the  Canterbury  and 
Boscawen  Telephone  Company  voted  to  increase  the  capital 
stock  of  the  corporation  from  $2,500  to  $5,000  by  the  issu- 
ance of  100  shares  of  said  stock  of  the  par  value  of  $25.00 
each. 

Prior  to  the  passage  of  the  Public  Service  Commission 
Act  the  directors  had  issued  twenty-four  shares.  Subse- 
quent to  the  passage  of  said  act,  without  knowledge  of  its 
provisions,  they  issued  thirty-seven  additional  shares. 

This  petition  asks  that  the  issuance  of  said  thirty-seven 
shares  may  be  legalized,  and  tliat  authority  may  be  granted 
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to  issue  the  remaining  thirty-nine  shares  of  said  one  hun- 
dred shares  authorized  by  said  stockholders'  vote  July  10, 
1909. 

A  hearing  was  held  at  the  oflSce  of  the  Commission  on 
April  1,  1914.  Evidence  was  offered  to  show  that  since 
July  1,  1911,  extensions  have  been  made  to  the  petitioner's 
lines  at  a  cost  considerably  in  excess  of  the  amount  of  $924, 
and  that  other  extensions  are  contemplated  and  necessary. 

We  find  that  the  stock  issued  since  the  passage  of  the 
act  creating  this  Commission  was  issued  innocently  and 
without  intention  to  evade  the  law,  and  that  the  proceeds 
thereof  have  been  properly  expended. 

We  are  in  doubt,  however,  as  to  our  power  to  make  an 
order  legalizing  an  issue  of  stock  made  since  the  passage 
of  the  Public  Service  Commission  Act  without  authoriza- 
tion from  this  Commission.  The  petition  requests  that  the 
petition  be  considered  as  a  petition  for  authority  to  issue 
seventy-six  shares  of  stock,  thirty-seven  shares  of  which 
shall  be  issued  to  take  up  said  stock  inadvertently  issued, 
and  the  remaining  thirty-nine  to  pay  for  extensions  made 
since  July  1,  1911,  and  to  be  made  in  the  future. 

We  find  the  proposed  issue  of  stock  reasonably  requisite 
for  the  purposes  stated,  and  are  prepared  to  grant  the 
authority  asked  for. 

The  stockholders  of  the  petitioner  have  unanimously 
voted  that  the  proposed  issue  shall  not  be  offered  propor- 
tionately to  stockholders,  but  shall  be  disposed  of  by  the 
<iirectors  at  or  above  par. 

An  order  will  issue  accordingly. 

Benton  and  Worthen,  Commissioners,  concurred. 

Order  No.  304. 

Upon  the  foregoing  report,  which  is  made  a  part  hereof, 
It  is  ordered,  That  the  Canterbury  and  Boscawen  Tele- 
phone Company  be,  and  is,  authorized  to  issue  seventy-six 
shares  of  its  capital  stock  of  the  par  value  of  $25.00  each, 
the  same  to  be  disposed  of  by  its  directors  as  provided  for 
by  the  unanimous  vote  of  the  stockholders  of  said  corpora- 
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tion,  passed  April  24,  1914,  a  certified  copy  of  which  was 
filed  with  this  CommissioB  May  1,  1914, 

Ayid  it  is  further  ordered,  That  the  proceeds  of  said  stock 
Khali  be  used  only  for  the  porpose  of  taking  nip  tiiirty-seven 
shares  of  stock  of  the  par  vahie  of  $25.00  each  of  said  com- 
pany, inadvertently  issued',  ami  the  balance  ta-  be  used  to 
pay  for  extensions  m-ade  to  the  petitioner's  properties  since 
July  1,  19'11,  and  to  be  made  in  the  futiare. 

And  it  is  further  ordered,  That  on  July  first  and  January 
first  in  each  year  s^id  corporation  shall  file  with  this  Coan- 
mis&ion  a  detailed  accouTit,  duly  sworn  to  by  its  treasurer, 
showing  the  disposition  o-f  the  proceeds  (D»f  said  stock  uintil 
th-o  whole  of  said  proceeds-  shall  have  been  accounted  for. 

By  order  of  the  Public  Service  Oonamissioflnv  this  serwrth 
dayof  May,  1914. 
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Public  Service  Commiasion — Seoottd  District. 

Ix  THE  ^Matter  of  the  Complaint  of  Residents  Near  the 
Village  of  Jordan,  Onondacja  -Coi^ntv,  v.  New  York 
Telephone  Company,  as  to  Inct^ease  in  Rates  for 
Telephone  Service. 

Case  No.  37o4. 

Decided  May  26,  1914. 

a<aaUon  of  Bmral  Multi^Nurty  Sates  AiH^Ucable  BeFoad  BMse  Bat«  Ar«a  to 

Foor-partF  Bates  Applicable  Within  Area  —  Value  of  Service 

—  Service  at  Iiess  Than  Cost. 

Complaint  of  increase  in  rate  for  rural  or  mnlti-i)arty  residence  service 
from  $15.00  to  $18.60. 

It  appeared  that  the  multi-party  line  rat^  was  applied  l^eyoud  the  l>«>*e 
nrte  area  and  the  direct  and  four-party  line  rates  were  ai>i»lied  within  tlii*^ 
area,  and  that  tlie  four-party  line  ret^idenee  rate  of  $15.00  had  net  l»een 
increased  ^t  the  tim€  that  the  •multi-party  lii>e  residence  rate  was  increaped, 
nor  had  the  nudti-party  or  fmrr-party  bnsi-ness  rates  of  $24.0®  been  in- 
creased in  either  instance.  The  !iumher  of  rural  line  stations  o:reatly  ex- 
ceeded the  niinrber  of  stations  Tvithin  the  base  rate  area. 

Tbe  respondent  allej;ed  that  the  value  of  the  serxioe  within  tlie  ba^e 
area  dej>ei><i©d  ahnost  «ntir^  an  the  development  of  tbe  rural  lines,  for 
whieh  iieason  it  was  developing  the  rural  line  ser\'ice,  eveii  though  an  iu- 
ader|uate  return  was  received  therefrom.  It  further  allege<l  that  the  foiu*- 
party  line  residence  rate  was  too  low,  but  had  not  been  increased  for  var- 
ious reasons,  some  of  which  the  Commission  found  equally  applicable  to 
an  increase  in  the  multi-party  line  residence  rate. 

Il-ehd:  Tkat  it  is  not  eontendeil  by  the  ref?pondent  that  its  ojierations 
as  a  whole  are  condiieted  at  a  loss,  and  because  the  rural  line  rates  are  not, 
and  uoder  the  peculiar  couditions  surrounding  tlie  service  may  not,  be 
based  upon  the  cost  therefor,  it  is  extremely  ditTicult  to  say  just  what  a 
reasonable  rate  may  be; 

That  sufficient  reason  has  not  been  advanced  why  a  relation  of  rates 
shouM  be  maintained  for  businet^s  four-party  and  multi-party  service  and 
tbe  same  principle  not  ai>f^ied  to  residenee  four-party  and  multi-party 
9er%'iee. 

Ordered^  Tliat  the  respoinlent  put  in  eifeet  a  rate  of  $15.00  for  multi- 
party residence  service,  to  remain  in  effect  as  long  as  the  $15.00  f(mr-pnrty 
line  residence  rate  is  maintained.* 


'  Editor's  headnote. 
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[X.  Y. 
Opinion  and  Order. 

This  is  a  complaint  signed  by  eight  subscribers  of  re- 
spondent, directed  against  an  increase  in  rate  effective 
August  1,  1913,  from  $15.00  to  $18.00  per  annum,  for  rural 
or  so-called  multi-party  line  residence  service.  The  matter 
came  on  for  hearing  in  the  city  of  Albany  on  October  6, 
1913.  All  of  the  complainants  but  one  are  located  on  one 
multi-party  line,  the  station  farthest  away,  being  about  two 
miles  from  the  exchange  in  the  village  of  Jordan.  Re- 
spondent's rates  within  the  area  affected  and  as  applied 
from  the  exchange  in  Jordan,  the  direct  and  four-party 
rates  applying  within  the  base  rate  area  or  within  a  radius 
of  three-quarters  of  a  mile  from  the  exchange,  and  the 
multi-party  rates  applying  outside  of  the  base  rate  area, 
are  per  year  as  follows : 

Business  Residence 

Direct  line   $30  00    $24  00 

Four-party  line  24  00      15  00 

Multi-party  line 24  00      IS  00 

Complainants  or  other  rural  line  subscribers  are  not  con- 
fined to  the  multi-party  line  charge,  but  may  pay  upon  the 
basis  of  the  four-party  line  service  plus  a  mileage  charge 
outside  of  the  base  rate  area.  The  charges  thus  combined, 
however,  miglit  be  liigher  than  the  $18.00  multi-party  line 
rate  now  in  effect. 

Jordan  is  an  incorporated  village  located  within  the  town 
of  Elbridge,  with  a  population  of  about  1,000.  The  Jordan 
exchange  area  covers  the  major  portion  of  the  town  and 
also  adjoining  portions  of  the  towns  of  Brutus,  Cato  and 
Lysander  in  Cayuga  County  and  Van  Buren  in  the  county 
of  Onondaga.  The  population  within  the  exchange  area 
is  about  3,500.  It  seems  telephone  service  was  first  fur- 
nished to  these  rural  subscribers  by  an  independent  com- 
pany, and  also  by  the  Central  New  York  Telephone  and 
Telegraph  Company  at  a  rate  per  year  of  $12.00.  Subse- 
quently respondent  absorbed  the  last  named  company,  thus 
securing  entrance  to  Jordan  and  increased  the  rate  to 
$15.00,  applying  to  both  four-party  and  multi-party  line 
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service.  Eventually  the  independent  line  was  taken  over 
by  respondent,  and  the  rural  line  rate  was  increased  to 
$18.00,  while  the  village  or  four-party  line  charge  was  not 
disturbed.  For  the  various  kinds  of  service  the  number 
of  subscribers'  stations  in  this  district  are  shown  in  the 
following  table : 

Four-  Multi- 
Direct     party    party 

Business 5        30        13 

Residence 8      107      173 

The  gross  revenue  therefrom  is  $6,093  per  annum.  The 
respondent  is  operating  within  the  exchange  area  a  total 
of  29  multi-party  lines  of  aggregate  distance  145  miles ;  the 
maximum  line  distance  is  9  miles  and  minimum  2  miles. 
The  situation  in  Jordan  is  somewhat  unusual  in  that  the 
rural  line  stations  greatly  exceed  the  stations  within  the 
base  rate  area.  The  value  of  service  within  the  village, 
respondent  states,  depends  almost  entirely  upon  the  devel- 
opment of  the  rural  line  service,  which  is  a  reason  given  by 
it  for  developing  service  of  that  kind  even  though  an  inade- 
quate return  may  be  received.  It  may  be  quite  true  that 
the  rural  line  service,  considered  by  itself  and  at  the  rates 
generally  in  force,  may  not  be  profitable,  but  it  is  also  true 
that  it  is  of  value  in  connection  with  telephone  service  gen- 
erally, and  as  a  means  of  effecting  communication  from 
points  not  within  the  local  exchange  area  for  which  a  reve- 
nue in  addition  to  the  flat  rate  or  charge  is  received.  It  is 
not  contended  by  respondent  that  its  operations  as  a  whole 
are  conducted  at  a  loss,  and  because  the  rural  line  rates 
are  not,  and  under  the  peculiar  conditions  surrounding  the 
service  may  not,  be  based  upon  the  cost  therefor,  it  is  ex- 
tremely difficult  to  say  just  what  a  reasonable  rate  may  be. 

Respondent  also  states  that  the  $15.00  four-party  line 
rate  within  the  village  is  too  low,  and  that  it  was  not  raised 
to  $18.00  because  the  service  is  not  selective  ringing  which 
is  usually  given  in  connection  with  a  higher  rate  for  four- 
party  line  service ;  that  the  value  of  the  service  for  village 
intercommunication  is  correspondingly  less  than  in  a  larger 
16 
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village,  and  ^'  in  order  to  assure  the  integrity  of  the  servi<»e 

and  its  value  as  a  whole  w-e  thought  it  advisable  to  tempo- 
rarily continue  the  $15.00  rate  in  the  village  rather  than 
to  raise  it."  This  is  further  explained  by  respondent  to 
the  effect  that  the  increase  of  the  $15.00  village  rate  miglit 
result  in  loss  of  subscribers.  The  service  on  the  multi- 
party line  is  also  non-selective  ringing,  and  some  of  the 
above  reasons  might  be  advanced  if  the  four-party  rate  had 
been  advanced  and  the  multi-party  line  rate  left  at  $15.00. 
Primarily  the  value  of  the  rural  line  service  to  the  sub- 
scribers is  in  their  ability  to  reach  the  trading  centers  in 
the  village  or  other  outside  points,  and  the  value  of  a  means 
of  inter-communication  between  themselves  is  a  secondary 
consideration  in  the  taking  of  telejjhone  service  as  a  rule. 
Sufficient  reason  has  not  been  advanced  why  a  relation  of 
rates  should  be  maintained  for  business  four-party  and 
multi-party  services  within  the  Jordan  exchange  area  and 
the  same  principle  not  apply  to  the  residence  four-party 
and  multi-party  service.  Under  the  circumstances  it  would 
seem  that  a  reasonable  adjustment  of  the  matter  in  con- 
troversy would  be  the  re-establishment  of  the  former  $15.00 
rate  for  the  multi-party  residence  service  and  w^hich  should 
be  continued  in  force  as  long  as  the  $15.00  rate  is  main- 
tained for  the  four-party  residence  service  within  the 
village. 

It  is,  f  here  fore,  ordered.  That  respondent,  New  York 
Telephone  Company  be^  and  is  hereby,  directed  to  put  in 
force  and  effect  on  or  before  June  10, 1914,  a  rate  of  $15.00 
per  annum  for  multi-party  residence  line  service  now 
afforded  \vithin  the  Jordan  exchange  area  to  complainants 
and  others  similarly  situated,  and  that  said  rate  shall  re- 
main in  force  and  effect  so  long  as  the  present  $15.00  four- 
party  residence  line  rate  within  the  village  is  maintained, 
the  new  rate  to  be  applied,  however,  on  bills  covering  the 
month  of  June. 

If  is  further  ordered,  That  respondent  New  York  Tele- 
plione  Company  may  amend  its  tariffs  accordingly  on  one 
day's  notice  to  the  Commission  and  the  public,  and  re- 
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spondent  shall  file  \*4th  the  Coimmssion  its  D»otiee  concera- 
ing  acceptance  and  obedience  of  this  order,  under  Section  23 
of  the  Public  Service  Commissions  Law,  on  or  before 
June  5,.  1914 


In  the  Matter  of  the  Complaint  of  Dwight  H.  Murray 
r.  New  Yojwt  Telephone  Company^  as  to  Refusal  of 
Company  to  Furnish  Private  Branch  Exchange 
Service. 

Case  No.  4205. 

Bedded  limj  26,  1911. 

Discrimination  —  Bate  for  Private  Branch  Bxchange  in  Office  Building  — 
Separate  Contracts  at  Begidar  Bate  with  Eaeh  Tenant. 

Opinion  and  Order. 

Complainant,  the  owner  of  an  office  building  in  Syracuse 
devoted  to  the  occupancy  of  physicians,  demanded  of  re- 
spondent switchboard  service  for  the  entire  building  at  flat 
rates.  Flat  rates  prevail  in  Syracuse  by  individual  sub- 
scribers. They  do  not  apply  generally  under  respondent's 
tariffs  to  hotels,  clubs  or  apartment  houses.  Respondent 
claims  that  each  of  the  tenants  in  this  building  should  make 
a  separate  contract  and  that  to  enter  into  a  contract  with 
tlie  o\\Tier  of  the  building  with  ftat  rate  service  to  all  of 
the  tenants  at  reduced  rates  would  constitute  discrimina- 
tion in  favor  of  the  tenants  as  against  individuals  generally 
taking  business  telephone  service  in  Syracuse.  The  cliief 
aim  of  complainant  in  this  case  is  to  get  service  with  switch- 
board attachment  for  the  building  in  question.  In  accord- 
ance with  suggestion  made  by  the  sitting  Commissioner,  tlie 
company  wall  make  its  separate  contract  wdth  each  of  the 
tenants  giving  such  tenants  the  option  of  having  direct  out- 
side service  or  of  being  connected  with  a  switchboard  to 
be  placed  in  the  building.  The  rate  to  each  of  these  tenants 
will  be  the  regular  business  rate  of  $60.00  per  year  for  flat 
rate  service.  The  company  will  also  install  a  switchboard 
with  all  necessary  trunks  providing  two  extensions  for  the 
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use  of  the  building  at  a  total  cost  to  the  owner  of  the  build- 
ing of  $108  per  year.    This  arrangement  has  been  accepted 
by  complainant. 

Ordered,  That  respondent  New  York  Telephone  Com- 
pany be,  and  is  hereby,  directed  and  required  to  install  in 
complainant's  building,  606-608  East  Genesee  Street,  Syra- 
cuse, N.  Y.,  a  switchboard,  trunks,  and  two  extension 
'phones  for  complainant  at  a  total  cost  not  to  exceed  $108 
per  year,  and  that  said  respondent  shall  also,  after  making 
its  contracts  with  tenants  in  said  building,  run  its  lines 
from  the  instruments  in  offices  of  said  tenants  through  the 
said  switchboard  for  use  if  desired  by  said  tenants  or  any 
of  them,  giving  all  the  lines  so  run  through  the  switchboard 
a  common  number  but  listing  separately  each  of  said  ten- 
ants in  its  directory. 

It  is  further  ordered.  That  respondent  New  Y^'ork  Tele^ 
phone  Company  may  file  and  publish  any  necessary  amend- 
ments to  its  tariffs  on  one  day's  notice. 

It  is  further  ordered,  That  respondent  New  Y'ork  Tele- 
phone Company  sliall  file  with  this  Commission  its  notice 
concerning  acceptance  of  this  order  under  Section  23  of 
the  Public  Service  Commissions  Law  within  two  days  after 
receipt  of  a  copy  hereof. 


In  the  Matter  of  the  Application  of  the  Federal  Tele- 
phone AND  Telegraph  Company,  under  Section  101  of 
THE  Public  Service  Commissions  Law,  for  Authority 
TO  Issue  $500,000  Par  Value  7  Per  Cent.  Cumulative 
Preferred  Stock. 

Case  No.  4270. 

Decided  June  9,  191L 

Issuance  of  Capital  Stock  to  Deftay  Operating  Expenses  —  Provision  of 
Reserve  for  Beplacements  —  Segregation  of  Property  Not  Used 
in  FubUc  Service  —  Valuation  of  Property. 

The  applicant  havinsr  entered  into  a  stipulation  agreeing  to  make  no 
furtlier  api)licalions  for  the  issuance  of  securities  on  account  of  expendi- 
tures made  \.y\oy  to  January  1.  1014;  to  eliminate  from  its  fixed  capital 
accounts  all  investments  in  property  not  used  in  the  public  senice;  to 
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transfer  $831,565.56  from  its  "  Corporate  Surplus ''  to  a  "  Reserve  for 
Renewals  and  Replacements  "  to  which  charges  should  be  made  only  for 
the  maintenance  of  the  permanent  investment  and  after  application  to  the 
Commission;  to  make  an  inventory  and  appraisal  of  its  property  itemized 
and  classified  as  between  property  used  in  public  service  and  property  not 
so  used  and  as  between  municipalities  and  tax  districts,  the  basis  of  the 
appraisal  to  be  original  cost  so  far  as  possible,  the  results  not  to  be  con- 
clusive upon  any  party  in  future  proceedings  as  to  rates  or  transfer  of 
property,  and  any  excess  over  the  value  already  shown  on  the  books  to  be 
debited  to  "  Intangible  Capital "  ;  the  Commission  authorized  the  issuance 
of  .^500,000  of  7  per  cent,  cumulative  capital  stock  at  par,  the  proceeds  to 
be  used  for  the  payment  of  current  liabilities  for  operating  exj:enses  in 
the  amount  of  $320,089.75  and  for  the  reimbursement  of  the  applicant's 
treasury  for  expenditures  from  income  for  capital  purposes  in  the  amount 
of  .t  180,000.* 

Order. 

There  having  been  filed  herein  the  following  stipulation : 

State  of  New  York,  1 

County  of  Erie,       J     " 

The  Federal  Telephone  and  Tetegraph  Company,  a  domestic  corpora- 
tion, hereby  stipulates  and  agrees,  with  the  Public  Service  Commission, 
Second  District,  State  of  New  York,  in  connection  with  two  certain  pro- 
ceedings now  pending  before  the  Commission,  the  first  one  of  which  was 
instituted  December  31,  1911,  and  amended  by  supplemental  petition  filed 
the  nineteenth  day  of  March  1914,  (the  same  being  recorded  in  the  fi^es 
of  the  Commission  as  Case  2703)  and  the  second  having  been  instituted 
on  the  twenty-ninth  day  of  April,  1914,  (the  same  being  recorded  in  the 
files  of  the  Commission  as  Case  4270): 

1.  That  said  Case  2703  may  be  closed  upon  the  records  of  the  Commis- 
sion, and  in  connection  therewith  the  petition  in  Case  4270  shall  be  so 
amended  and  modified  that  the  relief  asked  for  shall  be  for  an  authoriza- 
tion of  $500,000  par  value  of  7  per  cent,  cumulative  preferred  capital 
stock ; 

2.  That  such  portion  of  such  stock  as  is  authorized  by  the  Commission 
for  reimbursement  of  the  treasury  of  the  company  or  for  the  funding  of 
eniTent  liabilities  shall  be  in  full  for  all  claims  of  said  company  for  such 
purposes  in  connection  with  its  affairs  or  transactions  prior  to  the  first 
day  of  January,  1914,  except  as  to  a  certain  net  advance  of  $2r).00O 
which  has  been  made  to  the  Automatic  Electric  Company  in  connection 
with  certain  construction  work  to  cover  which  there  is  now  an  applica- 
tion pending  before  the  Commission  and  that  no  further  application  shall 
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W  made  for  autlnrnty  to  imne  stoclo^*  bonck,  ne^es -ov  otker  eyidauts  of 
m^ebtetlnest*  having  Sk  period  o£  maturity  of  more  thcui  on«  year  from  the 
date  tli€re<)f  on  aeeount  of  expenditures  prior  to  January  1,  1914; 

3w  That  it  shall  cause  an  anah-sis  to  be  made  of  the  charges  oii  its 
books  to  the  accounts  for  "  Fixed  Capital  installed)  prior  to  Juznary  1, 
1912^''  and  ''  Fixed  Capital  installed  since  December  31,  1911/''  and:  "  Con- 
struction Wcwfk  in  Process,"  as  reported  to  the  Commiaaaon  in  its  annual 
reix>rt  for  the  year  ended  December  31,  1913,  and  will  eliminai;e  therefrom 
in  a  mann«r  and  for  amoimts  saiisfactovy  to  and  approred  by  the  Gam- 
mission  all  items  charged  thereto,  siieh  as  stocks,  bonds^  or  other  seeuri- 
tie*^  or  property  o^-ned  by  the  company  but  not  devoted  to  the  public 
service,  which  items,  under  the  provisions  ef  the  Uniform  System  of  Ac- 
counts for  Tdephone  Corporations  are  required  to  be  charged  to  other 
prescribed  accounts; 

4.  That  it  will  charge  to  the  account  "  Corporate  Surplus  Unappro- 
l)riated  "  the  sum  of  $831,565.56  and  will  credit  such  amount  to  the  gen- 
eral account  "Appropriated  Surplus  "  under  the  sub-account  "  Other  Re- 
serves from  Income  or  Surplus/'  the  name  of  such  reserve  to  be  "  Reserve 
for  Renewals  and  Replacements "  and  that  no  charges  will  be  made  to 
such  latter  account  except  such  as  are  for  tlie  maintenance  of  the  per- 
manent investment  of  the  company  devoted  to  the  publfc  senice,  and 
such  charges  will  not  then  be  made  uriless  and  nntU  an  application  shall 
be  made  to  the  Commission  for  penniseion  to  make  such  char^  and  such 
jierjiiission  shall  have  been  granted  in  writin^;^ 

5.  That  it  will  immediately  begin  the  preparation  of  an  inventory  and 
appraisal  of  its  tangible  proi)erty  and  will  continue  the  preparation  of 
the  same  until  it  is  completed  and  such  inventory  and  appraisal  shall  be 
filed  with  the  Commission  which  shall  not  be  later  than  thirty-first  day 
of  December,  1914.  Such  inventory  and  appraisal  will  be  as  of  Jaanaxy 
1.  1914.  The  propei-ty  will  be  classified  as  between  tan^blc  property 
not  used  in  the  public  service  chargeaJble  to  "  Investments  "  and  proi-erty 
so  used  chargeable  to  "  Frxed  Capital."  The  property  chargeable  to 
**  >'ised  Capital  "  will  be  classified  as  between  appropriate  accounts  for 
'^  Fixed  Capital  installed  since  December  31,  1911"— No.  207,  "Right 
of  Way,"  to  No.  265,  "General  Tools  and  Implem'ents,"  inclusix-e.  It 
wiW  be  in  such  form  and  detail  as  to  enabk  the  identification  ef  the  vari- 
ous items.  In  addition  to  being  classified  by  atcouats  it  wiE  be  shown 
separately  by  municipalities  and  tax  districts^ 

The  basis  of  tlie  appraisement  of  the  items  so  inventoried  will  be^  so 
far  as  possible,  the  original  cost  new  of  such  property  to  the  Federal 
Telephone  and  Telegraph  Company,  its  predecessors^  or  fke  operating 
telephone  corporations  from  which  such  property  was  acquired.  In  filing 
such  inventory  and  appraisal  and  subsequently  recording  the  same  in 
its  accounts  when  it  has  been  approved  by  the  Commission,,  it  is  expressly 
understood   that   such   inventory   is   exclusively   for   purposes  of  correct 
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aoewxnt'u^  in  eonnection  with  retireu^its,  renewals  aud  replaeemenls, 
depreeiatiotfi,  aiid  capitalist ioii,  ^nd  ^bile  both  prices  and  quantities 
will  be  set  forth  therein  as  accurately  as  possible,  it  shall  not  be  con- 
clusive upon  the  company  or  tlve  Public  Service  Connnission,  Second 
District,  State  of  New  York,  rn  connection  with  any  future  proceeding; 
as  to  rates  or  transfer  of  property,  nor  shall  it  be  conclusive  upon  other 
parties  to  such  future  proceeding.  It  is  further  tiiulerstood  that  the 
company  may  set  forth  this  reservation  in  its  reports  to  the  Commission. 
When  such  appi'aisal  is  completed  ai>d  has  been  approved  by  the  Com- 
mission for  purposes  hereinbefore  set  forth,  tlie  results  thereof  will  be 
recorded  in  the  books  of  the  company-  11  the  total  of  6iu»h  iiiventoi*y 
and  appraisal  of  the  tangible  jiroperty  chargeable  to  "  Fixed  Capital " 
is  less  than  the  aggregate  which  was  charged  on  tlie  bookt»  of  the  com- 
pany December  31,  1913,  to  the  accounts  "  Fixed  Capital  installed  prior 
to  January  1,  1912,"  "Fixed  Capital  installed  since  December  tH,  1911," 
and  " Oonstroction  Work  in  Progress'^  (making  proi>er  reductions  for 
the  iimonnls  to  be  eliminated  ami  ciiarged  to  "^^  iBTestments "  or  other 
prescribed  acconnts  as  specified  in  Sul)di\4sioia  3  hereof),  tlie  differenije 
between  the  total  of  such  inventory  and  appraisal  and  the  sum  of  such 
accounts  will  be  charged  as  may  be  desired  by  the  company  to  Accounts 
2^0.  201,  "  Organization,"  to  So.  201,  "  Other  Intangible  Capital,''  inclu- 
sive, as  set  forth  in  the  L'niform  System  of  Accounts  for  Telephone 
Corporations. 

r£D£RAL  TeLKPHOXE  AXD  TELEimAPH    COMPAXY, 

By  (Signed)  Bert  G.  Hubbell, 

President. 
(Signed)     Raymond  Blssell, 
(I^ed)  SecretOfTij. 

(SEAL) 

State  of  New  York,  ]^ 
County  of  Erie,         j    *'''• ' 

On  the  ninth  day  of  June,  1914,  before  nie  personally  came  Bert  (J. 
Hubbell  and  Kaymoud  Blssell,  to  me  known,  who  being  by  me  duly 
sworn,  did  depose  and  say  that  they  were  the  president  and  secretary, 
respectively,  of  the  Federal  Telephone  and  Telegraph  Company,  the 
eerporation  described  in  and  which  executed  the  foregoing  instriunent ; 
that  th^  know  the  seal  of  said  corimration ;  that  the  seal  atfixed  to  said 
instrument  is  such  corporate  seal;  and  acknowledged  that  they  signed 
the  foregoing  stipulation  on  behalf  of  and  as  president  and  secretary 
of  such  corporation. 

II.  A.  Gloyd, 

(notarial  seal)  Kotary  FttbHc. 
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And  a  hearing  having  been  had  herein  on  the  nineteenth 
day  of  May,  1914,  at  which  the  petitioner  appeared  by  its 
president,  and  other  proceedings  having  been  had,  all  of 
which  finally  resulting  in  the  filing  of  the  foregoing  stipula- 
tion; now,  therefore, 

Ordered  as  follows: 

1.  That  the  Federal  Telephone  and  Telegraph  Company 
be,  and  it  hereby  is,  authorized,  pursuant  to  the  provisions 
of  Section  101  of  tlie  Public  Service  Commissions  Law,  to 
issue  $500,000  par  value  of  its  7  per  cent,  cumulative  pre- 
ferred capital  stock  which  shall  be  sold  for  not  less  than 
par  value  thereof; 

2.  That  said  stock  of  the  par  value  of  $500,000  so  author- 
ized, or  the  proceeds  thereof  of  like  amount,  shall  be  used 
solely  and  exclusively  for  the  following  purposes : 

o.  For  the  payment  and  discharge  of  the  following  current 
liabilities  outstanding  December  31, 1913 : 
Bills  payable,  as  detailed  in  Schedule  A  filed  herein . . .    $136,266  76 

Audited  vouchers  and  wages  unpaid 10,531  73 

Consolidated  Telephone  Co.: 

Advance  account  $49,389  64 

Stock  account  5,202  00 

' 54,591  64 

Accounts  payable,  as  detailed  in  Schedule  B  filed  herein.      101,384  93 

Heat,  light,  water  and  power  accounts  unpaid 886  S8 

Livery  accounts  due  and  unpaid 4,761  13 

E.  C.  Bucher  1,666  66 

Payrolls  for  month  of  December,  1913,  unpaid  Decem- 
ber 31,  1913  (so  far  as  applicable) 10,000  00 

$320,080  75 
b.  For  the  reimbursement  of  its  treasury  in  full  for  expendi- 
tures from  income  to  January  1,  1914 180,000  00 

Total $500,089  75 

Unprovided  for $89  75 

Provided  that,  in  so  far  as  such  liabilities  hereinbefore  set 
forth  have  been  paid  and  liquidated  from  other  cash  in  the 
treasury  of  the  company,  of  which  satisfactory  proof  shall 
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be  submitted  to  the  Commission,  the  proceeds  of  the  capital 
stock  hereinbefore  authorized  shall  be  applied  upon  the 
payment  of  other  accounts  payable,  due  and  owing  when 
the  proceeds  of  the  capital  stock  herein  authorized  shall 
be  available,  it  being  the  intention  that  the  proceeds  of 
$320,000  par  value  of  the  stock  hereinbefore  authorized 
shall  be  devoted  exclusively  to  the  pajment  of  the  debts 
of  the  Federal  Telephone  and  Telegraph  Company  and  only 
$180,000  shall  be  used  for  the  reimbursement  of  the  treasury- 
of  the  petitioner; 

3.  That  the  company  shall  for  each  three  months '  period 
ending  March  31,  June  30,  September  30  and  December  31, 
file,  not  more  than  fifteen  days  from  the  end  of  such  periods, 
respectively,  a  verified  report  showing: 

a.  What  stock  has  been  sold,  exchanged,  or  otherwise  dis- 
posed of,  during  such  periods  in  accordance  with  the  au- 
thority contained  herein,  and  the  date  of  such  sale  or  dis- 
position ; 

6.  To  whom  such  stock  was  sold ; 

c.  What  proceeds  were  realized  from  such  sale ; 

d.  Any  other  terms  and  conditions  of  such  sale ; 

e.  The  amount  expended  in  reasonable  detail  of  the  pro- 
ceeds for  the  purposes  specified  herein  during  such  periods, 
and  stating  to  what  account  or  accounts  such  expenditures 
have  been  charged. 

Such  reports  shall  continue  to  be  filed  until  all  of  said 
securities  shall  have  been  sold  or  disposed  of  in  accordance 
with  the  authority  contained  herein,  and  if  during  any 
period  no  securities  were  sold  or  disposed  of,  the  report 
shall  set  forth  such  fact; 

4.  That  the  authority  contained  in  this  order  to  issue 
capital  stock  is  upon  the  express  condition  that  the  peti- 
tioner accepts  and  complies  in  good  faith  with  the  pro- 
visions hereof  and  before  any  securities  are  issued  pursuant 
hereto  and  within  ten  days  of  the  service  hereof  the  said 
company  shall  file  with  the  Commission  a  satisfactory  stipu- 
lation duly  authorized  by  its  board  of  directors  accepting- 
this  order  with  all  its  terms  and  conditions  and  ratifying: 
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the  stipulation  verified  by  its  president  and  seeret^ry  on 
the  ninlh  day  of  June,  1'914,  recited  in  the  preamble  hereof: 
and  this  order  shall  be  void  and  of  no  force  or  effect  until 
sucli  stipul-ation  shall  have  been  filed  as  requiretl  herein ; 

5.  That  this  proceeding  shall  be,  and  liereby  is,  continued 
until  such  stipulation  recited  in  the  preamble  hereof  shall 
have  been  fullv  satisfied  and  an  order  entered  accordingly. 

Finally,  it  is  determined  and  stated^  That  in  the  opinion 
of  the  Commission  the  money  to  be  procured  by  tlie  issue 
of  capital  stock  herein  authorized  is  reasonably  required 
for  tlie  purposes  specified  in  this  order,  and  that  such  pur- 
[>oses  are  not  in  whole  or  in  part  reasonably  chargeable  to 
**  Operating  Expenses  "  or  to  ^*  Income,"  except  as  other- 
wise permitted  by  this  order,  the  payment  of  $320,<)00  of 
outstanding  debts. 


In  the  Matter  of  the  Complaixt  of  Wekstbr  Grange 
No.  436,  Patrons  of  Hx'sbandry  axd  Bustkess  Men's 
AssoriATiox   of   Webster   v,    New   Yoiwc   Telephoxe 

'OOMPAN^Y. 

Case  No.  2030. 

Dismissed  June  24,  1914, 

Bates  for  Bural  Line  Service  —  ToU  Bates  for  Bural  Lines  —  Overloading  of 
Bural  Lines  —  Improvement  of  Unsatisfactory  Service. 

The  iTsiiondent's  rate  at  its  Webster  exehangre  for  ruiyU  uiwlti-parly 
line  service,  business  or  residence,  three  to  nine  ou  a  line  was  $15.00  per 
year.  For  toll  messages  a  cliarge  of  5  cents  for  two  number  calls  and 
10  cents  for  particular  party  calls  was  made  where  the  distance  was  less 
than  eijrht  miles  and  10  cents  and  15  cents  respectively  for  distances 
from  eight  to  fifteen  miles. 

The  (Commission  found  that  the  $15.00  rate  was  reaaonabk  a«4  pointed 
out  that  the  $12.00  rate  for  similar  service  out  of  the  Fairport,  Pittiifurd 
and  Charlotte  exchanges  was  doubtless  governed  by  competition.  It  also 
found  that  the  tolls  charged  were  in  line  with  tlie  company's  j)ractice. 

The  service  had  been  luisatisfactory  in  several  respects  and  the  Com- 
mission had  made  recommendations  as  to  its  improvement.     The  com[>any 
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had  re-associated  its  rural  line  stations,  reducing  the  number  of  stations 
per  line,  had  changed  the  indirect  routing  of  handling  orders  for  installa- 
tions, disconnections,  removals,  etc.,  and  had  installed  power  ringing 
machines  and  no  complaint  as  to  sen^ice  had  been  received  during  the 
past  year. 

Complaint  dismissed.* 

Opinion  and  Order. 

This  complaint  attacks  the  reasonableness  of  an  increase 
in  rate  for  rural  or  multi-party  line  service  connected  with 
the  Webster,  Monroe  County,  exchange,  from  $12.00  to 
$15.00  per  annum,  and  the  reasonableness  of  a  toll  rate  of 
10  cents  applied  between  subscribers '  stations  on  the  rural 
lines  and  Rochester.  Complaint  is  also  made  that  respond- 
ent company  has  installed  more  than  seven  stations  on  the 
Webster  rural  lines.  It  is  claimed  that  the  increased  yearly 
rate  and  the  installation  of  miore  than  seven  stations  on  the 
lines  are  in  violation  of  a  contract  or  agreement  entered 
into  between  patrons  of  the  Grange  and  the  predecessor 
of  respondent,  and  that  subscribers  in  Fairport  enjoy  a 
5-cent  toll  rate  to  Rochester.  Respondent  states  no  record 
of  any  such  contract  or  agreement  can  be  found,  and  no 
documentary  proof  in  support  of  complainant 's  contention 
has  been  presented  to  the  Commission. 

Webster  is  an  incorporated  village,  located  about  ten 
miles  northeast  of  Rochester,  and  telephone  service  appar- 
ently is  afforded  by  respondent  alone.  It  has  a  population 
of  about  1,100.  Connected  with  the  Webster  central  office 
are  587  stations,  of  which  338  are  on  the  rural  lines.  The 
base  rate  area  extends  within  a  radius  of  three-quarters  of 
a  mile  of  the  central  office  and  within  the  base  rate  area 
the  following  charges  per  annum  are  made : 

Business,  direct $36  00 

Business  two-party  24  00 

Residence,  direct  24  00 

Residence,  four-party  15  00 


Editor's  headnote. 
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Rural  rates  within  the  exchange  area,  which  includes  the 
unincorporated  villages  of  Forest  Lawn,  Union  Hill  and 
West  Webster,  are  as  follows : 

Business $15  00 

Residence 15  00 

The  regulating  statute  conferring  jurisdiction  upon  the 
Commission  as  to  telephone  corporations  became  effective 
September  1,  1910,  and  tariff  authority  for  all  of  the  above 
rates  was  filed  with  the  Commission  during  August,  1910. 
The  rates  have  not  since  been  changed.  It  does  appear, 
however,  that  when  the  service  was  afforded  by  the  Bell 
Telephone  Company  of  Buffalo  the  rural  line  rate  was 
$12.00  per  annum,  and  that  this  rate  was  increased  to  $15.00 
about  January  1,  1909. 

The  rural  lines,  formerly  fifty-five  in  number,  radiate 
from  the  central  office,  and  the  maximum  distance  is  one 
line  of  eight  miles  upon  which  seven  stations  are  served. 
The  maximum  number  of  stations  formerly  was  twelve, 
located  on  a  line  about  five  and  one-half  miles  long,  one  line 
about  four  and  one-half  miles  in  length  served  ten  stations, 
and  another  line  three  miles  in  length  served  eleven  sta- 
tions. On  all  of  the  other  lines  the  number  of  stations  ran 
from  one  to  nine.  The  average  number  of  stations  on  all 
the  lines  was  6.14. 

The  general  practice  followed  by  the  respondent  in 
assessing  toll  charges  is  to  collect  a  rate  of  5  cents  for  a 
two-number  call  and  10  cents  for  a  particular  party  call  for 
distances  up  to  eight  miles,  10  cents  and  15  cents  for  dis- 
tances from  eight  to  sixteen  miles,  and  as  applied  from 
exchange  to  exchange.  The  10-cent  and  15-cent  toll  rate 
between  Webster  and  Rochester  is  in  line  with  this  practice. 
At  the  hearing  it  appeared  that  exception  had  been  made 
in  favor  of  toll  service  between  Fairport  and  Rochester,  a 
distance  of  nine  miles,  for  which  a  charge  of  5  cents  had 
been  in  force.  On  July  1,  1913,  this  charge  was  cancelled, 
and  since  that  date  toll  service  between  Fairport  and  Roc- 
hester has  been  upon  the  basis  of  10  cents  for  two-number 
calls  and  15  cents  for  particular  party  calls.    It  also  appears 
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that  previous  to  July  1,  1913,  the  toll  charge  between  Web- 
ster and  Rochester  was  a  straight  10-cent  rate,  but  since 
that  date  10  cents  has  been  charged  for  two  number  calls 
and  15  cents  for  particular  party  calls.  A  comparison  of 
toll  charges  now  applied  between  points  in  the  vicinity  of 
Rochester  is  shown  in  the  following  table,  which  are  in  con- 
formity with  the  practice  of  respondent  described: 

Two  num-  Particular 

Between  Milet  txr  rate  party  rate 

Rochester  and  Webster 10  10  cents  15  cents 

Rochester  and  Fairport 9  10  cents  15  cents 

Rochester  and  Pittsford 6  5  cents  10  cents 

Rochester  and  Spencerport 10  10  cents  15  cents 

Rochester  and  Charlotte 7  5  cents             

At  the  hearing  much  dissatisfaction  was  manifested  by 
subscribers  as  to  service  which  was  the  subject  of  thorough 
investigation  by  the  Commission  subsequent  to  the  hear- 
ing. The  investigation  developed  that  serious  delay  had 
occurred  in  correcting  line  trouble,  and  recommendations 
for  improving  the  service  were  made.  The  rural  line  sta- 
tions have  since  been  re-associated  and  one  additional  line 
installed.  The  maximum  number  of  stations  on  a  line  is 
now  nine  on  two  lines,  twelve  lines  have  eight  stations^ 
fifteen  lines  have  seven  stations,  and  the  remaining  twenty- 
seven  lines  have  stations  ranging  from  three  to  six  in 
number.  The  indirect  routing  of  handling  orders  for 
installations,  disconnections,  removals,  etc.,  has  been 
changed,  power  ringing  machines  have  been  installed,  and 
no  complaint  as  to  service  has  been  received  by  the  Com- 
mission for  over  a  year. 

The  evidence  as  to  the  alleged  unreasonableness  of  the 
$15.00  yearly  charge  for  multi-party  line  service  was  based 
mainly  upon  contracts  or  agreements  said  to  have  been 
entered  into  between  subscribers  and  respondent's  prede- 
cessor. No  satisfactory  proof  to  this  effect  was  presented. 
It  is  true  that  rural  line  service  is  afforded  by  respondent 
from  the  Fairport,  Pittsford  and  Charlotte  exchanges  for 
$12.00  per  annum,  but  this  charge  is  doubtless  governed 
by  competition  at  said  last  named  places,  and  respondent 
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declares  it  is  unremunerative.  The  Commission  can  find 
upon  the  record  no  sufficient  reason  to  hold  that  the  multi- 
party line  rate  of  $15.00  per  annum,  as  applied  from  the 
Webster  exchange,  is  unjust  or  unreasonable.  Complaint 
as  to  the  alleged  unreasonableness  of  the  10-cent  toll  cliarge 
between  Webster  and  Rochester  was  based  upon  the  5-cent 
rate  for  some  time  enjoyed  by  Fairport  subscribers.  Such 
discrimination  has  been  removed,  as  hereinabove  described, 
by  increase  in  rate  to  Fairport  subscribers.  The  complaint 
as  to  over  crowding  of  the  rural  lines  has  been  reasonably 
met  by  respondent  in  decreasing  the  number  of  line  sta- 
tions by  the  installation  of  an  additional  line  and  in  re- 
associating  the  stations. 

After  due  consideration,  therefore, 

It  is  ordered^  That  the  complaint  of  Webster  Grange 
No.  436,  Patrons  of  Husbandry  and  Business  Men's  Asso- 
ciation of  Webster  against  New  York  Telephone  Company 
be,  and  is  hereby,  closed  upon  the  records  of  the  Com- 
mission. 
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The  Public  Utilities  Commission. 

In  the  Matter  of  the  Application  of  The  Chester  Tele- 
phone Company  for  a  Certificate  of  Public  Necessity 
AND  Convenience. 

No.  204. 

Dismissed  June  12^  1914. 

Certificate  of  Public  Conyenlence  and  Necessity  —  Extension  of  Lines  into 
Unoccupied  Territory  —  Approval  of  Commission  Not  Required. 

Order. 

This  case  came  on  to  be  heard  upon  the  pleadings  and 
the  evidence,  and  it  appearing  that  the  territory  now  pro- 
posed to  be  served  by  The  Chester  Telephone  Company 
will  not  be  served  by  any  other  company,  the  Commission 
finds  that  said  The  Chester  Telephone  Company  is  not 
required  to  apply  to  this  Commission  for  a  certificate  of 
public  convenience. 

//  is,  therefore,  ordered.  That  the  application  of  said 
The  Chester  Telephone  Company  be,  and  the  same  is 
hereby,  dismissed. 

Dated  at  Columbus,  Ohio,  this  twelfth  day  of  June,  1914. 
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Bailroad  Conunission. 

In  the  Matter  of  the  Application  of  the  Newbbbg  Tele- 
phone Company  fob  Authority  to  Increase  Certain 
Rates. 

No.  U-F— 80. 

Decided  May  23,  1914. 

Insufficient  Bevenue  —  Increase  in  Bates  Necessitated  by  Voluntary  and 

Inyoluntary  Increases  In  Wages  —  Betum  on  Investment  — 

Value    of    Service    to    Patrons  —  Charges    for 

Changing  Iiocation  of  Telephones. 

Upon  application  for  authority  to  increase  rates,  the  Commission  found 
that  on  account  of  increases  in  wages,  both  voluntary  and  involuntary, 
the  latter  required  by  the  Industrial  Welfare  Commission,  the  net  return 
on  the  investment  under  the  existing  rates  would  amount  to  only  1.4 
per  cent,  which  the  Commission  held  to  be  insuflficient. 

The  Commission  fixed  certain  increased  rates  which  it  found  to  be 
reasonable  and  not  in  excess  of  the  value  of  the  service  to  patrons. 
Changes  were  made  in  the  charges  for  moving  telephones  from  one  loca- 
tion to  another.* 

Findings  and  Order. 

On  this  tweiity^hird  day  of  May,  1914,  this  matter  comes 
on  for  final  determination,  having  been  heretofore  fully 
submitted  to  the  Commission  upon  the  application  of  the 
Newberg  Telephone  Company,  brought  under  the  provi- 
sions of  Section  77  of  Chapter  279  of  the  General  Laws  of 
Oregon  for  the  year  1911,  for  authority  to  increase  certain 
of  its  rates  over  those  carried  by  it  January  1, 1911.  Notice 
of  the  hearing  was  served  upon  the  city  of  Newberg  and 
the  Newberg  Commercial  Club. 

Appearances  : 

Clarence  Butt,  attorney,  and  E.  E.  Goff,  secretary  and 
manager,  for  the  Newberg  Telephone  Company. 


'  Editor's  headnote. 
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No  other  appearances  were  entered. 
It  was  stipulated  that,  besides  the  record  made  before 
the  Commission,  there  should  be  considered  the  rate  sche- 
dules of  other  telephone  companies  in  communities  gener- 
ally similar  to  Newberg.  From  the  record  and  from  such 
examination  of  the  tariffs  filed  with  the  Commission,  it  is 
now  found  and  determined: 

1.  Applicant,  Newberg  Telephone  Company,  a  corpora- 
tion of  the  State  of  Oregon,  owns  and  manages  a  telephone 
system  in  the  city  of  Newberg  and  vicinity,  as  a  public 
utility.  Since  the  first  day  of  January,  1911,  and  prior 
to  the  taking  effect  of  the  public  utilities  law,  it  had  in- 
creased its  effective  charges.  The  rates  now  in  effect,  and 
those  which  the  application  requests  to  be  authorized,  are 
subsequently  set  out  herein. 

2.  The  amount  of  money  actually  invested  in  the  plant 
of  the  applicant,  without  taking  into  account  any  deprecia- 
tion, is  approximately  $19,750.  Owing  to  comparatively 
recent  reconstruction  of  the  plant,  the  accrued  depreciation 
is  comparatively  small. 

3.  The  revenues  of  the  applicant  from  operation  during 
the  calendar  year  1913,  amounted  to  $8,294.42;  and  during 
the  same  period  the  operating  expenses  and  taxes 
amounted  to  $5,907.37.  The  net  revenue  from  operation 
amounted  to  $2,387.05,  which  sum  is  available  for  depre- 
ciation, the  payment  of  interest  on  the  indebtedness  of  the 
company,  and  for  return  upon  the  investment.  The  depre- 
ciation upon  the  plant  during  the  year  the  Commission 
finds  to  have  been  approximately  $1,150,  and  the  return 
from  operation  during  the  year  amounted  to  a  sum  equal 
to  6.3  per  cent,  of  the  investment  in  the  plant. 

4.  Expenses  in  the  future  will  exceed  those  in  the  past, 
due  to  increases  in  wages,  both  the  result  of  voluntary 
action  on  the  part  of  the  company,  and  involuntary  in- 
creases brought  about  by  the  orders  of  the  Industrial  Wel- 
fare Commission  of  the  State  of  Oregon,  to  an  amount 
approximating  $960  per  annum.  With  rates,  traflSc  and 
other  expenses  remaining  as  at  present,  the  net  revenue 
from  operations  under  such  changed  conditions,  lessened 
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by  depreciation,  would  yield  a  net  return  of  $277.05,  equiva- 
lent to  1.4  per  cent,  upon  the  investment  in  the  property. 
Such  rate  of  return  is  less  than  the  usual  return  expected 
and  received  by  investments  generally  in  the  vicinity,  either 
generally  or  of  ja  similar  character  to  that  of  applicant. 

5.  The  rates  set  out  in  the  last  column  below,  under  the 
heading  **  Rates  found  to  be  reasonable,"  are  fixed  and 
determined  as  reasonable  rates  for  the  service  performed 
by  the  applicant,  which  will  yield  it  a  reasonable  return 
upon  its  investment  and  for  the  service  performed  by  it, 
and  which  will  not  exceed  the  value  of  the  service  to  the 
patrons  of  applicant. 

Rates  found 

Present  Rates  ap-        to  he 

rates  plied  for     reasonable 

Within  the  cUy  of  Newberg:  (per  month) 

Business :  Main  or  one-party $2  00  $2  50           $2  25 

Two-party 150  2  00             175 

Residence:  Main  or  one-party 150  200             175 

Two-party 1  25  1  50             1  50 

Four-party 1  00  1  25             1  20 

Siiburban  service,  central  energy: 

Within  1     mile  Umit 125  125 

Within  li  mile  limit 1  25 

Within  2  mile  limit 150  150 

Within  3  mile  limit 150            175  175 

Within  4  mile  limit 2  00  2  00 

Country  party  lines,  owned  and  maintained  by  cus- 
tomers, connected  at  city  limits: 

Central  energy: 

Per  subscriber 65  85  65 

Per  year,  if  paid  in  two  installments, 
six  months  in  advance 6  60  9  00  7  00 

Minimum  per  line,  per  month 265  300  265 

Magneto  energy: 

Per  subscriber  50  60  50 

Per  year,  if  paid  in  two  installments, 

six  months  in  advance 5  00  6  00  5  00 

Minimum  per  line,  per  month 2  50  300  250 

Party  line  No.  6,  per  subscriber 1  25  1  25 

It  is  proposed  to  increase  the  charge  for  moving  tele- 
phones from  one  building  to  another  more  often  than  once 
a  year  from  $1.00  to  $2.50;  and  to  leave  removal  charge  the 

Digitized  by  V^OOQIC 


[Ore. 


Pass  Creek  Telep.  Co.  v.  Pacific  Telep.  and  Teleg.  Co.    499 
C.  L.  32] 

same  as  at  present:  $1.00  for  removals  from  one  room  to 
another  in  the  same  building.  It  is  proposed  to  qualify 
the  removal  charges  to  the  effect  that  '^  if  new  locations 
are  already  wired  but  a  part  of  the  above  charge  will  be 
made."  A  reasonable  regulation  in  this  regard  is  that, 
*'  If  new  locations  are  already  wired,  a  charge  equal  to  the 
cost  of  the  change  will  be  made. ' ' 

Order. 

It  is,  therefore,  ordered,  considered  and  determinedy 
That  the  applicant  be  authorized  to  charge  and  collect  the 
rates  herein  found  to  be  reasonable,  in  lieu  of  its  present 
rates.  This  order  shall  become  effective  as  to  individual 
patrons  beginning  with  the  current  period  or  month  next 
ensuing  the  service  of  a  copy  of  this  order,  as  their  con- 
tracts may  run,  but  shall  not  affect  service  for  which  pay- 
ment in  advance  may  have  been  made  at  the  date  of  the 
entry  of  these  findings  and  this  order. 

Dated  at  Salem,  Oregon,  this  twenty-third  day  of  May, 
1914. 


Pass  Creek  Rural  Telephone  Company  v.  The  Pacific 
Telephone  and  Telegraph  Company. 

File  U-F— 81. 

Decided  May  29,  1914. 

Discontinuaiice  of  Physical  Connection  Occasioned  by  Dispute  as  to  Matter 

oyer  which  Commission  has  no  Jurisdiction  —  Be-estab- 

Ushment  of  Connection  Bequlred. 

The  complainant  was  a  rural  telephone  company  which  had  purchased 
its  line  from  The  Pacific  States  Telephone  and  Telegraph  Company  of 
which  the  defendant,  The  Pacific  Telephone  and  Telegraph  Company, 
was  the  lessee.  The  line  ran  for  some  distance  on  the  poles  of  the 
Postal  Telegraph-Cable  Company.  The  complainant's  connection  with 
the  defendant's  exchange  had  been  severed  by  the  defendant  on  account 
of  a  dispute  as  to  the  complainant's  liability  for  contact  rental  due  to 
the  Postal  Telegraph-Cable  Company  under  a  contract  between  The 
Pacific  States  Telephone  and  Telegraph  Company  and  the  Postal  company. 

Held:  That  the  Commission  is  without  jurisdiction  to  pass  upon  the 
liability  of  the  parties  under  the  contract; 

Digitized  by  VjOOQ IC 


500  Oregon  Railroad  Commission. 

[Ore. 

That  the  defendant's  refusal  to  afford  connection  constitutes  an  unrea- 
sonable and  inadequate  ser\^ice. 

Ordered,  That  the  defendant  re-establish  the  connection  within  five  days 
and  thereafter  afford  service  to  the  complainant  without  discrimination.* 

Findings  and  Order. 

This  is  a  complaint  the  object  of  which  is  to  compel  the 
reconnection  of  a  rural  telephone  line  of  the  plaintiff  with 
defendant's  Cottage  Grove  exchange,  and  the  resumption 
of  service.  The  matter  came  on  in  regular  manner  to  be 
heard  upon  the  complaint  and  answer  and  the  testimony 
taken  and  proofs  offered. 

Appearances  : 

For  the  plaintiff,  H.  J.  Shinn. 

For  the  defendant,  Omar  C.  Spencer. 

The  Commission,  now  being  fully  advised,  finds  and 
determines : 

1.  Plaintiff  is  a  copartnership  which  has  complied  with 
the  laws  of  the  State  and  does  business  under  the  assumed 
name  above  given.  Its  members  own  and  operate  a  rural 
telephone  line  running  out  of  Cottage  Grove  eleven  miles 
south.  The  line  formerly  belonged  to  The  Pacific  States 
Telephone  and  Telegraph  Company,  and  was  acquired  by 
plaintiff  from  that  company  by  bill  of  sale  dated  Novem- 
ber 29,  1912.  At  that  time  the  line  ran  for  a  considerable 
distance  along  poles  of  the  Postal  Telegraph-Cable  Com- 
pany, under  a  contract  arrangement  between  the  Pacific 
States  and  Postal  companies,  which  contemplated  the  pay- 
ment to  the  Postal  company  of  a  certain  contact  rental 
per  pole  for  each  year.  By  its  termg  the  contract  bound 
the  successors  of  the  respective  parties.  The  defendant 
is  the  lessee  of  the  Pacific  States  company,  engaged  in  the 
operation  of  its  plant,  and  has  assumed  its  obligations  in 
regard  to  the  pole  rental. 

2.  A  dispute  arose  between  the  defendant  and  plaintiff 
as  to  the  liability  of  the  plaintiff  for  the  pole  contact  rental 


Editor's  headnote. 
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(hie  the  Postal  company  for  the  poles  occupied  by  the  line 
sold  the  plaintiff,  after  the  delivery  of  the  bill  of  sale  to  it. 
Defendant  has  paid  the  Postal  company  $101.20  on  this 
account,  for  which  plaintiff  declines  to  make  reim- 
bursement. 

li.  The  telephone  line  of  plaintiff  was  formerly  connected 
with  the  exchange  of  the  defendant  in  Cottage  Grove,  and 
the  members  of  the  plaintiff  each  paid  the  rental  called  for 
by  the  defendant's  tariffs  for  rural  subscribers.  Because 
of  the  dispute  as  to  the  liability  for  the  payment  of  the 
pole  rental,  defendant  disconnected  the  plaintiff's  line  and 
has  since  refused  its  members  service,  although  in  the  com- 
plaint herein  plaintiff  offers  for  its  members  to  pay  the 
regular  tariff  rates.  Defendant  sets  up  the  fact  it  is  held 
on  account  of  the  pole  rental,  and  that  plaintiff  declines  to 
take  any  action  to  relieve  it  from  liability  in  the  future  or 
reimburse  it  for  the  previous  payments,  as  a  defense. 

4.  The  Commission  is  without  jurisdiction  to  pass  upon 
the  liability  of  the  parties  under  the  Postal  company's  con- 
tract. Appropriate  legal  proceedings  by  the  defendant 
against  the  plaintiff*  will  determine  the  question.  The 
refusal  of  the  defendant  to  afford  connection  and  service 
with  the  plaintiff  and  its  members  because  of  the  defense 
set  up  constitutes  an  unreasonable  and  inadequate  service. 
Five  days  is  a  reasonable  time  wuthin  which  the  connection 
should  be  restored  and  service  resumed. 


Order. 

//  is,  therefore,  ordered,  considered  and  determined. 
That  defendant  shall,  within  five  days  from  and  after  the 
service  of  a  copy  of  this  order  upon  it,  reconnect  the  tele- 
phone line  of  the  plaintiff  witli  its  Cottage  Grove  exchange, 
and  shall  thereafter  afford  service  to  the  plaintiff  and  its 
members,  upon  equal  terms  witli  other  subscribers,  and 
subject  to  the  regulations  and  rules,  and  at  the  rates  in- 
cluded in  the  effective  schedules  of  the  defendant. 

Dated  at  Salem,  Oregon,  this  twenty-ninth  day  of  May, 
19U. 
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Pass  Creek  Rural  Telephone  Company  r.  The  Pacific 
Telephone  and  Telegraph  Company,  a  corporation. 

No.  U-F  — 81. 

Dated  June  20,   1914, 
Motion  for  Modification  of  PreviouB  Order  Denied. 

Order. 

On  this  twentieth  day  of  June,  1914,  this  matter  comes 
on  before  the  Commission  upon  the  motion  of  the  defend- 
ant, The  Pacific  Telephone  and  Telegraph  Company,  for 
modification  of  the  order  entered  herein  on  May  29,  1914, 
to  the  effect  that  the  plaintiflf,  and  its  members,  be  required 
to  either  pay  in  advance  the  maintenance  charges  upon 
their  line,  required  by  reason  of  the  line  of  the  plaintiffs 
being  located  in  part  upon  the  Postal  Telegraph-Cable 
Company's  poles,  for  the  year  1914,  and  thereafter,  or 
that  the  plaintiff,  and  its  members,  be  required  to  guar- 
antee the  payment  or  adjustment  of  such  maintenance 
charge  for  the  future. 

The  order  of  the  Commission  entered  as  above  set  forth 
was  that  the  defendant  should  afford  service  to  the  plain- 
tiff, and  its  members,  upon  equal  terms  with  other  sub- 
scribers, and  subject  to  the  regulations  and  rules,  arid  at 
the  rates  included  in  the  effective  schedules  of  the  defend- 
ant. These  schedules  require,  among  other  things,  the 
maintenance  of  the  line  by  the  subscriber  and  the  advance 
payment  of  the  rental. 

The  motion  is  denied. 


[Ore. 
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The  Public  Service  Commission. 

Spbing  Brook  Lumber  Company  v.  The  Bell  Telephone 
Company  of  Pennsylvania. 

No.  1039. 

Decided  April  9,  1914, 

ApproTAl  of  Bstablifllunent  of  New  Telephone  Bxchange  and  of  Bates 
and  Service  In  Connection  Therewith. 

Report  of  the  Commission. 
Wright,  Commissioner: 

In  this  case  the  Spring  Brook  Lumber  Company,  on 
February  18,  1913,  filed  with  the  Pennsylvania  State  Rail- 
road Commission  a  complaint  against  the  Bell  Telephone 
Company,  alleging  that  rates  for  service  between  Scranton 
and  Moosic,  where  the  complainant  is  located,  were  unfair 
and  discriminatory,  and,  later,  numerous  residents  of 
Moosic  joined  in  the  complaint. 

The  Bell  Telephone  Company  answ^ered  the  complaint, 
admitting  the  facts  as  set  forth  and  alleging  that  owing 
to  the  growth  of  the  telephone  business  it  had  become 
necessary  to  include  the  complainant  in  a  new  local  ex- 
change in  place  of  allowing  them  to  remain,  as  they  had 
previously  been,  in  the  Scranton  exchange.  It  also  denied 
that  the  rates  charged  under  the  new  arrangement  were 
unfair  or  unjust  and  submitted  the  question  of  the  rates 
and  the  advisability  of  establishing  the  new  exchange  to 
the  judgment  of  the  Commission. 

On  the  issue  thus  joined,  a  hearing  was  held  on  June  19, 
1913,  and  after  this  hearing  the  Commission  caused  an 
investigation  of  the  situation  to  be  made  by  its  repre- 
sentative. 

From  this  investigation  and  tlie  testimony  produced,  it 
appears  that  the  locating  of  the  new  telephone  exchange, 
including  the  town  of  Moosic,  was  done  by  the  telephone 
company  after  a  careful  consideration  of  the  needs  of  the 
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district  and  with  a  view  to  improving  the  service  rendered 
to  its  patrons  in  that  vicinity. 

It  appears  that  the  location  and  regulations  adopted  are 
in  accord  with  the  best  telephone  practice,  and  that  the 
action  of  the  telephone  company  in  this  case  is  fully  justi- 
fied by  the  circumstances. 

The  Commission  is,  therefore,  of  the  opinion  that  the 
evidence  produced  does  not  show  that  the  rates  and  prac- 
tices of  the  telephone  company  in  this  case  are  unfair, 
unreasonable  or  unjust,  and  for  this  reason  the  complaint 
is  hereby  dismissed  and  the  case  closed. 

Order. 
And  now,  to  wit,  April  9,  1914,  the  finding,  determina- 
tion and  order  made  by  Commissioner  Wright  dismissing 
the  complaint  in  this  proceeding  is  ratified  and  confirmed 
and  made  the  order  of  this  Commission. 


In    the   Matter    of    Discriminations   Practiced   by   the 
Economy  Telephone  Stock  Company. 

Dated  June  3^  1914. 

Elimination  of  Discrimination  between  Stockholders  and  Non-Stockholders 
—  Discontinuance  of  Free  Service  to  Hotels  and  Railroad  Stations. 

Order. 

This  case  being  at  issue  upon  complaint  and  answers  on 
file,  and  having  been  duly  heard  and  submitted  by  the  par- 
ties, and  full  investigation  of  the  matters  and  things  in- 
volved having  been  had,  and  the  Commission  having,  on 
the  date  hereof,  made  and  filed  of  record  a  report  con- 
taining its  findings  of  fact  and  conclusions  thereon,  which 
said  report  is  hereby  referred  to  and  made  a  part  hereof; 

Now,  to  wit,  June  3,  1914, 

It  is  ordered,  That  the  Economy  Telephone  Stock  Com- 
pany, on  and  after  the  receipt  of  this  order,  make  no 
difference  in  the  rates  which  it  charges  stockholding  and 
non-stockholding  subscribers  or  users  of  its  service,  and 
that  the  practice  of  furnishing  and  maintaining  telephone 
service  free  at  hotels  and  railwav  stations  be  discontinued. 
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SOUTH  CABOLINA. 
The  Railroad  Commission. 

In  the  Matter  of  Agreement  Dated  March  17,  1914,  be- 
tween THE  Southern  Bell  Telephone  and  Tele- 
graph Company  and  the  City  of  Darlington,  South 
Carolina,  with  Reference  to  Increasing  Darling- 
ton Local  Exchange  Telephone  Rates. 

Bedded  May  7,  1914. 

Agreement  between  Oompany  and  City  as  to  Bates — ^Increase  in  Bates 

upon  Improyemeot  of  Service  —  Further  Increase  in  Bates 

upon  Increase  in  Size  of  Exchange. 

This  was  an  application  for  the  approval  of  an  agreement  entered 
into  between  the  city  of  Darlington  and  the  Southern  Bell  Telephone  and 
Telegraph  Company,  providing  that  upon  the  installation  by  the  com- 
pany of  a  common  battery  central  energy  telephone  system  in  place  of 
the  existing  system,  and  thereafter  until  2,250  stations  should  have  been 
connected  with  the  local  exchange,  the  company  should  be  entitled  to 
charge  certain  rates*  fixed  by  the  agreement,  and  that  after  2,250  sta- 
tions should  have  been  connected,  the  rates  charged  should  not  exceed 
those  charged  by  the  company  for  the  same  class  of  service  under  similar 
conditions  in  other  localities  of  similar  size  in  the  State  of  South  Caro- 
lina.    A  majority  of  the  subscribers  assented  to  the  proposed  rates. 

The  Commission  issued  an  order  ratifying  the  agreement  without 
prejudice.t 

Order.     ^ 

After  considering  the  agreement  between  the  Southern 
Bell  Telephone  and  Telegraph  Company,  dated  March  17, 
1914,  and  the  city  of  Darlington,  South  Carolina,  with  ref- 


•  The  rates  specified  follow : 

Unlimited  special  line  business  station,  per  month $4  00 

Unlimited  duplex  line  business  station,  per  month 3  50 

Unlimited  special  line  residence  station,  per  month 2  50 

Unlimited  duplex  line  residence  station,  per  month 2  00 

Discount  of  50  cents  per  month  for  advance  payment  on  or  before 
the  tenth  day  of  each  month  until  750  stations  have  been  connected  with 
the  Darlington  exchange.       Thereafter  no  discount  shall  be  given  but 
payment  in  advance  shall  continue  to  be  demanded, 
t  Editor's  note  prepared  from  the  record. 
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erence  to  the  installing  by  that  company  of  a  common  bat- 
tery central  energy  telephone  system  in  Darlington,  in  lieu 
of  the  present  system  now  being  operated  there,  and  the 
payment  by  the  Darlington  telephone  subscribers  of  the 
local  exchange  telephone  rates  at  that  point,  upon  the 
terms  and  conditions  set  forth  in  said  agreement,  a  copy 
of  which  agreement  is  on  file  in  the  office  of  the  Commis- 
sion; and  after  considering  the  resolution  of  the  Mayor 
and  Council  of  Darlington,  dated  March  17,  1914,  request- 
ing this  Commission  to  approve  the  said  agreement  and 
to  authorize  said  telephone  company  to  charge  the  sche- 
dule of  rates  therein  mentioned,  upon  the  terms  and  con- 
ditions therein  set  forth,  a  copy  of  which  resolution  is  on 
file  in  this  office ;  and  upon  considering  the  original  agree- 
ment with  said  company  by  a  large  majority  of  the  tele- 
phone subscribers  of  said  company  in  Darlington,  South, 
Carolina,  agreeing  to  the  schedule  of  rates  and  terms  and 
conditions  set  forth  in  said  agreement  between  said  com- 
pany and  said  city  of  Darlington,  said  agreement  by  said 
subscribers  being  on  file  in  this  office, 

//  is  considered,  ordered  and  adjudged  by  The  Railroad 
Commission  of  South  Carolina,  That  the  above  agreement 
is  confirmed,  ratified  and  approve<l,  and  the  Southeni 
Bell  Telephone  and  Telegraph  Company  is  hereby  author- 
ized, from  and  after  the  expiration  of  thirty  days  after  the 
completion  of  the  improvements  provided  for  in  •  said 
agreement,  to  charge  the  schedule  of  rates  for  local  ex- 
change ser\ace  in  Darlington,  South  Carolina,  as  and  upon 
the  terms  and  conditions  therein  set  forth,  reference  be- 
ing hereby  made  to  said  agreement  showing  said  schedule 
of  rates  and  terms  and  conditions  upon  which  they  are  to 
be  charged. 

This  agreement  is  confinned  by  The  Railroad  Conmiis- 
sion  without  prejudice. 

Columbia,  South  Carolina,  May  7, 1914. 
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In  the  Matter  of  Agreement  Dated  November  18,  1913, 

BETWEEN  THE  SOUTHERN  BeLL  TELEPHONE  AND  TELE- 
GRAPH Company  and  the  Town  of  Little  Rock, 
South  Carolina,  with  Reference  to  Constructing 
A  Telephone  Exchange  at  Little  Rock  and  Rates 
TO  BE  ^Charged  for  Local  Exchange  Telephone 
Service. 

Decided  May  7,  1914, 

AgrBement  between  Ck>mpftn7  and  Town  m  to  Bates  upon  Establishment 

of  Exchange  —  IncreaBes  in  Bates  upon  Increases  in  Sice  of 

Exchange  —  Free  and  Beduced  Bate  Service  to  Town. 

This  was  an  application  for  approval  of  an  agreement  entered  into 
between  the  town  of  Little  Rock  and  the  Southern  Bell  Telephone  and 
Teleg^ph  Company,  providing  that  upon  the  establishment  by  the  com- 
pany of  a  local  exchange  at  Little  Rock,  and  thereafter  until  100  stations 
should  have  been  connected  with  the  local  exchange,  the  company  should 
be  entitled  to  charge  certain  rates*  fixed  by  the  agreement,  and  that  after 
100  stations  should  have  been  connected  and  until  300  stations  should 
have  been  connected,  the  company  should  be  entitled  to  charge  certain 
increased  ratest  fixed  by  the  agreement,  and  that  after  300  stations 
should  have  been  connected,  the  rates  charged  should  not  exceed  those 
charged  by  the  company  for  the  same  class  of  senice  under  similar 
conditions  in  other  localities  of  similar  size  in  the  State  of  South  Caro- 
lina. It  was  further  provided  that  certain  free  and  i-educed  rate  service 
should  be  rendered  to  the  town.  All  of  the  prospective  subscribers 
assented  to  the  rates  proposed. 

The  Commission  issued  an  order  ratifying  the  agreement  without 
prejudice,  t 


•  The  rates  specified  follow : 

I^nlimited  special  line  business  station,  per  month $2  .M) 

Unlimited  duplex  line  business  station,  per  month 2  00 

Unlimited  party  line  business  station,  per  month 2  00 

Unlimited  special  line  residence  station,  per  month 2  00 

Unlimited  duplex  line  residence  station,  per  month 1  50 

Unlimited  party  line  residence  station,  per  month 1  oO 

*  The  rates  specified  follow : 

Unlimited  special  line  business  station,  per  month $3  00 

Unlimited  duplex  line  business  station,  per  month 2  50 

Unlimited  party  line  business  station,  per  month 2  50 

I'nlimited  special  line  residence  station,  per  month 2  00 

I'nlimited  duplex  line  residence  station,  per  month 1  50 

Unlimited  party  line  residence  station,  per  month 1  50 

t  Editor's  note  prepared  from  the  record. 
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ts.  c. 
Order. 

After  considering  the  agreement  between  the  Southern 
Bell  Telephone  and  Telegraph  Company,  dated  November 
18,  1913,  and  the  town  of  Little  Rock,  South  Carolina, 
with  reference  to  the  construction  of  a  telephone  exchange 
in  the  town  of  Little  Rock,  South  Carolina,  and  the  pay- 
ment by  the  Little  Rock  telephone  subscribers  of  the  local 
exchange  telephone  rates  at  that  point,  upon  the  terms 
and  conditions  set  forth  in  said  agreement,  a  copy  of  which 
agreement  is  on  file  in  the  office  of  the  Commission;  and 
after  considering  the  resolution  of  the  Mayor  and  Coimcil 
of  Little  Rock,  dated  April  8,  1914,  requesting  this  Com- 
mission to  approve  the  said  agreement  and  to  authorize 
said  telephone  company  to  charge  the  schedule  of  rates 
therein  mentioned,  ujwn  the  terms  and  conditions  set  forth 
therein,  a  copy  of  which  resolution  is  on  file  in  this  office ; 
and  upon  considering  the  original  agreement  with  said 
company  by  all  of  the  proposed  telephone  subscribers  of 
said  company  in  Little  Rock,  South  Carolina,  agreeing  to 
the  schedule  of  rates  and  terms  and  conditions  set  forth  in 
said  agreement  between  said  town  of  Little  Rock  and 
[Southern  Bell  Telephone  and  Telegraph  Company]  said 
agreement  by  said  subscribers  being  on  file  in  this  office. 

It  is  considered,  ordered  cmd  adjudged,  by  The  Radlroad 
Commission  of  South  Carolina,  That  the  above  agreement 
is  confirmed,  ratifie<l  and  approved,  and  the  Southern 
Bell  Telephone  and  Telegraph  Company  is  hereby  author- 
ized, from  and  after  the  date  of  the  completion  of  the  ex- 
change in  the  town  of  Little  Rock,  provided  for  in  said 
agreement,  to  charge  the  schedule  of  rates  for  local  ex- 
change service  in  Little  Rock,  South  Carolina,  as  and 
upon  the  terras  and  conditions  therein  set  forth,  reference 
being  hereby  made  to  said  agreement  showing  said  sched- 
ule of  rates  and  terms  and  conditions  upon  which  they  are 
to  be  charged. 

This  agreement  is  confirmed  by  The  Railroad  Commis- 
sion without  prejudice. 

Columbia,  South  Carolina,  May  7,  1914. 
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SOUTH  DAKOTA. 
Board  of  Railroad  Commissioners. 

In  the  Matter  of  the  Transfer  of  Messages  from  a  Tele- 
phone ON  One  Line  to  a  Telephone  on  Another. 
Dated  May  3,  1913, 
Transfer  of  Meesages  ftom  One  Line  to  Another  without  Aid  of  Switch. 

Opinion  of  Counsel  for  the  Board.* 
I  have  before  me  the  correspondence  from  C.  W.  Stan- 
ley, Esq.,  of  Dolton,  S.  D.,  with  reference  to  the  transfer- 
ring of  messages  from  one  telephone  line  to  another. 
From  the  correspondence,  I  gather  that  this  Mr.  Stanley 
is  a  subscriber  to  both  telephone  lines,  and  that  he  has 
been  making  a  practice  of  receiving  messages  over  one 
telephone  and  delivering  the  messages  over  the  other  tele- 
phone, and  he  wants  to  know  if  this  is  in  violation  of  the 
statute.  It  is,  in  fact,  the  switching  of  a  message  by  re- 
ceiving it  at  one  instrument  and  then  stepping  over  to  the 
other  instrument  and  delivering  it.  It  is  a  practice  which 
should  be  discouraged,  but  there  is  no  express  provision  in 
the  statute  making  it  unlawful  to  do  this.  Under  the  pro- 
visions of  our  statute,  telephone  companies  cannot  be  com- 
pelled to  connect  except  at  exchange  or  station  points,  yet 
tliis  does  not  prohibit  telephone  companies  from,  by  mutual 
agreement,  installing  a  switch  for  the  switching  of  mes- 
sages between  lines.  I  am  enclosing  to  Mr.  Stanley  a  copy 
of  the  laws,  and  have  marked  the  provisions  relating  to 
telephones.    I  return  all  the  papers  to  you  herewith. 


*  Opinion  contained  in  a  letter  addressed  to  the  Board  by  its  attorney, 
P.  W.  Dougherty,  under  date  of  May  3,  1913. 

In  its  Pamphlet  No.  1,  issued  August  1,  1912,  the  Board  states  that 
the  opinions  of  its  counsel  will  govern  in  the  various  subjects  to  which 
they  relate  unless  reconsidered  by  the  Board  or  reversed  by  court  pro- 
cedure.—  Ed. 
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IS.D. 

In  the  Matter  of  the  Investigation  into  the  Joint  Toll 
Rates  from  Points  on  the  Lines  of  the  Dakota  Cen- 
tral Telephone  Company  to  the  Lines  of  the  Farm- 
ers' Mutual  Telephone  Company. 

Complaint  F  —  79. 

Decided  Maif  2:^,  1914. 

Joint  Toll  Bates  —  Fee  for  Switching  Messages  from  One  Toll  Line  to 
Another  through  an  Intermediate  Exchange — 'Absorivtion  of  Switch- 
ing Fee  —  Bate  for  Toll  Messages  Transmitted  Thirty-six 
Miles — Bates  Based  on  Air-line  Distance. 

Upon  investigation  into  the  toll  rates  charged  for  messages  passing 
between  the  Dakota  Central  Telephone  Company  and  the  Farmers'  Mu- 
tual Telephone  Company  through  the  exchange  of  the  People's  Telephone 
Company  at  Blunt,  the  Commission  found  that  the  People's  Telephone 
Company  was  receiving  10  cents  per  message  for  switching  messages  from 
one  toll  line  to  the  other,  two  5-cent  terminal  charges  being  collected  on 
the  theory  that  each  message  terminated  at  Blunt  and  then  became  an 
originating  message  for  further  transmission.  It  further  found  that  the 
usual  fee  for  switching  messages  from  one  toll  line  to  another  through 
an  intermediate  exchange  was  2  cents  per  message,  the  intermediate  ex- 
change being  relieved  from  the  necessity  of  making  the  settlement  between 
the  toll  lines  and  being  required  only  to  make  such  records  as  would 
enable  it  to  collect  its  switching  fee  of  2  cents.  It  also  found  that  the 
rate  charged  for  messages  passing  between  Pierre  or  Fort  Pierre  and 
Onida,  thirty-six  and  thirty-seven  miles  respectively,  was  50  cents. 

Held:  That  the  People's  Telephone  Company  should  receive  a  fee  of 
not  more  than  2  cents  for  switching  all  messages,  the  toll  companies  to 
make  settlements  between  themselves,  and  the  People's  company  to  be 
required  to  keep  only  such  record  as  might  be  necessary  to  enable  it  to 
collect  its  switching  fees; 

That  a  rate  of  50  cents  for  the  transmission  of  a  toll  message  for  a 
distance  of  thirty -six  miles  is  excessive; 

That  the  rate  between  Pierre  and  Onida  should  not  exceed  25  cents 
and  that  the  2-cent  switching  fee  should  be  absorbed  in  the  toll  charges; 

That  the  rates  on  all  toll  messages  passing  through  the  Blunt  exchange 
should  be  based  on  the  air-line  distance.* 


Editor's  headnote. 


Digitized  by  LjOOQ IC 


In  re  Investigation  of  Joint  Toll  Rates.  511 

C.  L.  32] 

Findings  of  Fact,  Conclusions  and  Order. 

?r.  G.  Bickelhaupt  appeared  for  the  Dakota  Central 
Telephone  Company,  J.  F.  Williams  for  the  Farmers' 
Mutual  Telephone  Company  of  Onida,  and  iJ.  R,  Hoffman 
for  the  People's  Telephone  Company  of  Blunt. 

In  this  cause  the  Board  having  conducted  a  full  investi- 
gation into  the  rates  on  messages  passing  from  the  lines 
of  the  Dakota  Central  Telephone  Company  through  the 
exchange  of  the  People's  Telephone  Company  at  Blunt  to 
the  lines  of  the  Farmers'  Mutual  Telephone  Company  ex- 
tending from  Blunt  to  Onida,  and  vice  versa,  now  makes 
and  orders  filed  the  following: 

FINDINGS   OF    FACT. 

That  the  Dakota  Central  Telephone  Company  operates 
within  this  State  not  only  a  large  number  of  exchanges  but 
also  a  toll  line,  and  one  of  its  lines  extends  from  its 
exchanges  at  Fort  Pierre  and  Pierre  to  Blunt  where  it  is 
connected  with  the  exchange  of  the  People's  Telephone 
Company;  that  the  People's  Telephone  Company  owns 
and  operates  an  exchange  at  Blunt,  and  the  Farmers' 
Mutual  Telephone  Company  own.s  and  operates  a  tele- 
phone line  extending  from  Blunt  to  Onida  and  is  connected 
with  the  Blunt  exchange  on  a  switching  basis,  and  also 
with  the  exchange  of  the  Onida  Telephone  Company  at 
Onida;  that  on  messages  passing  in  either  direction  from 
the  lines  of  the  Dakota  Central  Telephone  Company  at 
Blunt  through  the  exchange  of  the  People's  Telephone 
Company  to  the  lines  of  the  Farmers'  Mutual  Telephone 
Company,  and  in  the  opposite  direction  from  the  lines  of 
the  Fanners'  Mutual  Telephone  Company  through  said 
exchange  to  the  lines  of  the  Dakota  Central  Telephone 
Company,  the  People's  Telephone  Company  at  Blunt  have 
been  charging  a  10-cent  fee.  The  People's  Telephone  Com- 
pany has  up  to  this  time  treated  all  such  messages  as  l>eiiig 
local  and  has  terminated  each  message  in  either  direction 
at  its  exchange  and  charged  a  5-cent  message  fee  for  it, 
and  then  has  considered  that  the  mes.sage  originated  on 
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its  exchange  aiiil  charged  the  5-cent  terminal  fee  on  all 
such  messages  as  an  outgoing  message  originating  on  its 
exchange.  For  instance,  on  a  telephone  message  from 
Pierre  or  Fort  Pierre  to  a  person  at  Onida  the  rate  is  50 
cents.  The  Dakota  Central  Telephone  Company  charges 
for  its  service  to  Blunt  25  cc»nts,  and  of  this  sum  it  receives 
20  cents  and  the  People's  Telephone  Company  charges  5 
cents,  or  the  terminal  fee  of  5  cents,  on  the  incoming  mes- 
sage. The  message  is  then  switxjhed  through  the  ex- 
change to  the  lines  of  the  Farmers'  Mutual  Telephone 
Company,  and  the  People's  Telephone  Company  charges  a 
5-cent  fee  for  that  service  on  the  theory  that  it  is  a  termi- 
nal fee  on  an  outgoing  local  message.  The  rate  chargeil 
on  the  message  from  the  Blunt  exchange  to  Onida  is  like- 
wise 25  cents,  and  out  of  this  amount  the  People's  Tele- 
phone Company  receives  its  terminal  fee  of  5  cents  and  the 
Onida  Telephone  Company  another  terminal  fee  of  5  cents 
and  the  Farmers'  Mutual  Telephone  Company  a  message 
rate  of  15  cents.  The  only  service  performed  by  the  Peo- 
ple's Telephone  Company  of  Blunt  is  to  switch  the  mes- 
sage from  the  lines  of  one  telephone  company  to  another 
and  to  make  its  record  of  the  message  and  make  settlement 
between  the  companies.  At  the  hearing  it  appeared  that 
for  switching  such  messages  from  one  toll  line  to  another 
through  an  intermediate  exchange  a  fee  of  2  cents  was  paid 
to  the  owner  of  the  intermediate  exchange,  and  the  inter- 
mediate exchange  on  such  an  arrangement  is  relieved  of 
the  necessity  of  making  the  settlement  between  the  toll  line 
companies  and  required  only  to  make  such  record  as  would 
enable  him  to  collect  his  switching  fee  of  2  cents.  In  fact, 
Mr.  Hoffman  of  the  People's  Telephone  Company  admitted 
that  the  rate  recoived  by  him  for  the  services  performed 
was  too  high,  and  expressed  his  willingness  to  acquiesce  in 
such  rate  as  might  be  in  effect  for  similar  services  in  other 
localities  of  this  State. 

The  distance  from  Fort  Pierre  to  Blunt  is  21  miles,  from 
Pierre  20  miles,  and  from  Blunt  16  miles  to  Onida,  so  that 
the  total  distance  from  Pierre  to  Onida  does  not  exceed  36 
miles.     A  rate  of  fifty  ccMits  for  the  transmission  of  a  toll 
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message  for  a  distance  of  36  miles  is  in  the  opinion  of  this 
Board  too  high.  For  the  mere  switching  of  messages  from 
one  toll  line  to  another  at  Blunt  through  that  exchange  the 
People's  Telephone  Company  should  receive  a  fee  of  not 
to  exceed  2  cents,  and  the  toll  line  companies  should  make 
settlement  between  themselves  and  the  exchange  at  Blunt 
be  required  to  keep  only  such  record  as  may  be  necessary 
to  enable  it  to  collect  its  2-cent  switching  fee  on  each  toll 
message,  and  this  fee  of  2  cents  should  apply  to  all  mes- 
sages switched  through  that  exchange,  whether  these  mes- 
sages are  from  Pierre  to  Onida  or  between  other  stations. 
The  2-cent  switching  fee  at  the  Blunt  exchange  should  be 
absorbed  by  the  toll  line  companies  and  included  within  the 
toll  rate,  and  in  the  opinion  of  this  Board  the  rate  between 
Pierre  and  Onida  should  not  exceed  25  cents. 

CONCLUSIONS  OF  LAW. 

As  conclusions  of  law  from  the  foregoing  facts  the  Board 
now  hereby  finds  and  decides : 


That  an  order  should  be  made  and  entered  in  this  pro- 
ceeding establishing  a  joint  toll  rate  over  the  lines  of  the 
Dakota  Central  Telephone  Company  and  the  Farmers' 
Mutual  Telephone  Company,  through  the  exchange  of  the 
People 's  Telephone  Company  at  Blunt,  between  Pierre  and 
Onida,  and  vice  versa,  of  not  to  exceed  25  cents,  and  fixing 
the  compensation  of  the  People's  Telephone  Company  on 
such  message,  and  all  other  messages'  switched  from  one 
toll  line  to  another  through  the  Blunt  exchange,  at  2  cents, 
and  requiring  all  toll  messages  passing  through  the  Blunt 
exchange  to  points  on  the  lines  of  the  Fanners'  Mutual 
Telephone  Company  and  the  Onida  Telephone  (^ompany  of 
Onida  to  be  based  on  the  air-line  distance ; 
17 
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II. 

That  the  order  should  be  made  effective  as  of  June  1, 
1914. 

Dated  at  Pierre,  the  capital,  on  this  twenty-third  day  of 
May,  1914. 

ORDER. 

In  this  proceeding,  the  Board  having  made  a  full  and  ex- 
haustive investigation  and  filed  its  findings  of  fact  and  con- 
clusions, and  being  fully  advised  in  the  premises, 

It  is  ordered,  considered  mid  adjudged,  That  from  and 
after  June  1,  1914,  the  compensation  of  the  People's  Tele- 
phone Company  for  switching  messages  from  one  toll  line 
to  another  through  its  exchange  at  Blunt  be,  and  hereby  is, 
fixed  at  2  cents  per  message,  and  that  such  message  fee  be 
absorbed  by  the  toll  line  company  and  be  included  within 
the  toll  rate,  and  that  all  messages  passing  through  such 
exchange  from  the  lines  of  the  Dakota  Central  Telephone 
Company,  or  in  the  reverse  direction,  should  be  based  on 
the  air-line  distance,  and  the  joint  toll  rate  for  messages 
originating  at  Pierre  or  Fort  Pierre  with  destination  at 
Onida  through  the  Blunt  exchange  be  and  hereby  is  fixed  at 
not  to  exceed  25  cents. 


In  the  Matter  of  the  Application  of  the  Dell  Rapids 
Telephone  Company,  a  Corporation,  for  Authority 
to  Increase  its  Switching  Rates. 

Complaint  F  — 97. 

Decided  June  13,  1914, 
Increase  in  Bate  for  Switching  Rural  Lines. 

Application  for  authority  to  increase  the  switching  rate  for  rural 
lines  from  $1..">0  per  telephone  per  year  to  25  cents  per  telephone  per 
month   ($3.00  per  year). 

Held:  That  the  rate  of  $1.50  is  unreasonably  low  as  compared  with 
the  switching;  rate  charifed  throajrlumt  the  State  for  like  service. 

Bates  for  Switching  Rural  Lines  Directly  Connected  with  More  than  One 

Exchange. 

Held:  That  the  maximum  charge  for  switching  a  rural  line  connected 
with  a  local  exchange  may  not  exceed  25  cents  per  month  per  telephone, 
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.  but  where  the  rural  line  is  directly  connected  with  two  exchanges,  the 
sum  of  the  rates  for  switching  should  not  be  twice  as  great  as  that  for 
switching  at  one  exchange  only,  but  should  be  based  on  a  graduated 
scale; 

That  inasmuch  as  the  applicant  has  not  set  aside  any  sum  for  deprecia- 
tion, and  will  be  unable  to  do  so  under  the  existing  rate,  if  any  return 
is  allowed  upon  its  investment,  the  application  should  be  granted  as 
respects  rural  lines  directly  connected  only  with  the  Dell  Rapids  ex- 
change, the  rate  to  be  25  cents  per  telephone  per  month  ($3.00  per 
year) ; 

That  the  rate  for  switching  rural  lines  through  the  Dell  Rapids  ex- 
change when  such  lines  are  directly  connected  with  other  exchanges  as 
well,  should  be  18%  cents  per  telephone  per  month  (.$2.25  per  year). 

EstabUflhineiit  of  Depreciation  Reserve. 

The  Commission's  order  established  the  switching  rates  fixed  upon  in 
its  opinion,  and  required  the  applicant  to  set  aside  annually,  as  a  deprecia- 
tion reserve,  a  sum  equivalent  to  7  per  cent,  of  its  reproduction  value, 
the  fund  thus  provided  to  be  accounted  for  to  the  Commission  in  the 
annual  report,  and  all  replacements  due  to  depreciation  to  be  charged 
against  this  fund. 

Ammal    Reports  —  Discontinuance    of    Assessments    on    Stockholders    for 
Cnnent  Expenses  —  Elimination  of  Discrimination  between  Stock- 
holders and  Non-Stockholders  —  Filing  of  Rates  and  Contracts. 

The  order  further  required  certain  of  the  rural  lines  to  file  their  annual 
reports  for  the  past  year  and  required  the  rural  lines  to  desist  from  the 
practice  of  levying  assessments  on  stockholders  for  the  payment  of 
operating  expenses,  and  to  conform  to  the  statute  by  putting  all  sub- 
scribers on  a  rental  basis,  without  discrimination  between  stockholders 
and  non-stockholders,  except  that  the  companies'  linemen  may  be  fur- 
nished with  telephonic  service  free  of  charge  in  connection  with  the 
performance  of  their  duties.  All  the  rural  lines  were  required  to  file 
complete  schedules  of  rates.* 

Report. 

Murphy,  Commissioner: 

Hearing  in  this  action  was  held  before  Commissioner 
Murphy  and  the  counsel  for  the  Board,  Mr.  P.  W.  Dough- 
erty, in  Dell  Rapids,  South  Dakota,  on  the  eleventh  day  of 
April,  1914,  as  per  notice  of  hearing  regularly  served. 


'  Editor's  headnote. 
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The  applicant  appeared  by  0.  0.  Sawyer,  E.  J.  Elliott, 
and  A.  Willikson,  its  president,  secretary  and  manager, 
respectively. 

The  folloAving  appearances  were  entered  for  the  protest- 
ants,  W.  H,  Dockstader,  president  of  the  Enterprise  Town- 
ship Telephone  Company,  John  E.  Anderson,  secretary, 
and  Gunerius  Thompson  and  Oluf  Lyng,  directors  of  the 
Dell  Rapids  and  Baltic  Telephone  Company. 

No  appearanci^s  were  made  for  the  Logan  Township 
Telephone  Company  and  the  Burke  Township  Telephone 
Company : 

Section  1\"  of  the  apj)lication  states : 

•'  That  the  lawful  rale  of  this  applicant  for  the  switching  of  telephone 
messages  for  rural  telephone  companies  connected  with  its  system  or 
exchange  in  the  city  of  Dell  Rapids  on  a  switching  basis  is  $1.50  per 
annum,  and  that  there  are  connected  with  the  local  exchange  and  tele- 
phone system  at  Dell  Rapids,  on  a  switching  basis,  the  rural  telephone 
lines  as  follows: 

Enterprise  Township  Telej)hone  Company, 

Logan  Township  Telephone  Company, 

Burke  Township  Telephone  Company,  and  the 

Dell  Rapids  and  Baltic  Telephone  Company.'' 

In  Section  VI.  of  said  application,  request  is  made  for 
authority  to  increase  the  rates  for  switching  messages  to 
and  from  the  lines  of  the  above  named  rural  companies  and 
to  put  into  effect  a  rate  of  25  cents  per  month  for  each  tele- 
phone instrument  located  on  the  lines  of  the  said  rural  tele- 
phone companies. 

From  the  evidence  taken  at  the  hearing  and  from  the 
annual  report  filed  in  this  office,  it  appears  that  the  Dell 
Rapids  Telephone  Company  ow^ns  and  operates  an  ex- 
change at  Dell  Rapids  and  in  the  vicinity  thereof,  consist- 
inir  of  265  business  and  residence  'phones  and  140  rural 
'phones,  and  that  its  schedule  of  rates  is  as  follows : 

Business  main  line $2  00  per  month. 

Residence  main  line 1  00  per  month. 

Rural  party  line 15  00  per  year. 

These  rates,  compared  w^ith  the  rates  charged  by  other 
companies  in  similar  towns  under  like  conditions,  cannot 
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be  considertHl  unreasonable  in  themselves,  but  it  is  a  fact 
that  the  present  rate  of  $1.50  per  'phone  per  year  is  unrea- 
sonably low  compared  with  the  switching  rate  charged  gen- 
erally over  the  State  for  like  service;  and  from  the  further 
fact  that  the  applicant  has  not  set  aside  any  sum  for  depre- 
ciation and  that  it  would  be  unable  to  provide  a  suflScient 
amount  for  this  purpose  from  its  present  receipts,  if  any 
return  were  allowed  upon  the  investment,  it  is  our  opinion 
and  conclusion  that  the  application  should  be  granted  in  so 
far  as  [respects]*  any  line  having  direct  connection  with 
the  Dell  Rax>ids  exchange  and  for  which  the  said  exchange 
does  all  the  switching,  and  that  the  rate  should  be  fixed  at 
18%  cents  per  month,  or  $2.25  per  year,  per  'phone,  for 
each  'phone  on  a  line  having  direct  connection  with  both 
Dell  Rapids  and  a  secoml  exchange. 

As  was  held  in  the  Montrose  case,t  where  a  rural  party 
line  is  connected  wuth  a  local  exchange,  the  maximum 
charge  for  switching  may  not  exceed  25  cents  per  month  per 
'phone,  but  where  there  is  a  direct  connection  of  one  rural 
party  line  with  two  exchanges,  the  charge  for  switching 
should  not  be  twice  as  great  as  for  s^^^tching  serv^ice  at  one 
exchange  but  should  rather  be  constructed  on  a  graduated 
scale. 

It  is  our  opinion,  therefore,  that  an  order  should  be  made 
granting  the  Dell  Rapids  Telephone  Company  authority 
to  put  into  effect  on  the  lines  of  the  Logan  Township  Tele- 
phone Company  and  the  Burke  Towniship  Telephone  Com- 
pany a  switching  rate  of  25  cents  per  'phone  per  month  (or 
$3.00  per  'phone  per  year)  and  on  the  lines  of  the  Dell 
Rapids  and  Baltic  Telephone  Company  and  the  Enterprise 
Township  Telephone  Company  a  rate  of  18%  cents  per 
'phone  per  month  (or  $2.25  per  year),  said  rates  to  be 
effective  on  and  after  July  1,  1914:  and  that  it  be  further 
ordered  that  the  Dell  Rapids  Telephone  Company  be  re- 
quired to  set  aside  annually  7  per  cent,  of  its  reproduction 


•Ed. 

t/«  the  Matter  of  the  Investigation  of  the  Kates,  Charges^  and  Prac- 
tices of  the  Montrose  Telephone  Company,  et  al.  Complaint  No.  1()63, 
printed  in  Connnission  I^eatlet  Xo.  31,  at  jiajre  101. —  En. 
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value  as  a  depreciation  reserve  and  that  the  said  company 
be  required  to  ac<?!Ount  to  the  Commission  in  its  annual 
report  as  to  the  manner  of  handling  same. 

The  investigation  discloses  that  the  Logan  Towniship  Tele- 
phone Company,  the  Burke  Township  Telephone  Company 
and  the  Enterprise  Telephone  Company  have  failed  to  file 
with  this  Board  annual  reports  as  required  by  law;  and  fur- 
ther that  these  telephone  companies  and  also  the  Dell  Rapids 
ami  Baltic  Telephone  Company  are  levying  assessments 
against  the  stockholders  for  the  pajTuent  of  expenses  in- 
stead of  providing  a  legal  rental  rate  which  must  be  charged 
to  all  subscribers  alike  whether  stockholders  or  non-stock- 
holders. An  order  should  issue  requiring  the  necessary 
reports,  as  well  as  certified  copies  of  contracts  and  agree- 
ments, to  be  filed  with  this  Board  as  provided  by  law,  and 
that  they  be  required  to  desist  from  the  practice  of  levj-ing 
assessments  for  the  purj)ose  of  meeting  their  expenses,  and 
that  each  of  the  said  companies  be  re<iuired  to  file  w4th  this 
Board  a  schedule  of  rental  rates  for  telephone  service. 

Done  at  the  city  of  Pierre,  the  capital,  on  this  thirteenth 
day  of  June,  a.  d.  1914. 

Order. 

This  Board  having  made  a  careful  examination  and  con- 
ducted a  hearing  at  which  the  te.stimony  of  all  the  telephone 
companies  interested  was  presented  in  the  record  for  the 
consideration  of  the  Commission,  and  the  Commission  hav- 
ing made  and  filed  its  report  containing  its  findings  of  fact 
and  conclusions  and  being  fully  advised  in  the  premises, 

It  isy  therefore,  ordered,  considered  and  adjudged,  That 
permission  be,  and  hereby  is,  granted  to  the  Dell  Rapids 
Telephone  Company  to  charge  for  its  switching  services  for 
switching  messages  at  its  exchange  for  the  Logan  Town- 
ship Telei)hone  Company  and  the  Burke  Township  Tele- 
phone Company  at  the  rate  of  25  cents  per  month  for  each 
telephone  instrument,  or  $3.00  per  annum ;  and  as  to  those 
telephone  companies  whose  lines  connect  not  only  wnth  the 
exchange  of  the  applicant  at  Dell  Rapids  but  with  other 
exchan.j»es  as  well,  to  wit,  the  Dell  Rapids  and  Baltic  Tele- 
phone (\)mpanv  and  the  Rnter))rise  TowTiship  Telephone 
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Company,  the  compensation  to  be  paid  to  the  Dell  Rapids 
Telephone  Company  by  each  of  said  telephone  companies 
be,  and  hereby  is,  fixed  at  IS-V^  cents  per  month  for  each 
telephone  instrmnent,  or  $2.25  per  year ;  and  that  the  rates 
permitted  to  be  charged  and  herein  established  for  switch- 
ing service  for  said  telephone  companies  at  the  exchange 
of  the  applicant  shall  become  effective  on  and  after  the 
first  day  of  July,  1914, 

And  it  is  further  ordered,  That  the  Dell  Rapids  Tele- 
phone Company  be,  and  hereby  is,  required  to  s^t  aside  an 
annual  depreciation  reserve  fund  equivalent  to  7  per  cent, 
of  its  reproduction  value,  and  include  in  its  annual  report 
to  this  Board  the  funds  so  set  aside,  and  that  all  replace- 
ments due  to  depreciation  be  charged  to  this  vlepreciation 
re.-erve  fund ; 

And  it  is  further  ordered,  That  the  Logan  Township 
Telephone  Company  and  the  Burke  Township  Telephone 
Company  and  the  Enterprise  Township  Telephone  Com- 
pany be,  and  each  of  them  hereby  is,  commanded  and  re- 
quired to  file  its  annual  report  for  the  fiscal  year  just 
ended,  using  for  that  purpose  the  form  of  report  enclosed 
with  this  order,  and  that  the  Dell  Rapids  and  Baltic  Tele- 
phone Company  and  the  Logan  Township  Telephone  Com- 
pany and  the  other  telephone  companies  interested  in  the 
controversy  in  this  case  are  hereby  admonished  to  cease  and 
desist  from  the  practice  of  levying  assessments  against 
stockholders  for  the  payment  of  operating  expenses,  and 
commanded  and  required  to  conform  to  the  statute  by  put- 
ting all  subscribers  on  a  rental  basis,  and  to  cease  and  desist 
from  granting  any  other  or  different  rate  to  a  stockholder 
than  to  a  person  who  is  not  a  stockholder,  except  that  the 
lineman  of  the  company  may  be  furnished  a  telephone  instru- 
ment and  telephone  service  in  connection  with  the  perfor- 
mance of  his  duties  free  of  charge;  and  that  all  said  tele- 
phone companies  be,  and  hereby  are,  required  to  file  with 
and  in  the  office  of  the  Board  of  Railroad  Commissioners 
full  and  complete  schedules  of  rates  exacted  by  them  for 
telephone  service. 
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In  the  Matter  of  the  Proposed  Extension  of  Ihe  Line 

OF   THE    MaTTOON    TELEPHONE    CoMPANY    IN    THE    ToWX 

OF  Norwood,  Langlade  County,  AVisconsin. 
Decided  April  14, 1914, 
Public  Conyenlence  and  Necessity  —  Invasion  of  Occupied  Field. 

Upon  petition  of  the  Mattoon  Telephone  Company  for  authority  to  ex- 
tend its  line  in  the  town  of  Norwood,  the  Antigo  Telephone  Company 
entered  its  objection.  It  appeared  that  the  Antigo  company  operated  a 
toll  line  running  from  Antigo  through  the  village  of  Phlox  to  the  village 
of  Mattoon  where  it  connected  with  the  switchboard  of  the  petitioner. 
Petitioner  already  has  legal  authority  lo  extend  its  line  north  in  the  di- 
rection of  Phlox,  but  the  line,  as  now  authorized,  stops  about  one-half 
mile  short  of  that  village. 

It  further  appeared  that  the  Antigo  company  makes  a  toll  charge  of 
15  cents  for  the  first  three  minutes  for  all  messages  over  its  toll  line.  This 
rate  is  uniform  whether  the  toll  line  is  used  for  its  whole  length  between 
Antigo  and  Mattoon  or  only  for  that  portion  of  its  length  between  Phlox 
and  Antigo  or  Phlox  and  Mattoon. 

The  Commission  found  that  if  the  Mattoon  company's  line  were  ex- 
tended into  Phlox  so  that  the  residents  of  that  village  could  connect  with 
it  and  reach  Mattoon  without  paying  any  toll  charge,  that  line  would  be 
used  for  messages  from  Phlox  to  Mattoon  to  the  exclusion  of  the  toll  line 
now  in  existence;  that  if,  on  the  other  hand,  the  Mattoon  line  should  stop 
one-half  a  mile  south  of  Phlox  the  farmers  connected  with  said  line  could 
still  reach  Phlox  by  calling  the  Mattoon  exchange  and  being  switched 
over  the  Antigo  company's  toll  line  at  the  regular  charge  of  15  cents; 
that  thus  these  farmers  would  not  be  deprived  of  the  opportunity  to  reach 
Phlox  for  the  transaction  of  such  business  as  they  might  have  there,  but 
they  would  do  so  over  the  existing  line  and  would  contribute  to  the  cost 
of  maintenance  and  interest  charges  of  that  line. 

Held:  That  public  convenience  and  necessity  did  not  require  the  ex- 
tension of  the  Mattoon  company's  line  for  local  service  into  Phlox  since 
an  adequate  line  now  exists  for  connection  with  the  residents  of  that 
village. 

That  if  the  15  cent  toll  rate  is  excessive  the  Commission  can  upon  the 
institution  of  proper  proceedings,  reduce  the  rate.* 
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Opinion  and  Decision. 

On  March  25,  1914,  the  Mattoon  Telephone  Company 
served  notice  upon  this  Commission  of  a  proposed  exten- 
sion of  its  line  in  the  town  of  Norwood,  Langlade  County, 
Wisconsin,  and  shortly  thereafter  notice  was  received  from 
the  Antigo  Telephone  Company  of  its  objection  to  the  pro- 
posed extension.  The  matter  was  thereupon  set  for  a 
hearing  which  was  held  at  Antigo  on  April  8,  1914.  The 
Mattoon  Telephone  Company  was  represented  by  S.  H, 
Kratz  and  the  Antigo  Telephone  Company  by  T.  W,  Hogan 
and  Edward  Cleary. 

The  Antigo  Telephone  Company  has  a  toll  line  running 
from  Antigo  on  the  north  through  the  unincorporated 
village  of  Phlox  to  the  village  of  Mattoon,  where  it  con- 
nects with  the  switchboard  of  the  Mattoon  Telephone  Com- 
pany. The  latter  company  already  has  legal  authority  for 
an  extension  of  its  line  north  in  the  direction  of  Phlox 
but  the  line  as  now  authorized  stops  a  half  mile  short  of 
that  village.  The  present  case  involves  a  proposed  exten- 
sion of  line  into  the  village  of  Phlox.  None  of  the  line  has 
as  yet  been  built,  it  being*  the  purpose  of  the  Mattoon 
Telephone  Company  to  ascertain  before  beginning  con- 
struction whetiher  the  entire  line  to  Phlox  will  be  author- 
ized. Six  contracts  have  been  secured  for  service  upon  the 
line  as  originally  proposed,  but  the  Mattoon  Telephone 
Company  has  been  assured  of  the  patronage  of  twenty  to 
twenty-five  additional  farmers  if  the  line  is  constructed 
through  to  Phlox. 

The  Antigo  Telephone  Company's  toll  line  from  Antigo 
to  Mattoon  through  Phlox  connects  with  five  telephone 
stations  in  the  latter  village,  all  of  which  are  toll  stations. 
The  toll  charged  at  this  station  of  Phlox  is  15  cents  for  the 
first  three  minutes  and  5  cents  for  each  additional  minute 
of  conversation.  This  rate  is  uniform  over  the  entire  toll 
line,  whether  used  for  its  whole  length  between  Antigo  and 
Mattoon  or  only  for  the  portion  of  its  length  between 
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Phlox  and  Antigo  or  Phlox  and  Mattoon.  Phlox  is  about 
four  miles  north  of  Mattoon  and  twelve  miles  south  of 
Antigo. 

It  is  quite  apparent  that  if  the  Mattoon  line  were  ex- 
tended into  Phlox  so  that  the  residents  of  that  village 
could  connect  with  it  and  reach  Mattoon  without  paying 
any  toll  charge,  that  line  would  be  used  for  messages  from 
Phlox  to  Mattoon  to  the  exclusion  of  the  toll  line  now  in 
existence.  If,  on  the  other  hand,  the  Mattoon  line  stops 
half  a  mile  south  of  Phlox,  as  the  company  first  intended, 
the  farmers  connected  with  that  line  could  still  reach  Phlox 
by  calling  the  Mattoon  exchange  and  being  switched  over 
the  Antigo  Telephone  Company's  toll  line  at  the  regular 
charge  of  15  cents.  Thus  these  farmers  w^ould  not  be  de- 
prived of  the  opportunity  to  reach  Phlox  for  the  trans- 
action of  such  business  as  they  might  have  there,  but  they 
would  do  so  over  the  existing  line  and  would  contribute 
to  the  cost  of  maintenance  and  interest  charges  on  that 
line. 

We  believe  it  cannot  be  said  that  public  convenience  and 
necessity  require  the  extension  of  the  Mattoon  line  for 
local  service  into  Phlox  when  an  adequate  line  now  exists 
for  connection  with  the  residents  of  that  village.  As  far 
as  the  testimony  shows,  there  is  no  particular  need  for 
local  telephone  service  wathin  the  village  of  Phlox  as  dis- 
tinguished from  service  which  will  enable  the  residents  of 
the  village  to  reach  and  be  reached  by  other  points.  Phlox, 
it  was  stated  at  the  hearing,  is  an  inland  village  of  about 
thirty  families,  wdth  seven  business  places.  In  addition 
to  the  five  business  places  which,  have  toll  stations,  there 
is  one  public  pay  station,  and  as  far  as  we  are  advised, 
the  needs  of  the  residents  are  satisfied  by  these  stations, 
as  far  as  the  quality  and  quantity  of  service  are  concerned- 
If  the  15-cen't  toll  rate  is  excessive,  this  Commission  can 
upon  the  institution  of  proper  proceedings  reduce  the  rate, 
but  in  any  event  the  present  record  show^s  nothing  so  bur- 
densome in  the  situation  as  to  warrant  an  extension  w^hich 
will  necessarily  cause  great  loss  of  revenue  to  the  Antigo 
Telephone  Company. 


Digitized  by  LjOOQIC 


Earl  Telephone  Co.  v.  Trego  Telephone  Co.     523 
C.  L.  32] 

We  therefore  find  and  determine,  That  public  convenience 
and  necessity  do  not  require  the  extension  of  the  line  of 
the  Mattoon  Telephone  Company  in  the  town  of  Norwood, 
Langlade  County,  Wisconsin,  as  proposed  in  the  notice 
i51ed  by  said  Mattoon  Telephone  Company  with  this  Com- 
mission on  the  twenty-fifth  day  of  March,  1914. 
Dated  this  fourteenth  day  of  April;  J.914. 


Eabl  Telephone  Company  v.  Trego  Telephone  Company. 

Decided  May  8,  1914. 

PnbUc  Oonvenlence  and  Necessity  —  Invasion  of  Occupied  Tenltonr  —  Une 
In  Process  of  Construction  Prior  to  Passage  of  Statute  —  Distribu- 
tion of  Poles  Constitutes  "Process  of  Construction." 

Held:  That  the  distribution  of  poles  along  the  route  of  a  proposed 
telephone  line  prior  to  the  passage  of  the  statute  forbidding  the  extension 
of  lines  without  authority  from  the  Commission  constitutes  an  overt  act 
sufficient  to  justify  the  assertion  that  the  line  was  in  process  of  construc- 
tion prior  to  the  passage  of  the  statute  and  therefore  exempted  from  its 
action. 

Representations  Biade  by  Invading  Company  as  to  Service  to  be  Rendered 

by  Proposed  Line. 

Held:  That  even  if  the  invading  company  deliberately  conceals  from 
the  company  occupying  the  field  its  intention  to  build  a  line  for  local 
service  and  permits  it  to  appear  that  the  proposed  line  is  intended  for  toll 
service  only,  the  representations  made  by  the  invading  company  will  not 
be  material  in  a  suit  to  prevent  the  construction  of  the  proposed  line  with- 
out authority  from  the  Commission,  except  as  evidence  of  the  company's 
actual  intention  prior  to  the  passage  of  the  statute  requiring  the  Com- 
mission's approval,  provided  the  process  of  construction  was  begun  prior 
to  the  passage  of  the  law  forbidding  the  building  of  a  line  for  local 
service  in  competition  with  the  company  occupjring  the  field.* 

Opinion  and  Decision. 

This  case  involves  an  alleged  violation  of  Chapter  610  of 

the  Laws  of  1913,  relating  to  the  extension  of  telephone 

companies'  lines,  by  the  Trego  Telephone  Company.    It  is 

alleged  by  the  Earl  Telephone  Company  in  its  complaint 
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that  the  Trego  <5onipany,  without  authority  of  law,  extended 
its  line  in  the  summer  and  fall  of  1913  in  territory  already 
occupied  by  the  Earl  Telephone  Company.  The  defense  of 
the  Trego  Telephone  Company  is  that  the  construction  of 
its  line  was  begun  prior  to  the  enactment  of  Chapter  610 
and  the  company  therefore  considered  itself  entitled  to 
complete  the  line.  A  hearing  was  held  in  the  matter  at 
Spooner  on  February  13,  1914,  at  which  the  Trego  Tele- 
phone Company  was  represented  by  W.  R.  Campbell  and 
the  Earl  Telephone  Company  by  Archie  Hope. 

The  territory  involved  in  this  case  is  in  the  main  that 
which  lies  between  the  unincorporated  villages  of  Earl 
and  Springbrook,  in  Washburn  County.  It  seems  that  the 
Earl  Telephone  Company  has  for  some  years  had  tele- 
phone lines  in  the  vicinity  of  Earl.  One  of  these  lines 
runs  through  the  village  of  Earl  and  for  a  mile  or  so  in 
the  northeasterly  direction  along  the  road  toward  Spring- 
brook.  Another  of  its  lines  runs  in  a  roundabout  manner 
into  Springbrook.  The  extension  which  the  Trego  Tele- 
phone Company  was  alleged  to  have  built  without  author- 
ity followed  the  direct  road  out  of  Earl,  paralleling  the 
Earl  line  to  its  terminus  and  continuing  on  the  same  high- 
way to  the  village  of  Springbrook.  The  result  was  that 
the  Trego  line  paralleled  the  Earl  line  for  over  a  mile  and 
also  reached  the  village  of  Springbrook,  which  was  already 
served  by  the  Earl  company  over  its  roundabout  line.  In 
addition,  there  was  a  short  paralleling  of  the  Earl  line 
south  of  Earl  since  the  Trego  company  at  the  time  it  began 
extending  had  not  yet  reached  that  village.  The  Trego 
company  in  passing  through  Earl  installed  an  instrument 
in  the  general  store  there,  and  that  store  as  a  result  now 
has  both  companies'  telephones.  The  manager  of  the  store 
acts  as  central  operator  for  the  Earl  line.  This  store  ap- 
pears to  be  the  only  subscriber  thus  far  secured  on  the 
new  Trego  line  within  the  distance  that  the  two  lines  run 
parallel,  but  the  Trego  company  has  also  installed  at  least 
two  telephones  in  Springbrook. 

The  evidence  is  not  disputed  as  to  the  fact  that  the  new 
line  of  the  Trego  company  was  built  in  the  summer  and 
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fall  of  1913.  It  was  shown,  however,  that  the  poles  for 
this  line  were  hauled  about  in  April  and  May,  1913,  which 
was  over  two  months  before  Chapter  610  of  the  Laws  of 
1913  became  effective,  and  it  was  the  claim  of  the  Trego 
Telephone  Company  that  the  hauling  of  the  poles  was  suffi- 
cient to  establish  that  company's  right  to  make  the  exten- 
sion. It  seems  that  poles  were  hauled  and  left  lying  along 
the  entire  route  of  the  proposed  line  as  far  as  the  limits 
of  the  village  of  Springbrook,  except  that  the  poles  in- 
tended to  be  set  through  the  village  of  Earl  were  not  dis- 
tributed but  were  left  in  a  pile  near  a  warehouse  in  that 
village.  At  a  few  points  along  the  line  the  poles  were 
moved  across  the  road  before  being  set,  but  in  general  they 
were  left  at  almost  the  exact  points  where  they  were  later 
erected.  .  -^     >L: 

With  regard  to  the  question  presented  by  the  Trego 
Telephone  Company  as  to  its  right  to  continue  construc- 
tion of  its  line  after  the  poles  had  been  hauled  and  were 
ready  to  be  set,  it  seems  to  us  that  the  position  of  the 
company  is  well  taken.  Chapter  610  of  the  Laws  of  1913 
became  effective  July  10,  1913.  It  was,  of  course,  not  in- 
tended to  affect  extensions  already  made,  nor  could  the 
legislature  be  supposed  to  have  intended  to  affect  exten- 
sions already  in  process  of  construction.  Thus,  if  a  com- 
pany had  set  its  poles  and  strung  its  wires,  but  had  not 
yet  installed  any  telephone  instruments  along  the  line,  it 
could  hardly  be  claimed  that  the  enactment  of  the  new 
law  could  prevent  the  company  from  attaching  subscribers 
to  the  line  thus  constructed.  If  this  is  the  case,  it  would 
seem  that  the  setting  of  the  poles  without  the  stringing  of 
the  wires  should  also  be  enough  to  establish  the  company's 
right,  and  it  is  then  but  a  short  step  to  the  situation  actu- 
ally existing  in  this  case  where  the  poles  had  been  hauled 
and  were  ready  to  be  erected.  The  cost  of  purchasing  and 
hauling  poles  is  a  very  considerable  portion  of  the  total 
cost  of  the  poles  erected  in  place,  so  that  it  seems  that  the 
company  had  gone  to  sufficient  expense  and  committed 
enough  of  an  overt  act  to  justify  the  assertion  that  its  line 
was  in  course  of  construction.    Furthermore,  the  placing 
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of  the  poles  at  about  the  point  where  they  were  later 
erected  marked  out  very  distinctly  the  territory  which  the 
company  was  to  cover.  There  was  therefore  much  more 
than  an  undefined  intention  on  the  part  of  the  oflScers  of 
the  Trego  company  as  to  the  construction  of  the  line; 
there  was  the  performance  of  an  act  which  constituted  an 
important  part  of  the  actual  work  of  construction  and 
which  also  gave  visual  demonstration  of  the  location  of  the 
proposed  line.  Under  these  circumstances,  we  think  Chap- 
ter 610  of  the  Laws  of  1913  does  not  affect  the  line  of  the 
Trego  Telephone  Company  as  constructed  to  the  village  of 
Springbrook. 

The  main  contention  of  the  Earl  Telephone  Company, 
however,  is  that  the  hauling  and  placing  of  the  poles  was 
for  the  purpose  of  .constructing  merely  a  toll  line,  and  that 
the  officers  of  the  Trego  Telephone  Company  later  changed 
their  minds  and  made  the  line  into  a  local  subscribers '  line. 
The  manager  of  the  Earl  Telephone  Company  testified 
that  when  he  asked  the  then  manager  of  the  Trego  com- 
pany, Mr.  John  T.  Fielding",  why  poles  had  been  delivered 
on  the  highway  occupied  by  his  own  line,  Mr.  Fielding  had 
told  him  not  to  worry  about  the  new  line,  since  it  was  only 
to  be  a  part  of  a  toll  line  between  Spooner  and  Hayward, 
a  portion  of  which  was  to  be  built  by  the  Trego  company 
and  a  portion  by  the  Hayward  company.  It  was  testified 
that  this  conversation  took  place  in  the  spring  of  1913, 
after  the  poles  had  been  delivered.  Mr.  Fielding  testified 
that  he  remembered  the  conversation  but  that  he  made  no 
such  statement  as  the  one  attributed  to  him.  He  admitted 
that  the  original  intention  had  been  to  construct  a  toll  line 
from  Spooner  to  Hayward,  but  stated  that  the  proposition 
had  fallen  through,  due  to  lack  of  co-operation  by  the 
Hayward  company,  some  months  before  the  poles  were 
delivered.  It  then  transpired,  according  to  his  testimony, 
that  farmers  in  the  vicinity  of  Springbrook  and  country 
north  thereof  desired  the  service  of  the  Trego  company, 
and  that  company  decided  to  build  a  line  to  them  and  had 
the  poles  delivered  for  that  purpose.    Mr.  Fielding  testi- 
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i5ed  that  at  the  time  of  the  conversation  between  him  and 
the  manager  of  the  Earl  line  he  already  had  contracts  with 
some  of  these  farmers.  The  testimony  along  this  line  is 
corroborated  by  that  of  one  of  the  farmers  in  question, 
who  said  that  about  January,  1913,  he  talked  with  Mr. 
Fielding  with  regard  to  the  extension  of  line  for  local 
service  to  his  vicinity  and  agreed  that  he  would  assist  in 
hauling  and  setting  the  poles. 

Although  the  evidence  is  in  some  conflict  as  to  whether 
the  Trego  company  intended  building  a  local  or  a  toll  line 
when  it  delivered  its  poles,  we  believe  it  is  fairly  well  estab- 
lished that  the  local  line  was  in  contemplation  at  the  time. 
It  is  not  denied  that  a  toll  line  had  previously  been  con- 
templated and  it  is  entirely  possible  that  some  misunder- 
standing may  have  arisen  in  the  mind  of  the  Earl  Tele- 
phone Company's  manager  due  to  this  fact;  or  it  is 
possible  that  the  Trego  Telephone  Company  deliberately 
concealed  from  the  Earl  Telephone  Company  its  intention 
of  building  a  local  line  and  let  it  appear  that  the  line  was 
for  toll  service  only,  but  even  if  this  were  the  case,  there 
was  no  law  at  that  time  to  prevent  the  building  of  a  local 
line  in  competition  with  the  Earl  line,  and  the  represen- 
tations made  by  the  Trego  Telephone  Company  would  not 
be  material  to  this  case  except  as  they  might  tend  to  show 
that  company's  actual  intention. 

We  are  unable  to  find  from  the  evidence  that  the  Trego 
Telephone  Company  violated  the  law  in  the  construction  of 
its  line  from  Springbrook.  It  will,  of  course,  be  under- 
stood that  any  further  extension  of  that  company's  lines 
will  require  previous  notification  to  this  Commission  and 
to  the  other  companies  operating  in  the  towns  where  the 
extensions  are  to  be  made.  The  same  requirement  will 
apply  to  any  further  extension  within  the  unincorporated 
village  of  Springbrook,  since  that  village  is  legally  only 
a  part  of  the  town  of  Springbrook. 

It  follows  that  no  order  will  be  made  in  this  case. 

Dated  at  Madison,  Wisconsin,  this  eighth  day  of  May, 
1914. 
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In  re  Application  of  the  Trego  Telephone  Company  for 

Authority  to  Increase  Its  Rates,  Tolls  and  Charges. 
The  Trego  Telephone  Company  v.  the  Earl  Telephone 

Company. 

Decided  May  16,  1914, 

Discontinuance  of  Free  Service  between  Exchanges  —  Imposition  of  Toll 
Oliarges  —  Division  of  Bate  for  Service  over  Jointly  Owned  Line. 

1.  Application  for  the  establishment  of  a  reasonable  rate  for  toll  mes- 
sages passing  between  Earl  and  Trego,  and  from  Trego  to  Spooner.  No 
charge  was  made  for  this  service  at  the  time  of  application. 

2.  Complaint  that  the  equal  division  of  the  toll  charge  of  15  cents  from 
Earl  to  Spooner  is  inequitable,  for  the  reason  that  the  Trego  Telephone 
Company  owns  6V2  miles,  and  the  Earl  Telephone  Company  only  %  of  a 
mile  of  the  jointly  owned  line.  The  complainant  prays  that  it  be  allowed 
10  cents  instead  of  7^4  cents  on  messages  from  Earl  to  Spooner. 

The  Commission's  computations  showed  that  if  a  toll  charge  of  10  cents 
were  imposed  for  service,  from  Trego  to  Spooner,  and  the  15  cent  toll 
charge  from  Earl  to  Spooner  divided  9  cents  to  the  Trego  Telephone  Com- 
pany and  6  cents  to  the  Earl  Telephone  Company,  and  the  free  service  be- 
tween Trego  and  Earl  retained,  the  total  return  to  the  companies  would 
approximately  equal  the  cost  of  service,  including  the  return  on  the  in- 
vestment, and  the  revenues  would  be  divided  among  the  companies  as 
equitably  as  could  be  determined. 

Ck>ntinaance  of  Free  Interchange  of  Service  between  Adjoining  Exchanges  — 
Development  of  Business. 

The  reasons  advanced  for  retaining  the  free  interchange  of  service  be- 
tween Trego  and  Earl  were  as  follows: 

1.  The  companies  are  located  closely  together,  and  their  subscribers  have 
much  in  common. 

2.  The  extent  of  the  free  service  afforded  by  each  of  the  companies  of 
itself  is  quite  limited. 

3.  The  business  is  in  an  early  stage  of  development,  and  the  imposition 
of  a  toll  charge  would  tend  to  hinder  materially  the  development  of  the 
business  of  both  companies. 

4.  The  cost  of  the  free  ser^^ice  and  the  return  on  the  investment  in  the 
toll  line  may  be  considered  as  included  in  the  regular  rental. 

Held:  That  the  continuance  of  free  service  will  work  no  hardship  to 
either  company,  and,  in  fact,  would  appear  to  work  to  the  advantage  of 
both  in  the  development  of  their  business. 

Imposition  of  Toll  Charge. 
The  imposition  of  a  10  cent  charge  for  messages  from  Trego  to  Spooner 
was  justified  by  the  fact  that  15  cents  was  charged  by  the  Spooner  corn- 
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pany  for  messages  passing  from  Spooner  to  Trego,  so  that  an  uneven  dis- 
tribution of  traffic  resulted  and  the  Trego  company  received  no  return 
on  its  investment  from  the  calls  which  it  originated,  nor  did  it  receive  from 
other  sources  a  return  sufficient  to  meet  the  expenses  incident  to  this 
service. 

DiTlalon  of  Joint  Bate. 

The  Commission's  division  of  the  toll  charge  between  Trego  and  Earl 
was  justified  by  the  fact  that  the  Earl  Telephone  Company  was  held  re- 
sponsible for  the  collection  of  the  toll  charges,  which  involved  an  expense 
whieh  would,  to  a  considerable  extent,  offset  the  greater  investment  of  the 
Trego  Telephone  Company. 

Order. 

The  rates  and  division  of  joint  rate,  found  reasonable  in  the  Commis- 
sion's opinion,  were  established  by  its  order.* 

Opinion  and  Decision. 

The  application  of  the  Trego  Telephone  Company  in 
the  first  of  the  above  entitled  oases  sets  forth  that  at  the 
present  time  there  is  no  toll  rate  in  effect  between  the 
Earl  exchange  and  the  Trego  exchange,  or  from  the  Trego 
exchange  to  the  Spooner  exchange,  and  the  applicant  prays 
that  the  Commission  make  an  order  establishing  such  rates 
and  charges  between  these  exchanges  as  shall  appear  just 
and  reasonable. 

In  the  second  of  the  above  entitled  cases  the  Trego  Tele- 
phone Company  sets  forth  in  its  complaint : 

1.  That  the  petitioner,  i.  e.,  the  Trego  Telephone  Com- 
pany, and  respondent,  i.  e.,  the  Earl  Telephone  Company, 
own  jointly  714  nailes  of  line,  of  which  petitioner  owns  6V2 
miles  and  respondent  owns  only  %  of  a  mile ; 

2.  That  a  rate  of  15  cents  per  message  between  Earl  and 
Spooner  has  been  and  now  is  in  effect ; 

3.  That  such  toll  charge  has  been  divided  equally  be- 
tween the  Trego  Telephone  Company  and  the  Earl  Tele- 
phone Company,  notwithstanding  the  fact  that  the  peti- 
tioner owns  the  greater  portion  of  the  line. 

4.  Petitioner  therefore  prays  for  a  more  equitable  divi- 
sion of  such  tolls. 


•  Editor's  headnote. 
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Hearing  was  held  in  these  matters  at  the  office  of  the 
Railroad  Commission  at  Madison  on  March  4, 1914.  W.  R. 
Campbell  appeared  for  the  applicant.  There  was  no  ap- 
pearance for  other  parties  concerned.  Through  an  investi- 
gation which  has  been  made  of  the  situation  by  the  Com- 
mission, and  some  testimony  in  the  cases,  the  following 
facts  have  been  established. 

The  Trego  Telephone  Company  operates  an  exchange  in 
the  village  of  Trego  and  serves  a  total  of  90  subscribers, 
30  of  whom  are  in  the  village  of  Trego  on  single  party 
full  metallic  lines,  and  the  remaining  60  are  on  rural 
grounded  lines  running  in  all  directions  from  this  village. 
One  150-drop  Julius  Andrae  switchboard  with  44  drops 
in  use  is  installed  at  Trego.  Rates  for  service  are  $12.00 
per  year  per  telephone. 

The  Earl  Telephone  Company  operates  three  rural 
grounded  party  lines  and  one  single  party  line,  with  a  total 
of  45  'phones  connected.  The  territory  covered  by  this 
company  lies  principally  south  and  east  of  the  village  of 
Earl,  although  one  line  extends  in  a  roundabout  way  to 
the  village  of  Springbrook,  which  lies  about  four  miles 
northeast  of  Earl,  This  company  has  two  centrals,  one  of 
which  it  calls  its  **  day  central  "  and  one  its  **  night  cen- 
tral." The  ^*  day  central''  is  located  in  a  store  in  the 
village  of  Earl,  3%  miles  east  of  Trego,  and  consists  of  a 
10-line  Julius  Andrae  wall  type  plug  board.  The  **  night 
central  "  is  located  at  the  home  of  the  company's  manager, 
about  three  miles  southeast  of  the  *' day  central."  By 
means  of  switches,  all  lines  are  connected  to  the  man- 
ager's residence  after  the  store  is  closed  at  night.  Rates 
for  service  are  $12.00  per  year  per  telphone. 

Although  the  Spooner  Telephone  Company  has  not  been 
made  a  party  to  this  case,  one  of  the  toll  lines  in  question 
enters  the  exchange  of  this  company,  hence  a  brief  outline 
of  the  extent  of  the  operation  of  this  company  will  be 
given  that  more  light  may  be  thrown  upon  this  situation. 

The  Spooner  Telephone  Company  operates  one  exchange 
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located  in  the  village  of  Spooner,  285  telephones  belong- 
ing to  this  company  besides  a  number  of  telephones  which 
are  attached  to  foreign  lines  which  are  served  by  this 
exchange.  A  300-drop  switchboard,  with  252  drops  in  use, 
is  in  operation. 

The  toll  lines  in  question  in  these  cases  are  two 
grounded  through  lines,  one  running  between  Trego  and 
Spooner,  9.25  miles  in  length,  and  the  other  running  be- 
tween Trego  and  Earl,  3.83  miles  in  length.  The  following 
table  gives  the  amount  of  toll  charges  now  in  effect  on 
these  lines  and  the  division  of  the  revenues  among  the 
companies : 


From  To 

Spooner Trego  .  . 

Spooner Earl  .  .  . 

Trego Spooner  . 

Trego Earl  .  .  . 

Earl Spooner 

Earl Trego  .  . 


RoU 

Spooner 
Company 

Trego 
Telephone 
Company 

Earl 
Telephone 
Company 

$.15 

$.15 

.15 

.15 

Free 

Free 

.15 

.075 

.075 

Free 

V- 

As  has  been  previously  pointed  out,  the  petitioner  asks 
that  such  rates  as  the  Commission  finds  just  and  reason- 
able be  established  upon  calls  both  ways  between  Earl  and 
Trego,  and  upon  calls  from  Trego  to  Spooner.  Further, 
the  petitioner  contends  that  the  present  division  of  tolls 
between  the  Trego  Telephone  Company  and  the  Earl 
Telephone  Company  on  calls  from  Earl  to  Spooner,  is 
unjust,  inasmuch  as  the  petitioner  owns  much  the  larger 
share  of  the  joint  line  used  by  the  two  companies.  Peti- 
tioner prays  that  it  be  allowed  10  cents  instead  of  7i/2 
cents  on  each  message  going  through  its  exchange  from 
Earl  to  Spooner. 

An  approximate  valuation  of  the  lines  in  question  has 
been  made  by  the  Commission,  which  is  as  follows : 
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AN  ESTIMATE  OF  APPORTIONED  VALUATION  OF  TRUNK  LINE 

BETWEEN  TREGO  AND  SPOONER. 
Property  op  Ttlego  Telephone  Company. 


Scrap 

CoBtof 

value 

Unit      reproduc- 

(percent. 

Preeent 

Unit 

Quantity 

price            tion 

condition) 

wUue 

Each 

40 

$1  00               $40 

45 

$18 

Each 

6 

3  10  $10 

Each 

8 

1  10       9 

28 

go 

25 

Each 

40 

63  $25 

MUe 

3i 

11  60    38 

Native  poles 

25'-6' poles 

10-pin  orofls-arms 

4-pin  cro8»>arms 

No.  12  iron  wire  (galv.) 

63  67  42 

Central  office  equipment,  cable,  etc 500  5  60  3 

TOTAL $136  $88 

Add  12  per  cent,  (see  note) 16  11 

Total $152  $90 


Property  op   Spooner  Telephone  Company. 

Scrap 
Coet  of  value 

Unit     reproduc-     (percent.    Preeent 
Unit  QtMntity        price         tion         amdiiion)    value 

Native  poles Each        8.75  $120              $10                45             $4 

25'-5' cedar  poles.  .  > Each     119  2  43              289                90          260 

35'-6*  cedar  poles Each           .45  7  73                  3                67               2 

10-pin  cross-arms Each         1  1  10     $1 

4-pin  cross-arms Each       22 .  75  63     14 

Brackets Each     105  03      3 

18  56  10 

Central  office  equipment,  cable,  etc 8  00                  8                80              6 

TOTAL $328  $282 

Add  12  per  cent,  (see  note) 39  34 

Total $367  $316 


Note:    Add  12  per  cent,  to  cover  engineering,  superintendence,  interMt  during  construction, 
contingencies,  etc. 

AN  ESTIMATE  OF  APPORTIONED  VALUATION  OF  TRUNK  LINE 

BETWEEN  TREGO  AND  EARL. 

Property  op  Trego  Telephone  Company. 


36'-6*  cedar  poles.  .  . 

Unit 

Each 
Each 
Each 
Each 
Each 
Each 
Each 
Each 
Each 
Mile 

Quantity 
.5 
.25 
3.5 
13.5 
18.7 
5.5 
6.3 
73 
1 
3 

UnU 
price 

$7  77 

4  93 
3  11 

2  43 
1  63 

75 
63 
03 

3  00 
11  60 

5  00 

Coet  of 
reproduc- 
tion, 

$4 

1 
11 
33 
30 

4 

4 

2 

3 
35 

$127 

5 

Scrap 

value 
(percent. 
condiHon) 

90 
60 

Preeent 
value 

SO'-e*  cedar  poles 

25'-6''  cedar  poles   .  . 

25'-5*  cedar  poles . 

20'-5''  cedar  poles .  .  . 

6-pin  crosa-arms 

4-pin  cross-arms 

Brackets 

Anchors 

No.  12  iron  wire  (gal> 

Cable  and  central  offi 

ro  .■;::::::::::: 

ce  equipment 

$114 
3 

total 

$132 
16 

$117 

Add  12  per  cent,  (see 

note) 

14 

Total 

$148 

$131 
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Pboperty  of  Earl  Telephone  Company. 


Scrap    * 


Coat  of  value 

Unit     reprodttc-  {percent.    Premnt 

Unit  Qtumtity        price         tion  condition)     walue 

Native  poles Each        9.75      $0  80    $8 

Brackets Each      14                 03 $8  60            $6 

2*  X  6*  pin  cro6»-arma Each        2.75            50                  1  54               1 

No.  12  iron  wire  (galv.) Mile           .85       11  60                10  90              9 

Central  office  equipment 500                  5  50              2 

TOTAL $24  $17 

Add  12  per  cent,  (see  note) 3  2 

Total $27  $19 

Note:    Add  12  per  cent,  to  cover  engineering,  superintendence,  interest  during  construction, 
contingencies,  etc. 

The  above  valuation  shows  that,  taking  the  two  toll 
lines  as  a  whole,  the  Spooner  Telephone  Company  owns 
53  per  cent.,  the  Trego  Telephone  Company  owns  43  per 
cent,  and  the  Earl  Telephone  Company  4  per  cent.  Allow- 
ing reasonable  amounts  for  interest,  depreciation  and 
maintenance  on  this  property,  we  find  that  the  companies 
concerned  should  receive  as  a  return  per  year  from  this 
part  of  their  investment,  amounts  approximately  as  fol- 
lows: The  Spooner  Telephone  Company,  $73.00;  the 
Trego  Telephone  Company,  $60.00;  and  the  Earl  Tele- 
phone Company,  $5.00. 

Definite  data  as  to  the  number  of  calls  which  will  go 
over  these  lines  under  rearranged  conditions  and  the  exact 
cost  to  handle  these  calls  is  not  available.  However,  from 
such  data  as  we  have,  computations  have  been  made  which 
indicate  that  the  entire  cost  to  each  company  of  furnishing 
this  service  for  one  year,  including  operating  labor,  proper 
return  on  investment  and  all  other  items  which  should  be 
considered,  is  approximately  as  follows:  Spooner  Tele- 
phone Company,  $138;  Trego  Telephone  Company,  $117; 
Earl  Telephone  Company,  $28.00.  Further  computations 
indicate  that  with  a  10-cent  toll  charge  on  calls  from  Trego 
to  Spooner,  with  a  15-cent  toll  charge  from  Earl  to 
Spooner,  divided  9  cents  to  the  Trego  Telephone  Company 
and  6  cents  to  the  Earl  Telephone  Company,  with  free 
service  between  Earl  and  Trego,  and  with  no  change  in 
the  rate  from  Spooner  to  either  Trego  or  Earl,  the  total 
return  to  the  companies  per  year  for  the  maintenance  of 
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the  ^service  will  about  equal  its  cost  as  given  above,  and 
with  the  division  of  these  toll  charges  as  above  indicated, 
the  revenues  will  be  divided  as  equitably  among  the  com- 
panies concerned  as  can  be  determined  at  this  time.  This 
schedule  contemplates  the  retaining  of  free  service  be- 
tween Trego  and  Earl. 

In  view  of  the  following  facts,  this  free  service  seems 
in  this  case  to  be  justiJSable : 

1.  The  companies  involved  are  located  closely  together, 
and,  as  a  result,  the  subscribers  of  both  exchanges  have 
much  in  common,  as  is  established  by  the  comparatively 
large  number  of  calls  per  telephone  passing  daily  between 
the  two  exchanges. 

2.  The  extent  of  free  service  which  either  of  these  com- 
panies by  itself  furnished  its  patrons  is  quite  limited, 
covering  only  45  'phones  for  one  company  and  90  'phones 
for  the  other. 

3.  The  telephone  industry  in  this  section  is  now  going 
through  the  earlier  part  of  its  development.  The  placing 
of  a  toll  charge  upon  calls  between  these  two  exchanges, 
it  is  believed,  would  have  a  tendency  to  materially  hinder 
the  development  of  business  of  both  companies. 

4.  The  return  on  the  physical  investment  in  the  toll  line 
is  taken  care  of  for  both  companies  in  the  return  computed 
from  the  toll  charges  which  have  been  allowed.  The  labor 
charge  for  the  free  calls,  it  is  believed  in  this  case,  may 
well  be  considered  as  being  included  in  the  regular  yearly 
rental  paid  by  the  subscribers  of  the  companies. 

Taking  all  the  facts  into  consideration,  we  believe  that 
it  will  work  no  special  hardship  on  the  two  companies  to 
continue  the  free  service,  and  in  fact,  would  appear  rather 
to  work  to  the  advantage  of  both  in  the  development  of 
their  business. 

The  part  of  the  schedule  contemplating  a  10-cent  toll 
charge  on  calls  from  Trego  to  Spooner  would  not  seem  to 
require  much  discussion.  Heretofore,  messages  from 
Trego  to  Spooner  over  this  line  have  been  free,  while  mes- 
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sages  in  the  opposite  direction  are  charged  for  at  the  rate 
of  15  cents  per  call.  This  has  resulted  in  a  very  uneven 
distribution  of  the  traffic  between  the  two  companies. 
Moreover,  the  Trego  Telephone  Company  has  had  no 
return  upon  its  investment  in  this  toll  line  from  calls 
which  it  originates,  and  the  return  from  other  sources  has 
not  been  sufficient  to  cover  the  expense  incident  to  this 
service.  The  computations  indicate  that  a  10-cent  toll 
charge  from  this  service,  together  with  the  9  cents  per  call, 
on  calls  to  Spooner  from  the  Earl  Telephone  Company, 
will  about  cover  the  cost  of  handling  these  calls  and  pro- 
vide a  reasonable  return  from  this  company's  toll  line 
investment. 

With  reference  to  the  division  of  toll  charges  on  calls 
from  the  Earl  exchange  between  the  two  companies  inter- 
ested, it  would  at  first  seem,  taking  into  consideration  only 
the  investment  and  operating  labor,  that  the  Trego  Tele- 
phone Company  should  receive  a  large  percentage  of  this 
toll  charge.  However,  it  must  be  borne  in  mind  that  the 
Earl  Telephone  Company  is  held  responsible  for  the  col- 
lection of  the  toll  charges,  the  expense  of  which  will  offset, 
to  a  considerable  extent,  the  higher  investment  of  the 
petitioner.  From  computations  which  have  been  made  of 
the  cost  to  provide  this  service,  it  seems  fair  that  this 
15-cent  toll  charge  be  divided,  9  cents  to  the  Trego  Tele- 
ph9ne  Company  and  6  cents  to  the  Earl  Telephone 
Company. 

The  Commission  sees  no  good  reason  for  postponing 
action  in  this  matter,  as  has  been  requested  by  the  peti- 
tioner. The  following  order  will  therefore  take  effect  on 
June  1,  1914: 

It  is,  therefore,  ordered,  That  the  present  schedule  of 
toll  rates  and  division  of  tolls  involving  the  Trego  Tele- 
phone Company  and  the  Earl  Telephone  Company  be 
discontinued,  and  the  following  schedule  substituted  with 
divisions  of  all  toll  as  indicated: 
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Revenue  Revenue 
to  Trego      to  Earl 

From  this  To  this  Rate  per     Telephone  Telephone 

exchange  exchange  call         Company  Company 

Trego Spooner 10  cents  10  cents         

Trego Earl Free           

Earl Spooner 15  cents  9  cents  6  cents 

Earl Trego Free          

Dated  at  Madison,  Wisconsin,   this   sixteenth   day   of 
May,  1914. 


In  the  Matter  of  the  Proposed  Extensions  of  the  Line 

OF  THE  Wisconsin  Telephone  Company  in  the  Town 

of  Anson,  Chippewa  County. 
In  the  Matter  of  the  Proposed  Extensions  of  the  Line 

of  the  Chippewa  County  Telephone  Company  in  the 

Town  of  Anson,  Chippewa  County. 

U  — 314. 

Decided  May  26,  1914. 

Public  Convenience  and  Necessity  —  Extension  of  Lines  into  Unoccupied 

Territory. 

The  Wisconsin  Telephone  Company  having  filed  notice  of  its  intention 
to  extend  its  telephone  line  into  the  town  of  Anson,  the  Chippewa  County 
Telephone  Company  filed  its  objection,  and  also  filed  notice  of  certain 
proposed  extensions  of  its  own  in  the  town  of  Anson.  An  objection  to 
the  Wisconsin  Telephone  Company's  extension  was  also  filed  by  the  Cadott 
Telephone  Company. 

It  appeared  that  there  were  four  classes  of  prospective  subscribers: 
(1)  Those  located  on  the  highways  upon  which  the  Wisconsin  company's 
lines  were  already  in  service;  (2)  those  located  in  territory  to  which  the 
Chippewa  company  was  much  nearer;  (3)  those  at  present  served  by,  or 
residing  along  the  line  of,  the  Cadott  Telephone  Company;  (4)  those  at 
present  without  telephone  service,  and  in  order  to  serve  whom  an  exten- 
sion must  be  built  by  either  one  or  the  other  company. 

The  Commission  permitted  the  Wisconsin  company  to  serve  the  appli- 
cants in  group  1,  and  the  Chippewa  company  to  serve  those  in  group  2. 

Invasion  of  Occupied  FieUL 

Held:  That  no  sufficient  reason  appeared  for  the  entrance  of  either 
the  Wisconsin  company  or  the  Chippewa  company  into  the  Cadott  com- 
pany's field. 


Digitized  by  LjOOQ IC 


In  re  Wisconsin  Telephone  Co.  537 

C.  L.  32] 

Selection  of  Oompaoy  to  Serve  Unoccupied  Territory. 

It  appeared  that  from  a  geographical  standpoint  there  was  no  choice 
as  to  which  company  should  serve  the  prospective  subscribers  in  group  4. 
The  Commission  thereupon  considered  the  preferences  of  the  proposed 
subscribers,  and  it  appearing  that  the  majority  favored  the  Chippewa  com- 
pany because  it  had  the  greater  development  at  Anson,  the  Commission 
found  that  public  convenience  and  necessity  did  not  require  the  extension 
of  the  Wisconsin  Telephone  Company  to  serve  the  members  of  this  group. 
No  such  finding  was  made  in  the  case  of  the  Chippewa  company,  and 
therefore,  by  operation  of  law,  authority  w€is  vested  in  the  Chippewa 
company  to  proceed  with  the  extension  after  twenty  days.* 

Opinion  and  Decision. 

On  May  6,  1914,  the  Wisconsin  Telephone  Company 
filed  with  this  Commission  notices  of  proposed  extensions 
of  its  lines  in  the  town  of  Anson,  Chippewa  County,  Wis- 
consin. Upon  being  notified  of  these  proposed  extensions, 
the  Chippewa  County  Telephone  Company  filed  its  objec- 
tion to  them,  and  also  filed  notice  of  certain  proposed  ex- 
tensions of  its  own  in  the  town  of  Anson.  Objection  to 
the  Wisconsin  Telephone  Company's  extensions  was  also 
filed  by  the  Cadott  Telephone  Company.  A  hearing  was 
held  upon  the  propositions  of  both  the  companies  at 
Cadott  on  May  21,  1914.  The  Wisconsin  Telephone  Com- 
pany was  represented  by  J.  F.  Krizek^  the  Chippewa 
County  Telephone  Company  by  T.  J.  C on/no  r,  and  the 
Cadott  Telephone  Company  by  0.  J.  Jensen. 

The  notice  filed  by  the  Wisconsin  Telephone  Company 
involved  eighteen  proposed  subscribers  in  the  town  of 
Anson.  Of  these,  the  four  in  Sections  14,  23  and  19  appear 
to  be  located  on  highways  on  which  the  Wisconsin  Tele- 
phone Company's  line  is  already  in  service,  passing  the 
four  residences,  so  that  there  can  be  no  question  as  to  the 
propriety  of  the  company 's  rendering  service  to  these  indi- 
viduals. Of  the  other  fourteen  subscribers,  eight  are  now 
served  by  the  Cadott  Telephone  Company  or  are  so  located 
that  the  Cadott  line  runs  along  the  highway  past  their 
houses.    The  remaining  six  proposed  subscribers  are  not 


'  Editor's  headnote. 
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now  served  by  any  telephone  company  and  reside  mainly 
on  or  near  a  north  and  south  road  which  crosses  at  right 
angles  the  highway  on  which  the  Cadott  Telephone  Com- 
pany's line  is  located. 

The  sixteen  subscribers  whom  the  Chippewa  County 
Telephone  Company  proposes  to  attach  to  its  system  may 
be  divided  into  two  groups.  The  most  northerly  of  these 
groups  consists  of  three  persons  living  in  Sections  4  and 
10  of  the  town,  who  now  have  no  telephone  service.  The 
Chippewa  County  Telephone  Company  is  much  nearer  to 
them  than  is  any  other  company  and  will  be  permitted  to 
serve  these  persons  without  further  question.  Eleven  of 
the  remaining  thirteen  proposed  subscribers  of  the  Chip- 
pewa County  Telephone  Company  are  identical  with 
eleven  of  the  fourteen  proposed  subscribers  of  the  Wis- 
consin Telephone  Company  above  referred  to.  Five  of 
these  eleven  are  now  served  by  the  Cadott  Telephone  Com- 
pany or  reside  along  its  line.  The  eight  remaining  per- 
sons whom  the  Chippewa  County  Telephone  Company 
proposes  to  serve  include  the  six  prospective  subscribers 
of  the  Wisconsin  Telephone  Company  mentioned  above 
as  residing  on  or  near  the  north  and  south  road,  together 
with  two  others  near  the  same  road  in  Sections  17  and  21. 

As  to  the  proposed  subscribers  of  the  Wisconsin  Tele- 
phone Company  and  the  Chippewa  County  Telephone 
Company  who  are  now  served  by  the  Cadott  Telephone 
Company  or  whose  houses  are  now  passed  by  that  com- 
pany's lines,  no  sufficient  reason  has  been  shown  for  the 
entrance  of  either  of  the  two  companies  into  the  Cadott 
Telephone  Company's  field.  In  fact,  at  the  close  of  the 
hearing  it  was  proposed  by  the  Wisconsin  Telephone  Com- 
pany that  its  extension  should  be  so  constructed  as  not  to 
reach  any  of  these  Cadott  Telephone  Company  subscribers, 
and  the  Chippewa  County  Telephone  Company  also  indi- 
cated a  willingness  to  relinquish  its  claim  as  to  these 
subscribers. 

In  effect  therefore,  the  proposal  of  each  company  may  be 
considered  to  be  amended  so  as  to  eliminate  the  persons 
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living  along  the  line  of  the  Cadott  Telephone  Company. 
This  elimination,  as  above  pointed  out,  will  aflfect  five  of 
the  proposed  Chippewa  County  company's  subscribers  and 
eight  of  the  proposed  subscribers  of  the  Wisconsin  Tele- 
phone Company.  It  did  not  appear  very  clearly  at  the 
hearing  that  these  persons  had  any  considerable  complaint 
to  make  of  the  service  they  were  receiving  from  the 
Cadott  Telephone  Company  or  of  the  rates  they  were  pay- 
ing to  that  company.  Since  an  extension  of  either  of  the 
other  lines  to  them  would  result  in  a  clear  duplication  of 
service,  it  would  not  be  proper  in  the  absence  of  con- 
vincing evidence  of  failure  and  inability  of  the  Cadott 
Telephone  Company  to  give  satisfactory  service,  to  admit 
another  company  into  the  identical  territory  occupied  by  it. 

The  elimination  just  suggested  leaves  six  persons 
claimed  by  both  the  Wisconsin  Telephone  Company  and 
the  Chippewa  County  Telephone  Company,  together  with 
two  others  claimed  by  the  latter  company  but  not  secured 
as  subscribers  by  the  former.  Since  none  of  them  now 
have  service  or  are  able  to  get  it  without  an  actual  exten- 
sion of  a  telephone  line  for  some  distance  to  them,  there 
can  be  no  question  that  public  convenience  and  necessity 
require  the  extension  of  one  of  the  companies.  The  ques- 
tion to  be  determined  is,  which  of  the  two  companies  shall 
be  permitted  to  make  the  extension. 

It  appears  from  the  evidence  that  most,  if  not  all,  of  the 
six  persons  were  approached  by  the  Wisconsin  Telephone 
Company  in  1913,  and  applications  for  service  were  ob- 
tained from  them.  The  extension  of  service  was  not  made 
at  this  time  and  a  new  set  of  applications  were  obtained 
from  the  six  persons  in  the  spring  of  the  present  year. 
Pursuant  to  the  statute,  notice  was  then  filed  with  this 
Commission  and  with  the  Chippewa  County  Telephone 
Company  of  the  Wisconsin  Telephone  Company's  inten- 
tion, and  after  the  filing  of  this  notice  the  Chippewa 
County  Telephone  Company  sent  representatives  out  to 
interview  the  proposed  subscribers,  and  obtained  from 
them  applications  for  the  Chippewa  County  company's 
service.    These  latter  applications  were  secured  on  May 
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15  and  16,  1914.  Several  of  the  proposed  subscribers 
appeared  as  witnesses  at  the  hearing,  and  when  questioned 
as  to  the  reason  for  successively  signing  contracts  for  the 
service  of  two  different  companies,  the  replies  of  the  wit- 
nesses were  to  the  effect  that  they  were  very  desirous  of 
obtaining  telephone  service  and  would  rather  have  the 
service  of  the  Wisconsin  Telephone  Company  than  none, 
but  that  they  preferred  the  Chippewa  County  Telephone 
Company's  service,  and  upon  finding  that  that  company 
was  ready  to  extend  to  them  they  no  longer  desired  the 
Wisconsin  Telephone  Company's  service.  It  was  further 
stated  that  since  nothing  was  done  in  the  way  of  an  exten- 
sion to  them  in  1913,  when  the  first  contracts  with  the 
Wisconsin  Telephone  Company  were  signed,  the  witnesses 
were  doubtful  as  to  whether  that  company  would  ever  be 
ready  to  reach  them,  and  they  were  therefore  the  more 
ready  to  negotiate  with  the  Chippewa  County  Telephone 
Company.  Evidence  was  introduced  to  the  effect  that  the 
Chippewa  County  Telephone  Company  was  the  first  to 
occupy  territory  in  the  town  of  Anson  and  had  the  pre- 
ponderating number  of  rurai  subscribers  in  that  town; 
that  the  Wisconsin  Telephone  Company  did  not  extend  into 
any  part  of  the  town  of  Anson  until  the  summer  of  1913, 
beginning  its  line  shortly  before  the  pa'ssage  of  the  stat- 
ute restricting  the  extension  of  telephone  lines  and  com- 
pleting the  line  soon  after  the  law  became  eflfective.  The 
witnesses  stated  that  they  frequently  desired  to  converse 
with  persons  located  on  the  Chippewa  County  Telephone 
Company's  line  in  Chippewa  Falls  and  other  points 
reached  on  that  line,  and  especially  with  persons  located  on 
neighboring  farms  in  the  town  of  Anson  which  are  sup- 
plied with  Chippewa  County  service.  There  is  no  physical 
connection  of  any  kind  between  the  lines  of  the  two. 
companies. 

Under  such  circumstances  as  are  disclosed  by  the  evi- 
dence in  this  case,  it  seems  that  the  preference  of  the 
persons  most  concerned  with  the  use  of  the  extension 
should   be   given   considerable    weight.     From   the   geo- 
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-graphical  point  of  view,  there  is  no  choice  between  the  two 
companies,  since  both  would  have  about  an  equal  length 
of  line  to  construct.  The  territory  is  entirely  new  to  both 
companies,  so  that  neither  will  have  to  have  its  existing 
investment  in  any  way  impaired  by  the  extension  of  the 
other.  The  preference  of  the  proposed  subscribers  seems 
to  be  unanimously  for  the  Chippewa  County  Telephone 
Company's  line,  and  this  preference  was  shown  not  only 
in  their  signing  contracts  and  in  a  signed  statement  filed 
as  an  exhibit  in  the  case,  but  by  the  oral  testimony  which 
was  given  by  several  of  them  and  was  subjected  to  cross- 
examination  by  the  attorney  for  the  Wisconsin  Telephone 
Company.  In  a  situation  of  this  kind,  consideration  may 
well  be  given  to  some  matters  that  may  be  quite  extraneous 
to  the  issue  in  case  an  actual  duplication  of  lines  is  con- 
templated; for  instance,  the  preponderance  of  the  sub- 
scribers of  one  company  in  the  territory  in  question,  the 
number  and  local  importance  of  the  points  that  can  be 
reached  without  the  use  of  toll  lines,  the  relative  length 
of  time  the  two  companies  have  been  operating  in  the 
surrounding  territory,  and  the  business  and*  social  habits 
and  needs  of  the  individuals  who  are  to  use  the  new  ser- 
vice, all  are  matters  of  some  importance.  This  is  especially 
true  where,  as  in  the  present  case,  there  is  no  physical 
connection  between  the  lines  of  the  two  companies.  In 
favor  of  the  Wisconsin  Telephone  Company,  it  may  be 
said  that  that  company  apparently  displayed  the  greater 
diligence  in  securing  the  subscribers;  and  in  many  cases 
where  two  companies  are  competing  for  entrance  into  the 
same  unoccupied  territory,  the  enterprise  of  one  company 
in  soliciting  business  may  give  it  a  decided  equitable  ad- 
vantage over  another  company.  In  this  case,  however,  it 
is  the  opinion  of  the  Commission  that  the  consideration 
which,  from  the  point  of  view  of  public  convenience  and 
necessity,  favor  the  extension  of  the  Chippewa  County 
company's  line  to  the  subscriber  in  question,  outweigh 
those  in  favor  of  the  Wisconsin  Telephone  Company. 

It  is  quite  apparent  that  there  is  no  necessity  for  the 
extensions  of  both  the  companies  into  the  territory  in 
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question.  The  preponderance  of  the  evidence  seems  to 
favor  the  proposition  that  the  service  of  the  Chippewa 
County  Telephone  Company  is  likely  to  satisfy  the  public 
convenience  and  necessity  better  than  that  of  the  Wis- 
consin Telephone  Company.  Since  both  companies  have 
complied  with  the  legal  requirements  precedent  to  the  ex- 
tension by  filing  the  notices  required  by  law,  the  conclusion 
that  public  convenience  and  necessity  require  the  service 
of  the  Chippewa  County  line  necessarily  results  in  the 
further  conclusion  that  public  convenience  and  necessity 
do  not  require  the  line  of  the'  Wisconsin  Telephone 
Company. 

The  Chippewa  County  Telephone  Company  has  sug- 
gested two  alternative  routes  for  its  extension  to  reach 
the  eight  subscribers  involved  in  the  branch  of  the  case 
now  under  consideration.  One  of  these  would  parallel  the 
Wisconsin  Telephone  Company's  line  for  about  half  a  mile 
and  the  Cadott  Telephone  Company  for  a  mile  and  a  half 
before  reaching  the  point  where  it  would  enter  new  terri- 
tory and  take  on  subscribers  of  its  own.  Since  no  sub- 
scribers of  the  Cadott  Telephone  Company  are  to  be  dis- 
turbed as  the  result  of  the  extension  made  in  this  case,  it 
is  highly  preferable  that  so  much  paralleling  of  line 
should  be  avoided  if  another  route  is  feasible.  While  the 
duplication  of  service  rather  than  the  actual  paralleling 
of  lines  is  the  thing  principally  to  be  avoided  in  a  con- 
struction of  new  telephone  lines,  the  extension  of  a  parallel- 
ing line  from  which  no  service  is  permitted  to  be  given 
to  the  persons  living  along  it  is  likely  to  lead  to  friction 
and  dissatisfaction,  while  the  actual  incumbering  of  the 
highway  and  close  proximity  of  wires  is  also  likely  to  be 
unsatisfactory.  The  second  route  proposed  by  the  Chip- 
pewa County  company,  therefore,  is  the  one  which  seems 
to  the  Commission  to  be  preferable.  This  route  involves 
practically  no  paralleling  of  any  line  which  is  now  fur- 
nishing local  service  to  subscribers.  The  route  thus  pro- 
posed will  follow  the  north  and  south  road  along  or  near 
which  the  proposed  subscribers  live,  will  then  run  west  on 
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the  center  lines  of  Sections  17  and  18  of  the  town,  thence 
north  a  little  less  than  a  mile  to  a  point  on  the  boundary 
of  Section  7,  where  the  existing  line  of  the  Chippewa 
County  will  be  joined. 

Since  the  proposals  of  both  the  Wisconsin  Telephone 
Company  and  the  Chippewa  County  Telephone  Company 
are  considered  to  be  amended  so  as  to  eliminate  the  per- 
sons residing  along  the  line  of  the  Cadott  Telephone  Com- 
pany, no  finding  will  be  made  with  respect  to  them.  These 
subscribers  are  the  ones  designated  as  follows  in  the  map 
filed  by  the  Wisconsin  Telephone  Company :  Three  in  the 
north  half  and  one  in  the  southwest  quarter  of  Section  29, 
two  in  the  southeast  quarter  of  Section  20,  and  two  in  the 
north  half  of  Section  28.  No  finding  need  be  made  as  to 
the  four  subscribers  to  whom,  as  already  stated,  the  Wis- 
consin Telephone  Company  is  to  be  permitted  to  extend, 
being  those  shown  on  the  company's  map  in  the  southwest 
quarter  of  Section  19,  the  northeast  and  southwest  quar- 
ters of  Section  23,  and  the  northeast  quarter  of  Section  14 ; 
nor  will  any  finding  be  made  as  to  the  three  subscribers  in 
the  northern  group  and  the  eight  in  the  southern  group 
to  whom  the  Chippewa  County  Telephone  Company  is  to 
extend.  As  to  such  subscribers,  authority  vests  in  the 
respective  companies  by  operation  of  law  to  proceed  with 
the  extensions  as  soon  as  the  twenty-day  limit  fixed  by  the 
statute  has  expired. 

We,  therefore,  find  and  determine,  That  public  conven- 
ience and  necessity  do  not  require  the  extensions  of  the 
Wisconsin  Telephone  Company's  line  as  proposed  by  said 
company  in  the  town  of  Anson,  Chippewa  County,  Wis- 
consin, so  far  as  such  extensions  would  reach  subscribers 
located  as  follows:  One  in  Section  17,  one  in  the  north 
half  of  Section  20,  one  in  the  southeast  quarter  of  Sec- 
tion 29,  one  in  Section  32,  one  in  Section  16  and  one  in  the 
southwest  quarter  of  Section  28,  in  said  town  of  Anson. 

Dated  this  twenty-sixth  day  of  May,  1914. 
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In  the  Matter  op  the  Application  of  the  Sevastopol 

Farmers  Telephone  Company  for  a  Certificate  of 

Public  Convenience  and  Necessity. 

U  — 315. 

Decided  June  2,  1914. 

Public  Ck>nveiiiience  and  Necesslly — Inyasion  of  Occupied  Field — ^Inade- 
quate Service. 

Held:  That  in  a  case  like  the  present,  where  inadequate  service  is 
shown  to  exist,  but  where  nevertheless  no  steps  have  been  taken  to  secure 
the  exercise  of  the  Commission's  powers  for  the  correcting  of  the  inade- 
quacy, the  entrance  of  a  new  company  into  territory  already  occupied  and 
fully  covered  by  existing  companies  is  ordinarily  not  required  by  public 
convenience  and  necessity. 

The  Commission  was  unable  to  find  that  public  convenience  and  neces- 
sity required  construction  of  the  lines  proposed.* 

Opinion  and  Decision. 

The  application  in  this  case  relates  to  a  proposed  tele- 
phone system  to  be  constructed  north  from  Sturgeon  Bay, 
Door  County,  Wisconsin,  into  the  towns  of  Sevastopol,  Egg 
Harbor  and  Jacksonport.  The  construction  of  this  line 
was  opposed  by  the  Door  County  Telephone  Company  and 
by  Matt  Peffer,  each  of  whom  owns  and  operates  rural  tele- 
phone lines  in  the  same  towns.  The  hearing  was  held  upon 
the  matter  at  Sturgeon  Bay  on  February  24, 1914,  at  which 
the  applicant  was  represented  by  H.  M.  Ferguson  and  the 
objectors  by  TF.  W.  Wagener. 

The  proposed  new  line  is  plainly  intended  as  a  substitute 
for  the  existing  lines  in  the  towns  directly  north  of  Stur- 
geon Bay.  The  route  laid  out  by  the  applicant  company 
involves  the  paralleling  on  the  same  highways  of  the  two 
existing  lines,  for  practically  the  entire  length  of  the  pro- 
posed new  line.  A  few  branches  of  the  line  would  enter 
new  territory  for  a  mile  or  two  but  by  far  the  greater  por- 
tion of  the  new  line  would  cover  territory  already  served. 
At  the  time  of  the  hearing,  about  thirty  subscribers  had 
been  obtained  for  the  line,  and  it  was  stated  that  about 


*  Editor's  headnote. 

Digitized  by  LjOOQIC 


Application  of  SBVASsepoL  Fabmers  Telephone  Co.    545 
C.  L.  32] 

two-thirds  of  these  were  already  subscribers  on  one  or  the 
other  of  the  existing  lines.  The  new  company,  like  the 
two  already  in  existence,  would  expect  to  have  its  switch- 
ing done  by  the  Wisconsin  Telephone  Company  in  the  city 
of  Sturgeon  Bay,  and  have  no  central  office  of  its  own. 

Of  the  two  lines  already  existing  in  the  northern  part  of 
Door  County,  that  owned  by  the  Door  County  Telephone 
Company  is  the  more  extensive.  Door  County  consists  of 
a  long  peninsula  jutting  out  into  Lake  Michigan  and,  north 
of  Sturgeon  Bay,  the  peninsula  is  generally  not  more  than 
seven  or  eight  miles  across.  The  Door  County  Telephone 
Company  has  six  circuits,  all  grounded.  Two  of  these  run 
from  Sturgeon  Bay  to  the  very  end  of  the  peninsula  on  each 
side,  forming  a  complete  circuit  around  the  northern  end  of 
the  county.  The  other  four  lines  are  shorter,  and  cover 
most  of  the  intervening  territory.  The  proposed  line  of  the 
applicant  would  extend  for  some  distance  along  each  side 
of  the  peninsula  and  would  cover  considerable  territory  in 
the  interior.  The  new  company's  lines  on  the  two  sides  of 
the  peninsula  would  parallel  for  their  entire  distance  the 
lines  of  the  Door  County  Telephone  Company,  and  the  lines 
in  the  interior  of  the  county  would  also  parallel  for  the  most 
part  the  various  interior  lines  of  the  Door  County  Tele- 
phone Company. 

The  lines  owned  by  Matt  Peffer  extend  from  Sturgeon 
Bay  to  the  northeast  for  perhaps  sixteen  miles  with  a  few 
side  branches.  In  general,  they  serve  the  interior  of  the 
peninsula  rather  than  either  of  its  shore  lines,  and  they  do 
not,  except  for  short  stretches,  parallel  the  Door  County 
Telephone  Company's  lines  on  the  same  highway.  The 
proposed  new  line  would,  however,  parallel  the  greater  part 
of  the  Peffer  line. 

The  organization  of  the  new  company  and  the  proposed 
construction  of  a  competing  line  appear  from  the  evidence 
to  be  the  result  of  a  state  of  great  dissatisfaction  with  the 
service  of  both  the  existing  companies.  The  statements  of 
various  subscribers  and  former  subscribers  of  the  two  com- 
panies describing  the  reasons  for  this  dissatisfaction  cover 
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many  pages  of  testimony.  The  lines  of  both  the  existing 
utilities  are  grounded  and  the  trouble  due  to  cross  talk  and 
buzzing  of  the  lines  was  stated  to  be  particularly  acute. 
There  are  a  number  of  rural  telephone  lines  running  into 
Sturgeon  Bay  from  the  south,  all  centering  in  the  Wiscon- 
sin Telephone  Company's  switchboard,  and  the  evidence 
shows  that  cross  talk  from  these  southerly  lines  often  makes 
trouble  with  those  attempting  to  use  the  northern  lines. 
Frequent  crossing  of  wires,  owing  to  their  slack  condition, 
was  also  mentioned.  There  was  evidence  to  the  effect  that 
persons  who  had  asked  for  the  installation  of  telephones  had 
been  required  to  wait  many  months  for  service.  There  was 
also  evidence  that  the  lines  would  at  times  be  out  of  use 
entirely  for  several  days.  In  fact,  at  the  time  of  the  hear- 
ing, the  Matt  Peffer  line  had  been  out  of  service  for  three 
days.     Mr.  Peffer  himself  testified  as  to  one  of  his  lines : 

*  *  I  gave  up  trying  to  give  that  line  good  service ;  I  could 
not  do  it ;  I  tried  my  best  and  I  could  not  give  them  ser- 
vice.'' 

The  two  objecting  companies  introduced  evidence  tend- 
ing to  show  the  care  with  which  they  attended  to  trouble 
on  their  lines.  The  Door  County  Telephone  Company  has 
two  trouble  men,  one  residing  at  Sturgeon  Bay,  and  one  in 
the  northern  part  of  the  county,  and  they  testified  that  it 
was  their  practice  to  attend  to  trouble  as  soon  as  possible 
after  it  was  reported  to  them,  going  out  usually  on  the  same 
day,  or  the  following  day.  On  the  Peffer  line,  trouble  is 
attended  to  by  Mr.  Peffer  himself  or  by  an  employee,  de- 
pending on  the  location  of  the  trouble.  The  local  manager 
of  the  Wisconsin  Telephone  Company  at  Sturgeon  Bay  tes- 
tified that  whenever  a  line  or  an  instrument  was  found  by 
an  operator  to  be  out  of  order  the  fact  was  immediately  re- 
ported to  the  proper  person  for  correction  of  the  trouble. 
Both  Mr.  Peffer  and  the  officers  of  the  Door  County  Tele- 
phone Company  testified  that  the  lines  of  their  respective 
companies  were  about  to  be  changed  from  grounded  to 
metallic  service,  but  the  conmaencement  of  the  work  in  this 
direction  was  being  delayed  pending  the  result  of  this  case. 
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The  evidence  seemed  quite  clearly  to  show  a  condition 
of  unsatisfactory  service  on  the  part  of  both  the  companies 
at  various  times.  How  far  the  inadequacy  of  service  is  due 
to  carelessness  or  neglect  on  the  part  of  the  companies,  how 
far  it  may  be  ascribed  to  inattention  by  subscribers  or  even 
tampering  with  the  lines,  and  how  far  it  is  the  result  of  nat- 
ural and  unpreventable  causes,  is  not  clear.  The  entire 
situation  with  resx)ect  to  the  service  of  the  two  companies 
will  bear  investigation.  If*  as  one  witness  suggested,  tiie 
poles  of  the  Door  County  Telephone  Company  are  too  small 
or  are  partly  rotted  away,  or  if  the  wires  are  too  slack  or 
connections  are  improperly  made,  these  are  physical  diffi- 
culties that  can  be  determined  and  remedied.  If  the  situ- 
ation is  such  as  to  require  the  metallicizing  of  the  lines  or 
other  precaution  to  protect  them  from  cross  talk  and  other 
noises,  there  is  no  reason  why  these  matters  cannot  also  be 
attended  to  as  soon  as  the  exact  situation  has  been  deter- 
mined and  the  requisite  engineering  knowledge  has  been 
applied  to  it. 

All  of  these  matters,  however,  do  not  seem  to  present  a 
justification  for  the  establishment  of  a  new  telephone  sys- 
tem paralleling  and  competing  with  the  existing  lines  and 
inevitably  depriving  them  of  a  large  amount  of  their  busi- 
ness. The  public  utility  law  provides  an  adequate  way  of 
obtaining  good  service  just  as  it  provides  a  remedy  for  ex- 
cessive rates.  The  existing  companies  have  not  evidenced 
any  intention  to  abandon  the  business  in  which  they  are 
engaged  or  shown  by  their  attitude  that  they  are  indiflferent 
to  the  quality  of  service  they  give,  or  are  willing  to  let  the 
public  suffer  indefinitely  from  poor  service.  These  com- 
panies have  shown  a  disposition  to  improve  the  quality  of 
service  and  to  take  care  of  trouble  when  it  arises.  If  ttis 
is  not  done  promptly  enough  or  with  sufficient  skill  to  make 
the  attempted  improvement  effective,  it  is  the  duty  of  the 
companies  to  mend  their  ways  and  the  duty  of  this  Commis- 
sion to  see  that  the  service  is  actually  made  adequate. 

The  testimony  presented,  at  the  hearing  offers  a  sufficient 
basis  for  a  general  investigation  on  motion  of  the  Commis- 
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sion  of  the  service  of  the  Door  County  Telephone  Company 
and  the  Matt  Peffer  telephone  line,  and  a  notice  of  such  in- 
vestigation is  being  issued  and  sent  to  the  parties  with  this 
decision.  If  it  should  develop  that  for  any  reason  adequate 
service  cannot  be  had  from  the  existing  utilities,  there 
might  then  be  occasion  for  the  entrance  of  a  new  company 
into  the  field. 

It  is  the  opinion  of  the  Commission  that  in  a  case  like  the 
present,  where  inadequate  service  is  shown  to  exist,  but  no 
steps  have  been  taken  to  secure  the  exercise  of  the  Commis- 
sion's  powers  for  the  correcting  of  the  inadequacy,  the 
entrance  of  a  new  company  into  territory  already  occupied 
and  fully  covered  by  existing  companies  is  ordinarily  not 
required  by  public  convenience  and  necessity.  The  impair- 
ment of  existing  investments  must  have  better  justification 
than  the  existence  of  defects  in  service,  which,  for  all  that 
appears  in  the  evidence,  may  be  easily  capable  of  correction 
when  the  proper  steps  have  been  taken. 

Mention  was  made  in  the  application  of  the  Sevastopol 
Farmers  Telephone  Company  of  the  excessiveness  of  the 
rates  of  the  existing  companies.  Little  evidence  on  this 
point  was  produced  at  the  hearing.  It  appears  that  the 
rural  rate  of  the  Door  County  Telephone  Company  is 
$18.00  and  that  of.  the  Matt  Peffer  line  is  $15.00  for  resi- 
dences and  $18.00  for  business  places.  There  is  nothing  in 
the  evidence  to  indicate  whether  these  rates  are  excessive 
or  not,  but  if  they  were  excessive  the  normal  remedy  would 
be  a  complaint  to  the  Commission  rather  than  the  organiza- 
tion of  a  competing  company. 

For  the  reasons  given  the  Commission  is  unable  to  find 
that  public  convenience  and  necessity  require  the  construc- 
tion of  the  lines  proposed  by  the  Sevastopol  Farmers  Tele- 
phone Company,  and  therefore  no  certificate  will  be  issued. 

Dated  at  Madison,  Wisconsin,  this  second  day  of  June, 
1914. 
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In  the  Matter  of  the  Application  of  the  Western  Craw- 
ford County  Farmers'  Mutual  Telephone  Company 
FOR  Authority  to  Establish  a  Checking  Station 
WITHIN  THE  City  of  Prairie  du  Chien  and  for  Connec- 
tion OF  Such  Station  with  All  Other  Telephone 
Systems  Operating  in  Said  City. 

U  — 318. 

Decided  June  9,  1914, 

PnbUc   Convenience  and  Necessity  —  Extension  of  Lines  Into   Occupiea 

Territory. 

Upon  petition  for  the  installation  of  a  checking  station  in  Prairie  du 
Chien,  the  petitioner  contended  that  it  had  a  right  to  install  this  station 
and  also  other  telephone  stations  within  the  city,  because  it  had,  prior 
to  the  passing  of  Chapter  610,  Laws  of  1913,  installed  telephones  in 
said  city.  It  appeared  that  the  telephones  in  question  were  used  for 
the  purpose  of  communicating  with  petitioner's  rural  subscribers  and 
not  for  the  purpose  of  communicating  with  each  other  within  the  city. 

Held:  That  the  petitioner  has  no  right  to  increase  the  number  of  its 
telephone  stations  in  the  city  of  Prairie  du  Chien  except  upon  a  showing 
that  public  convenience  and  necessity  require  another  telephone  exchange 
within  the  city  for  the  purpose  of  rendering  local  service. 

The  Commission  found  that  in  the  instant  case  public  convenience  and 
necessity  did  not  require  the  installation  of  such  an  additional  exchange. 

Installation  of  Oliecking  Station. 

Upon  considering  the  question  of  the  installation  of  a  checking  station 
to  check  and  handle  all  traffic  between  the  Union  Telephone  Company  and 
the  petitioner,  the  Commission  found  the  present  facilities  to  be  such  that 
all  calls  are,  or  readily  can  be,  checked  without  additional  expense  or  in- 
convenience. 

Held:  That  the  need  of  a  checking  station,  as  asked  for  by  the  peti- 
tioner, was  not  apparent.* 

Opinion  and  Decision. 

The  substance  of  the  petition  is  in  effect  that  it  has  tele- 
phone lines  extending  in  various  parts  of  Crawford  County 
which  are  connected  with  either  of  one  of  two  lines  which 
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nin  into  the  city  of  Prairie  du  Chien  and  they  connect  at  a 
common  station.  It  has  several  subscribers  in  the  city  of 
Prairie  du  Chien  including  the  County  Board  of  Super- 
. visors  which  has  a  telephone  installed  in  the  court  house. 
By  virtue  of  an  order  of  the  railroad  Commission  the  peti- 
tioner was  obliged  to  connect  its  lines  with  the  telephone 
exchange  operating  within  the  city  of  Prairie  du  Chien. 
Under  the  circumstances  the  petitioner  desires  to  establish 
a  checking  station  within  said  city  for  the  purpose  of  super- 
vising the  joint  business  of  the  companies  with  which  it  is 
connected.  Incidentally  upon  the  hearing  it  was  stated  that 
the  petitioner  might  have  a  right  to  establish  this  telephone 
as  well  as  other  telephones  in  the  city  of  Prairie  du  Chien 
because  of  'phones  that  it  had  installed  in  said  city  prior  to 
the  enactment  of  Chapter  610,  Laws  of  1913.  This  chapter 
amended  Section  1797m-74  that  as  amended  it  reads  as 
follows : 

"  No  telephone  exchange  for  furnishing  local  service  to  subscribers 
within  any  village  or  city  shall  be  installed  in  such  village  or  city  by  any 
public  utility,  other  than  those  already  furnishing  such  telephone  service 
therein  ♦  ♦  ♦  except  that  any  public  utility  already  engaged  in 
furnishing  local  service  to  subscribers  within  any  city  or  village  may 
extend  its  exchange  within  such  city  or  village  without  the  authority  of 
the  Commission/' 

In  the  instant  case  the  few  telephones  of  the  petitioner 
located  in  the  city  of  Prairie  du  Chien  are  used  for  the  pur- 
pose of  the  subscribers  communicating  with  the  petitioner's 
rural  subscribers  and  not  for  the  purpose  of  communicat- 
ing with  each  other  within  the  city.  The  case  is  analogous 
to  that  of  the  Citizens  Telephone  Company  of  Eau  Claire 
against  the  Railroad  Commission  of  Wisconsin^  146  North- 
western 798.  In  the  Eau  Claire  case  occasionally  the  sub- 
scribers within  the  city  of  Eau  Claire  used  the  lines  of  the 
Chippewa  County  Telephone  Company  for  inter-communi- 
cation. The  lines  of  the  Chippewa  company  were  prima- 
rily used  by  its  Eau  Claire  subscribers  for  communicating 
with  its  rural  subscribers  and  its  subscribers  in  the  city  of 
Chippewa  Falls.  The  Wisconsin  Telephone  'Company  main- 
tained a  local  exchange  within  the  city  of  Eau  Claire  and 
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had  approximately  2,000  subscribers.  The  Chippewa 
County  Telephone  Company  had  but  28  subscribers  in  the 
city  of  Eau  Claire.    The  court  says : 

"  The  Chippewa  company,  it  appears,  solicited  subscribers  in  Eau  Claire 
for  out  of  town  business,  and  the  subscribers  testify  they  made  their  sub- 
scription upon  this  understanding.  *  *  *  It  is  evident  that  the  local 
service  actually  rendered  at  Eau  Claire  was  in  the  nature  of  an  occasional 
accommodation  to  the  subscribers  in  the  city  and  was  incidental  to  the 
rural  and  toll  line  service  of  the  company.  The  evidence  given  by  sub- 
scribers tends  strongly  to  support  this  conclusion.  We  are  persuaded  by 
the  evidence  in  the  record  that  the  Chippewa  company  at  no  time  operated 
a  local  telephone  exchange  in  the  city  of  Eau  Claire  for  furnishing  tele- 
phone service  to  subscribers  in  the  city  within  the  meaning  of  the  pro- 
vision of  Section  1797m-74." 

Upon  the  authority  of  the  Eau  Claire  case,  it  is  dear  that 
the  petitioner  has  no  right  to  increase  the  number  of  its 
telephones  in  the  city  of  Prairie  du  Chien  except  upon  a 
showing  that  public  convenience  and  necessity  require  an- 
other telephone  exchange  within  the  city  for  the  purpose  of 
rendering  local  service.  As  the  petitioner's  subscribers 
have  now  the  means  of  conamunicating  with  the  subscribers 
of  the  local  exchange  in  the  city,  there  is  no  necessity  for 
any  citizen  to  subscribe  to  petitioner's  system  as  he  can 
obtain  conununication  with  petitioner's  subscribers  through 
the  local  exchange. 

Turning  to  the  question  of  installing  a  checking  station  in 
the  city  of  Prairie  du  Chien,  to  be  used  to  check  and  handle 
all  traflSc  between  the  Union  Telephone  Company  and  the 
Western  Crawford  County  Farmers'  Mutual  Telephone 
Company,  we  shall  consider  briefly  the  situation  disclosed 
by  the  investigation.  It  appears  that  at  the  present  time 
there  are  only  two  lines  within  the  city  limits  where  check- 
ing would  be  requirevi.  One  of  these  lines  is  a  clear  line  to 
Eastman.  The  other  is  a  dear  line  to  Bridgeport.  The  line 
between  Prairie  du  Chien  and  Eastman  is  jointly  owned, 
that  is,  that  portion  of  the  line  between  the  city  limits  of 
Prairie  du  Chien  and  the  Union  Telephone  Company's  ex- 
change is  owned  by  the  latter  company,  and  that  portion  of 
the  line  in  the  rural  districts  is  owned  by  the  Mutual  com- 
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pany.  The  line  between  Prairie  du  Chien  and  Bridgeport 
is  the  property  of  the  Tri-state  Telephone  Company  and  is 
leased  to  the  Union  Telephone  Company.  Besides  these 
two  lines,  the  Mutual  company  has  one  line  entering  Prairie 
du  Chien  with  the  station  located  in  the  court  house.  This 
same  company  also  has  a  line  extending  froift*  Eastman  to 
the  city  limits  of  Prairie  du  Chien  which  has  between  30  and 
40  subscribers.  The  regular  service  offered  by  the  Union 
Telephone  Company  is  continuous  throughout  the  night  and 
day;  that  of  the  Mutual  company  is  available  from  6  a.  m. 
to  about  8  or  9  p.  m.  The  rate  between  Bridgeport  and 
Prairie  du  Chien  is  5  cents  either  outgoing  or  incoming  on 
either  exchange.  The  rate  charged  by  the  Union  Tele- 
phone Company  between  Eastman  and  Prairie  du  Chien  is 
3  cents  except  to  parties  who  pay  a  switching  fee,  in  which 
case  no  charge  is  made.  The  incoming  and  outgoing  calls 
between  Prairie  du  Chien  and  Bridgeport  are  checked  both 
at  the  originating  and  terminating  station.  The  op)erators 
at  both  stations  compare  checkings  each  day.  The  operator 
at  Bridgeport  is  employed  and  paid  by  the  Mutual  company. 
The  Prairie  du  Chien-Eastman  calls  outgoing  from  Prairie 
du  Chien  are  checked  by  the  Union  company  but  are  not 
checked  by  the  Mutual  company,  but  could  be  so  checked  if 
a  check  is  desired.  The  Prairie  du  Chien-Eastman  calls  in- 
coming at  Prairie  du  Chien  are  checked  by  both  companies. 
The  operator  at  Eastman  is  an  employee  of  the  Mutual  com- 
pany. The  operators  of  both  companies  compare  checkings 
every  day.  Under  the  circumstances  it  is  apparent  that  the 
present  facilities  are  such  that  all  calls  are,  or  readily  can 
be,  checked  without  additional  expense  or  inconvenience. 
The  need  of  such  a  checking  station  as  that  asked  for  by  the 
Mutual  company  is,  therefore,  not  apparent.  However, 
should  it  occur  in  the  future  that  some  loaded  line  be  ex- 
tended to  the  city  of  Prairie  du  Chien  and  be  connected  to 
the  Union  Telephone  Company's  switchboard,  such  ex- 
tended line  being  a  part  of  the  Mutual  company's  system, 
such  a  checking  station  might  then  become  necessary. 
Some  arrangement  would  then  have  to  be  made  whereby 
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calls  on  such  a  line  could  be  classified.  As  the  checking  of 
traffic  between  the  two  companies  is  now,  or  readily  can 
be,  satisfactorily  accomplished  without  any  additional 
facilities  or  expense,  it  appears  that  the  location  of  a 
checking  station  within  the  city  of  Prairie  du  Chien 
would  be  superfluous  and  cause  unnecessary  expenditure 
of  money.  For  the  reasons  stated  the  petition  will  be  dis- 
missed. 

Now,  therefore,  it  is  ordered,  That  the  petition  be,  and 
the  same  is,  hereby  dismissed. 

Dated  at  Madison,  Wisconsin,  this  ninth  day  of  June, 
A.  D.  1914. 
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Regulations  to  Govekn  the  Recording  and  Reporting  op 
All  Extensions  and  Improvements  or  Other  Changes 
IN  THE  Physical  Property  of  Every  Common  Carrier. 
Valuation  Order  No.  3. 

Dated  June  25,  1914, 

Order. 

The  subject  of  a  uniform  system  for  reporting  invest- 
ment in  the  physical  property  of  every  common  carrier 
subject  to  the  provisions  of  the  Act  to  Regulate  Commerce 
being  under  consideration,  the  following  order  was  en- 
tered : 

It  is  ordered,  That  the  regulations  to  govern  the  record- 
ing and  reporting  of  investment  in  physical  property  of 
every  common  carrier  subject  to  the  provisions  of  the  Act 
to  Regulate  Commerce,  which  are  set  out  in  printed  form  to 
be  hereafter  known  as  first  issue,  a  copy  of  which  is  now 
before  this  Commission,  be,  and  the  same  are  hereby,  ap- 
proved; that  a  copy  thereof  duly  authenticated  by  the 
Secretary  of  the  Commission,  be  fildd  in  its  archives,  and 
a  second  copy  thereof,  in  like  manner  authenticated,  in 
the  office  of  the  Division  of  Valuation;  and  that  each  of 
said  copies  so  authenticated  and  filed  be  deemed  an  origi- 
nal record  thereof. 

It  is  further  ordered^  That  the  said  regulations  be,  and 
the  same  are  hereby,  prescribed  for  the  use  of  the  afore- 
said carriers  in  the  preparation  of  reports  of  investment 
in  physical  property  required  by  the  Commission  to  be 
filed  with  it  in  accordance  with  Section  19a  of  the  Act  to 
Regulate  Commerce;  that  each  and  every  such  carrier 
and  each  and  every  receiver  or  operating  trustee  of  any 
such  carrier  be,  and  is  hereby,  required  to  prepare  and 
furnish  to  the  Commission  reports  of  investment  in  phys- 
ical property  in  conformity  therewith;  and  that  a  copy 
of  said  first  issue  be  sent  to  each  and  every  carrier  affected 
thereby  and  to  each  and  every  receiver  or  operating  trus- 
tee of  any  such  carrier. 

It  is  further  ordered,  That  each  and  every  carrier  of  the 
class  hereinbefore  described  and  referred  to  and  each  and 
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every  receiver  or  operating  trustee  of  any  sucli  car- 
rier whose  property  is  inventoried  as  of  June  30,  1914, 
shall  be,  and  is  hereby,  required  to  file  with  the  Commis- 
sion, and  on  forms  which  will  hereafter  be  prescribed  and 
served  upon  the  carrier  as  a  part  of  this  order,  reports  for 
the  fiscal  year  ending  June  30,  1915,  and  for  each  suc- 
ceeding fiscal  year  thereafter;  that  carriers  whose  prop- 
erty is  inventoried  as  of  June  30  in  any  year  subsequent  to 
1914  shall  be,  and  are  hereby,  required  to  render  on  the 
forms  prescribed  for  that  purpose  reports  for  the  fiscal  year 
immediately  following  the  close  of  the  fiscal  year  at  June 
30  as  of  which  the  property  of  such  carriers  is  inventoried 
and  for  each  succeeding  fiscal  year  thereafter:  provided, 
That  each  and  every  carrier  of  the  class  described  and  re- 
ferred to  herein  and  whose  property  is  not  inventoried  as 
of  June  30,  1914,  and  each  and  every  receiver  or  operating 
trustee  of  any  such  carrier  shall  be,  and  is  hereby,  re- 
quired so  to  keep  the  accounts  and  records  of  the  carriers 
betAveen  June  30,  1914,  and  the  date  as  of  which  the  prop- 
erty of  such  carriers  is  inventoried  that  reports  in  ac- 
cordance with  the  regulations  herein  approved  and  pre- 
>wribed  can  be  prepared  therefrom  in  the  discretion  and 
at  the  direction  of  the  Commission.  The  Commission  wdll 
notify  each  carrier  in  wTiting  of  the  year  as  of  which  its 
])roperty  is  to  be  inventoried,  and  this  date  shall  govern 
in  the  application  of  this  order. 

It  is  further  ordered^  That  July  1,  1914,  be,  and  the 
same  is  hereby,  fixed  as  the  date  on  which  the  said  first 
issue  shall  become  effective. 

Synopsis. 
I.  General. 

1.  Intent. 

IT.  Records  to  be  kept  by  common  carriers. 

2.  Authorities. 

3.  Detailed  records  of  cost. 

IT  J.  Reports  to  be  filed  by  common  carriers. 

4.  Reports  of  completed  woA. 

5.  Reports  of  uncompleted  work. 

IV.  Reports  shall  be  supported  by  maps  or  plans. 

6.  Reports  of  extensions. 

7.  Reports  of  improvements  or  other  changros. 
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I.      GENERALr. 

1.    Intent. 

In  order  that  the  Interstate  Commerce  Commission  may 
investigate,  ascertain,  report,  and  record  the  value  of 
property  of  every  common  carrier,  subject  to  the  pro- 
visions of  the  Act  to  Regulate  Commerce,  as  such  property 
may  be  extended,  improved,  or  changed,  after  June  30, 
1914,  it  is  essential  that  certain  records  shall  be  prepared 
and  kept  by  the  carriers  in  their  offices  and  that  certain 
rei>orts  shall  be  filed  with  the  Interstate  Commerce  Com- 
mission. It  is  the  intent  of  these  regulations  to  prescribe 
a  uniform  method  of  recording  and  reporting  the  invest- 
ment in  extensions,  improvements,  or  other  changes,  in- 
cluding retirements,  of  physical  property. 


II.      RECORDS   TO   BE  KEPT   BY   COMMON   CARRIERS. 

2.  Authorities. 

Each  extension  and  improvement  or  other  change  in  the 
proi>erty  of  a  common  carrier  shall  be  covered  by  an  aw- 
thority  setting  forth  clearly  and  explicitly  the  general 
character  and  location,  quantities  and  amounts  involved  in 
the  extension  and  improvement  or  other  changes.  These 
authorities  shall  be  issued  by  executive  or  other  responsi- 
ble officers  of  carriers  in  numerical  order  and  separately 
for  owners,  and  states,  territories,  and.  the  District  of 
Columbia. 

3.  Detailed  Records  of  Cost. 

The  records  of  common  carriers,  covering  investment  in 
extensions,  improvements,  or  other  changes,  including  re- 
tirements, in  the  physical  property,  shall  be  kept  by  jobs, 
and  separately  by  owners,  and  states,  territories,  and  the 
District  of  Columbia  in  such  complete  detail  as  to  units  and 
quantities  of  the  material  and  labor  entering  therein  so  as 
to  show  a  unit  analvsis  of  their  cost. 
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in.      REPORTS    TO    BE   FILED    BY    COMMON    CARRIERS. 

4.  Reports  of  Co}yipleted  Work. 

Keports  of  authorized  jobs  wliicli  have  been  completed 
shall  be  made  within  six  months  after  the  completion 
thereof  upon  special  forms  which  will  be  later  prescribed 
by  the  Commission.  Such  reports  shall  be  summarized 
showing  distribution  by  primary  accounts  in  accordance 
with  the  Commission's  classifications.  Reports  and  sum- 
maries shall  be  made  by  jobs,  and  separately  by  o^\^lers, 
and  states,  territories,  and  the  District  of  Columbia.  The 
completion  reports  for  such  jobs  as  extend  over  two 
or  more  fiscal  years  shall  be  made  in  full  detail  for  the 
entire  period  covered  by  the  work  and  the  amounts  ex- 
pended in  each  fiscal  year  shall  be  stated  in  summary 
form. 

5.  Reports  of  Uncompleted  Work. 

Reports  of  authorized  jobs  which  have  not  been  com- 
pleted by  June  30  of  each  year  shall  be  made  in  summary 
form  only,  showing  the  cost  thereof  to  said  June  30  and 
distributed  by  accounts  in  accordance  with  the  Commis- 
sion's classifications.  Separate  summaries  shall  be  made 
by  owners  and  states,  territories,  and  the  District  of  Col- 
umbia, and  filed  with  the  Commission  not  later  than  six 
months  after  said  June  30. 

IV.    REPORTS  SHALL  BE  SUPPORTED  BY  MAPS  OR  PLANS. 

6.  Reports  of  Extensions, 

Reports  of  extensions  shall  be  accompanied  by  such 
maps,  profiles,  plans,  or  diagrams  as  are  required  by  the 
Commission's  specifications  applicable  to  such  extensions. 

7.  Reports  of  Improvements  or  Otlior  Changes. 
Reports  of  improvements  or  other  changes,  including  re- 
tirements, shall  be  accompanied  by  such  maps,  profiles, 
plans,  or  diagrams  as  may  be  necessarj'  to  show  their  gen- 
eral character. 
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COMMISSION  ORDEES,  RULINGS  AND  DECISIONS 
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GRAPH COMPANIES. 

[Xote:  '  Ounng  to  lack  of  sjxice,  only  summary  statements  of  many  of 
the  deeisione  inxx)h'ing  points  of  interest  are  printed  in  thk  Leaflet, —  Ed.] 

ARIZONA. 

Corporation  Commission. 

Arizona    Corporation    Commission    v.    Granite    Springs 
•  Water  Company,  Inc.,  C.  W.  Van  Dyke  and  I.  A.  Van 
Dyke. 

Docket  No.  69,  Sub.  1. 

Decirled  May  1,  1911. 

Reasonable  Bates. 

Tlie  following  points  of  interest,  among  others,  apj^ear  in  the  opinion 
of  the  Commission : 

ValmatiOB  ef  Seal  Estate. 

Real  estate  was  taken  at  the  value  plaecd  upon  it  by  local  pi'operty 
owners  and  real  estate  deakrs. 

Tools. 

"  *  *  ♦  tools  are  not  properly  includible  in  a  valuation  for  rate 
making  but  should  be  taken  care  of  by  allowing  the  depreciation  as  a  part 
of  the  operating  expenses;  •  •  *  the  expense  of  their  replacement 
coming  at  frequent  intervals     *     *     •." 

Oeneral  Contractor's  Profits  —  Piecemeal  Construction. 

The  Commission's  engineer  included  allowances  for  general  contractors 
profits  and  for  piecemeal  construction,  the  actual  construction  having 
been  decidedly  of  that  ciiaracter. 

Allowance  for  '*  Overhead." 

Fourteen  per  cent,  for  *^  overliead  *'  was  added  to  tlie  inventory'  value 
less  real  estate,  stationery  and  printing,  and  stores  and  supplies.  This 
percentage  was  composed  of: 

Engineering  and  supenision 6  per  cent. 

Interest  during  construction    5  per  cent. 

Omissions,  contingencies,  legal  exj)ense.  cost  of  organization    3  per  cent. 
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iKtanglUe  Valaes. 

*'  Dim  rcgrtrc!  is  given  to  the  fact  that  the  eoinpany  is  biit  jast  effieiging 
from  the  formative  period  of  its  existence,  and  the  cost  of  the  physical 
e(iuipmeiit  in  relation  to  the  total  cost  might  differ  from  such  relation 
when  sufficient  time  has  elapsed  to  put  the  plant  on  an  established  basis." 

Qoing  Table. 

"  Commissions  and  courts  have  recognized  a  difference  between  the  value 
of  a  water  system  in  operation  and  the  value  of  a  system  comprising 
identical  physical  equipment  but  without  consumers  or  business;  in  other 
words,  the  increment  of  vahie  corresponding  to  the  eost  of  eatabtishing  a 
system  as  a  *  going  concern '  the  same  being  entirely  disassociated  from 
any  element  of  *  good  will.' " 

$1,613  for  going  value  was  added  to  the  cost  of  reproduction  ($36,770) 
and  $1,458  to  the  present  value  ($33,^9),  which  totals  included  the  allow- 
anee  of  14  per  cent,  for  "  overiiead,"  but  excluded  real  estate,  stationery 
and  printing,  and  stores  and  supplies. 

WoilEing  CapitaL 

$3,500  was  allowed  for  working  capital,  $2,000  to  cover  delays  in  the 
prompt  payment  of  bDls  by  consumers  and  $1,500  for  a  bank  balance  and 
the  amount  necessary  to  conduct  business  for  thirty  days. 

AHowanee  for  Depredaticii. 
The  annual  allowance  for  depreciation  was  fixed  on  a  straiglit  line 
basis  at  3.5  per  cent,  of  the  value  of  the  depreciable  property. 

Bate  of  Return. 

The  Commission  held  that  a  reasonable  rate  of  return  under  the  local 
conditions  should  be  not  less  than  10  per  cent,  and  allowed  10  per  cent, 
on  the  present  value  of  the  tangible  and  intangible  property. 

Beductlon  of  Operating  Ezpensei  —  Methods  of  Operation. 

"  The  water  company  should  reduce  operating  costs.  In  event  any  in- 
crease of  operating  expenses  results  from  rates  charged  by  the  electric 
eompany  for  power,  an  order  of  this  Commission  will  issue  directing  a 
change  in  the  operation  from  electric  energy  to  distillate.'' 

Discontinuance  of  Service  for  Noa-Payment  of  Bills  —  Expensie  of  Discon- 
tinnance  and  Beanmption  of  Service. 

The  Commission  held  that  the  expense  occasioned  by  the  discontinuance 
of  service  in  order  to  enforce  the  payment  of  bills  should  be  borne  by  the 
consumer  causing  the  same,  and  established  a  charge  of  $1.00  for  the  re- 
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sumption  of  service  in  such  instances.     The  company  was  authorized  to 
discontinue  service  when  bills  were  not  paid  by  the  twentieth  day  of  the 
month  following  the  month  for  which  the  bill  was  rendered. 

Elimination  of  Meter  Rentals. 
The  Commission  expressed  'an  unvvillinj^iiess  to  permit  a  meter  rental 
cliarge  and  eliminated  this  charge  from  the  schedule. 

Senrlce  Connections. 

The  schedule  presciibed  by  the  Commission  provided  that  no  charge 
slioul'i  be  made  "  for  connections  from  the  water  main  to  the  property 
line.  This  expense  is  to  be  paid  by  the  water  company  and  charged  to 
the  proper  construction  account." 

Consumer's  Deposits. 
The  schedule  provided  that  the  company  might  demand  a  consumer's 
dei^osit  not  to  exceed  $5.00  for  residence  service  and  $10.00  for  business 
service,  8  per  cent,  interest  to  be  paid  thereon. 

Cancellation  of  BTlsting  Contracts. 
The  Commission's  order  provided  that  all  existing  contracts  not  in  con- 
formity therewith  should  be  cancelled  and  annulled  thereby. 

Denial  of  Applications  for  Beheaxing  and  Suspension  of  Order. 

Ou  May  15,  1914,  the  Commission  denied  the  respondents'  application 
for  a  rehearing  and  on  May  20,  1914,  the  respondents'  application  for 
suspension  of  the  order  was  denied.* 


I.  E.  Huffman,  Mayor,  et  ah,  v.  Tucson  Gas,  Electric 
Light  and  Power  Company, 

Docket  No.  4. 

Dated  May  S,  19 IL 

Approval  of  Compromise  between  Parties  Increasing  Bates  Fixed  by  Com- 
mission—  Bates  and  Bules  for  Street  Lighting  Service. 

Supplementary  Order. 
This  Commission  on  tlie  ninth  day  of  July,  1913,  issued 
its  opinion  and  orderf  in  the  above  entitled  ease,  making 


*  Editor's  syllabus  of  decision. 

t  Printed  in  Commission  Leaflet  No.  21.  at  page  725. —  Ed. 
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certain  findings  therein.  Subsequently  the  defendant 
brought  suit  in  the  Superior  Court  of  Maricopa  County, 
Arizona,  praying  that  said  order  be  vacated  and  set  aside, 
and  alleging  the  same  to  be  unjust  and  unfair,  and  that 
the  application  of  the  rates  and  charges  prescribed  in  said 
order  would  occasion  an  unlawful  confiscation  of  the  de- 
fondant's  property. 

Pending  such  litigation  and  prior  to  any  trial  or  hearing 
had  thereon,  the  complainant  and  defendant  filed  with  this 
office  a  joint  agreement  compromising  all  differences  rela- 
tive to  the  issues  presented  to  the  consideration  of  the 
Commission  in  the  above  entitled  case  and  further  agree- 
ing that  the  cause  pending  before  the  said  Superior  Court 
be  dismissed  by  the  Tucson  Gas,  Electric  Light  and  Power 
Company. 

Under  the  terms  and  provisions  of  said  agreement,  the 
following  rates  are  suggested  as  equitable  in  the  classifica- 
tion shown  therein: 

LIGHTING  RATES. 

For  a  monthly  consumption  of  8  kw.  h.  or  less $1  00 

For  the  first  100  kw.  h.  in  any  one  month $.12  per  kw.  h. 

For  the  next  200  kw.  h.  in  any  one  month 11  per  kw.  h. 

For  the  next  200  kw.  h.  in  any  one  month 09  per  kw.  h. 

For  the  next  500  kw.  h.  in  any  one  month 06  per  kw.  h. 

All  in  excess  of  1,000  kw.  h.  in  any  one  month 05  per  kw.  h. 

Said  agreement  carries  a  provision  that  said  schedule 
of  rates  shall  not  be  raised  under  any  circumstances  what- 
soever, and  further  provides  that  the  defendant  company- 
shall  supply  the  city  of  Tucson  fully  equipped,  and  shall 
maintain,  all  street  arc  lights  now  or  to  be  hereafter  used 
in  said  city  for  street  lighting  purposes,  at  such  places 
as  the  same  now^  are  or  may  hereafter  be  placed  by  the 
governing  authority  of  said  city,  of  the  same  or  similar 
type  of  street  arc  light  as  that  now  prevailing,  and  shall 
supply  electric  energy  for  lighting  the  same  for  a  period 
of  five  years  from  the  date  of  said  agreement  at  the  rate 
of  $76.00  per  annum  for  each  street  arc  light  so  supplied 
and  maintained. 
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The  city  of  Tucson  has  required  this  defendant  and  its 
associated  companies  to  make  large  expenditures  of  money 
in  said  city  for  paving  charges  and  cost  of  moving  poles 
and  wires  and  the  interests  of  both  complainant  and  de- 
fendant in  the  above  cause  seem  best  conserved  by  the 
approval  by  this  Commission  of  the  agreement  in  question 
and  the  dismissal  of  the  case  before  the  Superior  Court. 

It  is,  therefore,  ordered,  That  the  original  order  herein 
be  amended  to  conform  with  the  terms  and  provisions  of 
that  certain  agreement  made  between  the  parties  to  this 
cause,  and  that  said  agreement  is  hereby  approved,  until 
the  further  order  of  this  Commission  in  the  premises  made 
and  provided. 

This  order  shall  be  deemed  in  full  force  and  effect  from 
and  after  the  first  day  of  May,  1914. 

Dated  at  Phoenix,  Arizona,  this  eighth  day  of  May,  1914. 
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MASSACHUSETTS. 
Board  of  Gas  and  Electric  Light  Commissioners. 

Petition  of  the  HAVERHiLLr  Gas  Light  Company. 

Decided  June  8,  1914. 

Issuance  of  Capital  Stock. 

Application  to  issue  stock  for  the  purpose  of  defraying  past  and  future 
expenditures  for  additions  and  improvements,  and  increasing  working 
capital. 

It  appeared  that  the  entire  plant  has  been  recently  reconstructed  and 
enlarged. 

Engineedng  and  Supervifdon. 

It  was  objected  that  the  expenditure  for  outside  engineering  and  super- 
vision was  unnecessarily  large  in  view  of  the  character  and  compensation 
of  the  company's  management. 

Held:  That  while  the  Board  is  not  impressed  with  the  reasonable 
necessity  for  the  full  amount  of  the  expenditure  for  engineering  and  super- 
vision, yet  it  must  be  recognized  that  the  reconstruction  of  a  gas  plant 
and  the  installation  of  a  new  type  of  apparatus  on  land  restricted  in 
area,  coupled  with  the  necessity  of  keeping  the  old  works  in  operation, 
calls  for  unusual  care  and  engineering  skill. 

Both  points  of  view  were  taken  into  account  by  the  Board  in  determin- 
ing the  amount  of  stock  to  be  authorized. 

Capitalization  and  Beconstmction  —  Investment  in  Plant  out  of  Income. 

It  was  further  objected  that  many  items  of  expenditure  were  in  the' 
nature  of  alterations  or  reconstruction  of  existing  property  and  had  added 
little  or  nothing  to  its  value. 

It  appeared  that  prior  to  the  reconstruction  only  $75,000  bad  been  in- 
vested by  the  stockholders,  the  plant  having  been  maintained  and  ex- 
tended out  of  earnings. 

Held:  That  if  prior  to  the  reconstruction  stock  had  been  issued  to  the 
entire  value  of  the  plant,  the  investment  represented  by  the  stock  would 
have  become  impaired  to  the  extent  of  the  accrued  depreciation  manifested 
in  the  necessity  for  reconstruction  and  jirovision  out  of  future  income 
would  have  been  necessary  to  make  good  this  impairment.  As  a  matter  of 
fact,  ample  provision  against  such  a  contingency  has  been  made  in  the 
price  collected  and  the  maintenance  and  extension  of  the  plant  out  of  in- 
come, and  the  consumers,  having  thus  contributed  through  the  rat^s  paid, 
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should  not  be  required  to  contribute  again.  Consequently,  the  cost  of  the 
new  construction  should  be  met  by  new  capital  rather  than  again  out  of 
income.  The  company's  policy  in  this  respect  has  been  of  mutual  advan- 
tage to  it  and  to  consumers,  and  permits  the  capitalization  of  the  entire 
cost  of  tlie  new  construction  without  injustice  to  anyone. 

Issuance  of  Stock   for   Working   Capital  —  Provision  out   of   Surplus   or 
through  Temporary  Indebtedness  Preferable. 

With  respect  to  the  provision  of  working  capital  by  the  issuance  of 
stock, 

Held:  That  the  amount  of  working  capital  which  is  needed  varies 
largely  as  between  different  companies  and  also  from  time  to  time  for  the 
same  company,  and  it  is  extremely  diflficult  to  make  a  rule  applicable  to 
companies  generally  as  to  the  amount  necessary; 

That,  if  possible,  jirovision  for  working  capital  should  be  made  with- 
out the  creation  of  a  permanent  liability  such  as  inheres  in  capital  stock, 
so  that  as  the  amount  needed  varies,  the  liability  may  varj-  to  the  same 
extent ; 

That  the  working  capital  of  established  and  prosperous  companies  hav- 
ing an  uncjuestioned  surplus  should  be  provided  out  of  surplus  or  through 
temporary  indebtedness,  rather  than  by  the  issuance  of  capital  stock. 

For  these  reasons  no  stock  was  authorized  for  working  capital. 

Selling  Price  of  Stock  to  be  Issued  —  Sale  to  Public. 

The  company's  directors  had  fixed  par  as  the  price  at  which  the  new 
stock  should  be  offered  to  the  stockholders.  The  company's  stock  had  not 
been  on  the  market  since  ISOO,  nor  had  any  dividends  been  declared  since 
that  time.  The  company  had  been  engaged  in  a  protracted  controversy 
as  to  the  rate  to  be  charged  and  its  earning  power  under  the  rate  finally 
accepted,  was  problematical. 

Held:  That  the  amount  of  money  necessary  to  be  raised  will  obviously 
require  the  issuance  of  several  times  the  amount  of  capital  stock  now  out- 
standing, which  will  result  in  a  corresponding  decrease,  emphasized  by 
the  change  in  price,  in  the  amount  of  divisible  profits  per  share. 

The  Board's  order  provided  that  any  of  the  shares  thereby  authorized  to 
be  issued  at  par  which  should  not  be  subscribed  for  by  the  stockholder 
entitled  to  take  them,  should  be  offered  for  sale  to  the  public* 

Decision  and  Order. 

This  is  an  application  by  tlie  Haverhill  Gas  Light  Com- 
pany for  the  approval  of  an  issue  of  additional  capital 


•  Editor's  headnote. 
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stock  of  the  par  value  of  $700,000  for  the  purpose  of 
defraying  the  past  and  future  expenditures  of  the  com- 
pany in  and  in  connection  with  additions,  extensions  and 
improvements  to  its  plant  and  property,  and  increase  of 
working  capital. 

After  due  notice  public  hearings  were  held  by  the  Board 
upon  this  application,  at  which  the  company  was  repre- 
sented by  its  officers  and  counsel,  the  city  of  Haverhill 
by  its  solicitor,  and  certain  customers  of  the  company  by 
counsel.  During  the  course  of  the  hearings  the  company 
waived  so  much  of  its  application  as  related  to  certain 
past  and  future  expenditures  of  an  unusual  character  not 
concerned  with  any  additions  to  physical  property,  and 
amounting  to  about  $100,000.  In  consequence  the  applica- 
tion stands  for  the  approval  of  stock  sufficient  to  raise  a 
little  over  $600,000. 

The  present  management  assumed  control  at  some  time 
in  the  fall  of  1909.  On  June  30,  1909,  the  company  owed 
but  $5,500  in  notes  then  outstanding,  and  this  item  repre- 
sented the  balance  of  the  purchase  price  of  its  Essex  Street 
land.  Between  that  date  and  March  31,  1914,  the  present 
management  has  reconstructed  the  gas  works  and  enlarged 
their  capacity,  erected  a  million  cubic  foot  holder  and  made 
considerable  extensions  of  the  distributing  system.  The 
net  additions  to  the  plant  accounts  because  of  these  ex- 
penditures have  somewhat  exceeded  $371,000.  There  has 
at  the  same  time  been  a  substantial  increase  in  the  com- 
pany's current  assets.  On  March  31,  1914,  it  had  out- 
standing promissory  notes  to  the  amount  of  $438,500.  The 
present  management  has  also  taken  active  steps  to  increase 
the  company's  business,  which  have  resulted  in  a  very  sub- 
stantial increase  in  output. 

The  question  was  raised  at  the  hearings  that  certain  of 
the  expenditures  made  by  the  company  were  of  a  character 
and  amount  inappropriate  for  capitalization.  This  con- 
tention was,  first,  that  included  in  them  are  many  items, 
substantial  in  amount  in  the  aggregate,  which  are  in  the 
nature  of  alterations  or  reconstruction  of  existing  property 
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and  have  added  little  or  nothing  to  its  value,  and,  second^ 
that  the  expenditure  for  outside  engineering  and  super- 
vision of  this  woric  was  unnecessarily  large  in  view  of  the 
character  and  compensation  of  the  company's  management. 

Taking  up  the  second  contention  first,  while  the  Board 
is  not  impressed  with  the  reasonable  necessity  for  the  full 
amount  of  the  expenditure  for  engineering  and  supervision 
made  by  the  company  in  this  work,  yet  it  must  fairly  be 
recognized  that  the  reconstruction  of  a  gas  works  and  the 
installation  of  a  new  type  of  apparatus  on  a  piece  of  land 
restricted  in  area,  coupled  with  the  necessity  of  keeping 
the  old  works  in  operation  until  the  new  works  were 
ready,  called  for  unusual  care  and  engineering  skill  Both 
considerations  have  been  taken  into  account  in  the  amount 
of  stock  which  the  Board  has  authorized. 

In  regard  to  the  first  contention,  it  is  to  be  remembered 
that  all  of  the  company's  outstanding  stock  amounts  at 
par  to  $75,000.  Since  1872  it  has  never  sought,  prior  to 
this  application,  to  increase  its  capital.  Assuming  that 
this  amount  of  $75,000  represents,  as  it  does,  all  that  the 
stockholders  ever  paid  into  the  corporation  from  their 
individual  funds  it  may  be  conceded  that  their  investment 
has  been  more  than  kept  good  by  expenditures  upon  the 
plant  and  additions  thereto  made  out  of  earnings.  It  has 
been  urged  that  when  the  present  management  assumed 
control  in  1909  the  company's  surplus  was  very  large, 
meaning  by  surplus  the  excess  of  its  assets  over  its  debts 
and  stock.  It  is  quite  true,  that  by  the  company's  method 
of  accounting,  such  was  the  fact.  It  is  also  true  that  a 
substantial  part  of  what  was  then  termed  **  surplus  "  was 
represented  not  by  any  form  of  quick  assets  but  entirely 
by  plant.  So  long  as  this  plant  was  in  actual  use  by  the 
company  and  was  suitably  adap)ted  therefor,  it  had  value. 
But  very  soon  after  the  date  named  it  became  apparent 
that  its  business  necessities  required  the  virtual  abandon- 
ment of  much  of  the  old  works,  and  the  construction  in 
their  place  of  new  works  of  a  different  type  and  greater 
capacity.      If  capital  stock  had  theretofore  been  issued 
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for  the  entire  plant,  it  would  mean  that  no  provision  for 
the  depreciation  then  manifest  had  been  made.  The  capital 
stock  would  have  thereby  become  impaired  and  provision 
to  make  this  impairment  good  out  of  future  income  would 
have  been  necessary.  Such,  however,  was  not  the  fact  in 
this  corporation.  Ample  provision  against  such  a  con- 
tingency had  been  regularly  made  in  the  price  for  gas  and 
the  funds  so  acquired  had  not  been  dissipated  in  dividends 
or  otherwise.  Consumers,  having  once  contributed  in  this 
way  for  this  purpose,  should  not  be  required  to  contribute 
again  for  the  same  thing.  The  cost  of  the  new  construction 
should  come  wholly  out  of  new  capital  rather  than  again 
out  of  income  to  be  reflected  in  the  price  of  gas.  This  is 
the  only  logical  outcome  of  the  policy  pursued  in  the  past 
by  this  company,  of  which  the  very  limited  issue  of  stock 
is  a  conspicuous  demonstration.  This  policy  has  been  of 
mutual  advantage  to  company  and  consumers,  and  permits 
without  injustice  to  any  interest  involved  the  capitalizing 
of  the  entire  reasonable  cost  of  the  new  work. 

In  addition  to  the  expenditures  already  made  by  the  com- 
pany, the  estimated  cost  of  additions  to  be  made  to  its 
plant,  and  chiefly  to  its  distribution  system  in  Haverhill 
during  the  present  year,  is  about  $52,000.  It  has  also 
decided  upon  an  extension  of  its  mains  into  the  towns  of 
Groveland  and  Merrimac,  and  has  received  the  necessary 
authority  and  permits  therefor.  These  extensions  are  esti- 
mated to  cost  $36,848  and  $44,810,  respectively. 

Included  in  the  application  w^as  a  substantial  amount 
for  the  cost  of  additions  to  quick  assets  or  working  capital. 
Hitherto  the  company  has  never  found  it  necessary  to  issue 
stock  for  this  purpose.  Its  working  capital  has  always 
been  small  and  it  may  be  conceded  that  it  may  wisely  be 
now  increased.  It  is  extremely  difficult  to  make  a  rale 
applicable  to  companies  generally  as  to  the  necessarv 
amount  of  working  capital.  It  will  doubtless  vary  largely 
in  different  companies  and  from  time  to  time  in  the  same 
company,  dependent  upon  its  immediate  policy  and  pur- 
pose, that  is  to  say,  according  to  the  particular  work  which 
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it  ought  to  do  or  may  have  in  hand.  This  very  liability 
to  variation  of  working  capital  impels  to  conservatism  in 
the  issuance  of  stock  for  account  of  it.  If  reasonable  pro> 
vision  for  it  can  be  made  without  the  creation  of  a  per- 
manent liability,  such  as  inheres  in  capital  stock,  so  that, 
as  working  capital  is  reduced  the  liability  therefor  may 
disappear  to  the  same  extent,  every  permanent  interest 
involved  will  be  conserved.  In  established  and  prosperous 
companies  with  an  unquestioned  surplus,  the  Board  has 
been  of  the  opinion  that  working  capital  should  be  pro- 
vided out  of  surplus  or  temporary  debt  rather  than  by  the 
issue  of  new  stock,  because  under  such  conditions  the  neces- 
sity for  such  issue  is  not  apparent.  For  these  reasons  no 
provision  for  this  item  is  made  in  this  decision;  but,  if 
experience  shall  later  prove  that  such  reasonable  necessity 
exists,  the  request  for  the  same  can  then  be  renewed. 

The  directors  of  the  company  have  fixed  the  price  at 
which  the  new  shares  shall  be  offered  to  the  stockholders, 
at  par.  The  law  requires  that  the  vote  of  the  Board  as 
to  the  amount  of  stock  reasonably  necessary  shall  be  based 
on  the  price  fixed  by  the  directors  **  unless  th-e  Board  is 
of  opinion  that  such  price  is  so  low  as  to  be. inconsistent 
with  the  public  interest,  in  which  case  it  may  determine  the 
price  at  which  such  shares  may  be  issued.'' 

The  stock  of  this  company  has  been  withdrawn  from  the 
market  since  its  acquisition  by  the  Haverhill  Gas  Securi- 
ties Company  in  1899.  The  company  has  not  declared  or 
paid  any  dividends  since  that  year,  although  profits  were 
ample  for  the  purpose,  and  between  1899  and  1909  loans 
were  annually  made  to  the  Securities  company  to  enable 
the  latter  to  pay  interest  on  its  bonds.  During  substan- 
tially all  of  this  period  the  company  has  been  engaged  in 
litigation,  only  recently  voluntarily  ended,  in  which  there 
has  been  involved  a  question  as  to  the  price  which  it  might 
be  allowed  to  charge  and,  as  a  resultant,  the  amount  it 
might  be  able  to  earn  and  distribute  in  dividends.  This 
protracted  controversy  and  the  nature  of  the  dispute  makes 
its  present  condition  abnormal,  and  it  now  remains  to  be 
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seen  what  the  company  can  demonstrate  as  its  earning 
power  under  the  rate  which  it  has  accepted  and  which  has 
been  so  long  in  controversy  upon  the  claim  that  it  was  too 
low  to  allow  a  reasonable  return.  The  amount  pf  money 
to  be  raised  will  obviously  require,  on  any  theory,  the  issue 
of  several  times  the  amount  of  capital  stock  now  outstand- 
ing, with  a  corresponding  decrease,  emphasized  by  the 
change  in  price,  in  the  amount  of  divisible  profits  per  share. 
The  following  is,  therefore,  adopted: 

Order. 

On  the  petition  of  the  Haverhill  Gas  Light  Company, 
pursuant  to  the  provisions  of  Section  24  of  Chapter  109 
of  the  Revised  Laws,  for  the  approval  of  an  issue  of  addi- 
tional capital  stock  of  the  par  value  of  $700,000  for  the 
objects  named  in  said  petition,  after  public  notice  and 
hearing,  it  being  deemed  by  the  Board  that  the  amount 
of  stock  hereinafter  named  is  reasonably  necessary  for  the 
purpose  for  which  such  issue  is  authorized. 

It  is  ordered,  That  the  Board  hereby  approves  of  the 
issue  by  the  Haverhill  Gas  Light  Company,  in  conformity 
with  all  the  requirements  of  law  relating  thereto,  at  the 
price  of  $50.00  a  share,  as  determined  by  its  directors,  of 
1 0,200  shares  of  new  capital  stock  of  the  par  value  of  $50.00 
each,  the  proceeds  of  said  stock  to  be  applied  to  the  fol- 
lowing purposes  and  to  no  other,  to  wit:  The  proceeds 
of  7,527  shares  to  the  payment  and  cancellation  of  an  equal 
amount  of  the  obligations  of  the  company  represented  by 
its  i)romissory  notes  outstanding  on  March  31,  1914;  the 
proceeds  of  1,633  shares  to  the  payment  of  the  cost  of  the 
extension  of  its  distribution  system  in  the  towns  of  Grove- 
land  and  Merrimac;  and  the  proceeds  of  1,040  shares  to 
the  payment  of  the  cost  of  other  additions  to  plant  made 
subsequent  to  said  thirty-first  day  of  March. 

And  if  any  shares  shall  remain  unsubscribed  for  by  the 
stockholders  entitled  to  take  them  under  the  provision  of 
law  relating  thereto. 
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It  is  further  ordered  and  determined  by  the  Board,  That 
all  such  shares  shall  be  offered  for  sale  at  some  suitable 
place  in  the  city  of  Boston,  and  that  notice  of  the  time  and 
place  of  such  sale  shall  be  published  in  the  Boston  Daily 
Advertiser  and  the  Boston  Evening  Transcript,  news- 
papers published  in  the  city  of  Boston,  and  in  the  Haver- 
hill  Gazette,  a  newspaper  published  in  the  city  of  Haverhill. 


Cambridge  Petition. 

Decided  June  IS,  1914. 

Redaction  in  Electric  Bates. 

Coiiiplaint  by  the  Mayor  of  Cambridge  as  to  the  price  charged  for  elec- 
tric light  and  power,  requesting  a  reduction  in  the  maximum  net  price  of 
10  cents  to  commercial  customers  and  in  the  rates  for  street  lighting. 

Bate  of  Betnrn  —  Anthorized  Stock  and  Market  Value  of  Stock  as  Bases  for 

Compatation. 

The  company  contended  that  the  return  allowed  should  be  based  on  a 
valuation  of  $200  per  share  for  its  outstanding  capital  stock  for  the 
reason  that  many  of  its  stockholders  had  purchased  their  stock  at  that 
price. 

Held:  That  with  respect  to  a  company  so  ably  and  conservatively 
managed,  it  is  not  necessary  to  consider  seriously  the  propriety  of  a  10 
per  cent,  dividend; 

That  there  is  a  wide  difference  between  permitting  the  company  to 
earn  what  is,  under  all  the  circumstances,  a  reasonable  dividend  on  its 
authorized  capital,  and  acknowledging  that,  as  a  matter  of  right,  it  is  en- 
titled to  earn  hereafter  not  less  than  some  certain  definite  return  on  the 
full  market  value  thereof; 

That  the  anti-stock-watering  statute,  which  in  effect  requires  that  new 
stock  be  offered  for  sale  at  the  market  valne,  was  intended  to  limit  the 
dividend  burden  and  to  benefit  the  corporation  rather  than  the  stockhold- 
ers, whereas  the  basing  of  the  return  on  the  mari^et  value  would  make  the 
law  operate  to  capitalize  against  the  public  the  earning  power  under  exist- 
ing conditions,  and  would  convert  the  security  resulting  from  an  amount 
of  capital  low  in  relation  to  the  volume  of  business,  into  a  menace  to  the 
future  stability  of  the  company,  thus  tending  to  subvert  the  manifest  pur- 
pose of  the  public  policy  expressed  in  the  law; 
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Pacton  Contxibuting  to  Company's  ProBp«rity  —  Beasonableness  of 
Bequlilng  Seduction. 

Held:  That  owing  in  part  to  the  skill  and  prudence  with  which  the 
company's  affairs  have  been  managed  and  to  voluntary  reductions  in  price 
which  hare  materially  advanced  its  prosperity,  and  in  part  to  the  growth 
of  the  city,  the  company's  income  is  more  than  sufficient  to  provide  for 
operating  expenses,  depreciation  and  a  liberal  return,  and  this  fact  in 
itself  is  a  forcible  reason  why  the  reduction  in  price  may  reasonably  be 
made. 

Benefits  of  Reduction  to  Accrue  to  Olty  and  to  Consumers  Paying  Maximum 

Price. 

Held:  That  the  advantage  of  any  reduction  should  accrue  to  the  city 
and  to  other  consumers  who  must,  in  the  nature  of  things,  pay  the  maxi- 
mum price  rather  than  to  consumers  to  whom  service  must  be  rendered  at 
less  than  the  maximum  price  in  order  to  secure  their  business. 

Effect  on  Demand  for  Service  of  Seducing  Bates  for  Street  Lighting  —  Costs 

Peculiar  to  Street  Lighting  —  Sates  Determined  by  Load 

Factors  —  Discrimination  against  City. 

Held:  That  although  a  reduction  in  price  almost  inevitably  creates  an 
incre«nse  in  demand,  this  may  not  be  true  of  street  lighting  and  a  decrease 
in  revenue  corresponding  to  tlie  decrease  in  rates  may  result; 

That  although  certain  elements  of  investment  and  maintenance  are 
peculiar  to  street  lighting  as  distinguished  from  oonamercial  business,  the 
street  lighting  system  has  perhaps  the  best  load  factor,  and  the  Board  be- 
lieves that  the  company  has  given  too  great  weight  to  the  former  consid- 
eration and  too  little  to  the  favorable  character  of  the  load  factor; 

That  since  differences  are  made  in  the  prices  to  private  consumers  cor- 
responding to  the  differences  in  their  load  factors,  the  city  sliould  be  en- 
titled to  like  consideration  with  respect  to  street  lighting,  and,  in  any 
event,  there  is  no  apparent  reason  why  the  city  should  be  charged  more 
than  the  maximum  net  price  charged  private  consumers. 

Tlie  Board  recommended  certain  reductions  in  the  rates  for  street  light- 
ing and  the  reduction  of  the  maximum  net  price  to  commercial  customers 
to  9  cents,  holding  that  under  the  prices  recommended,  the  compan^-'s  earn- 
ings would  be  ample  to  cover  all  reasonable  operating  expenses,  including 
a  proper  allowance  for  depreciation  and  a  fair  return  upon  the  property 
which  it  is  actively  and  necessarily  employing  for  the  public  convenience.* 

Decision  and  Recommendatiox. 
This  is  a  complaint  in  writing  under  the  provisions  of 
Section  34  of  Chapter  121  of  the  Revised  Laws  by  the 


•  Editor's  headnote. 
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Mayor  of  the  city  of  Cambridge  of  the  price  of  electric 
light  sold  and  delivered  by  the  Cambridge  Electric  Light 
Company. 

After  due  notice  public  hearings  were  held  upon  this 
complaint  at  which  the  Mayor  was  represented  by  the 
City  Solicitor  and  the  company  by  its  counsel  and  officers. 

This  company  supplies  electricity  in  Cambridge,  and  to 
the  municipal  plant  of  Belmont  under  contract  in  force 
until  1916  at  3.6  cents  per  kilowatt  hour  measured  at  the 
town  line.  In  addition,  the  company  furnishes  lamp  re- 
newals to  the  commercial  customers  of  the  town  at  the 
rate  of  ^1»  cent  for  each  kilowatt  hour  sold  by  the  town  to 
such  customers.  With  a  maximum  net  price  of  10  cents 
a  kilowatt  hour  the  companj'  offers  a  variety  of  differen- 
tial prices  to  its  customers  in  Cambridge,  both  for  light 
and  power  and  for  off-peak  loads,  varying  according  to 
the  respective  customer's  use  of  electricity,  either  in 
amount  or  duration.  It  does  not  seem  necessary  for  the 
purjwses  of  this  decision  to  set  forth  these  rates  in  detail. 

The  company  has  not  had  a  Avritten  contract  with  the 
city  with  respect  to  street  lights  since  1905.  On  June  30, 
1913,  the  company  had  installed  the  street  lamias  and  was 
charging  the  respective  prices  set  forth  in  the  following 
schedule : 

G05  Mazda    50  watt  lamps  on  goosenecks at  $20  65  a  year 

20  Mazda    50  watt  lamps  on  bridges at    20  37  a  year 

111  Mazda    50  watt  lamps  on  ornamental  poles  ....  at    23  57  a  year 
6  Mazda    60  watt  lamps  on  goosenecks   .    ...  i ....  at     13  98  a  year 

104  Mazda     75  watt  lamps  on  bridges at     23  48  a  year 

12  Mazda    75  watt  lamps  on  ornamental  poles  ....  at    26  72  a  year 

1  Mazda  100  watt  lamps  on  gooseneck at     29  83  a  year 

147  Mazda  100  watt  lamps  in  clusters  of  3 at    70  49  a  year 

1  Mazda  125  watt  lamp at    36  55  a  year 

528  Mazda  250  watt  lamps at    59  86  a  year 

35  two-light  ornamental  fixtures,  250  watt  lamps,  one  operated  until  mid- 
night, and  one  all  night,  at  $82.44. 
54  luminous  magnetite  arc  lamps,  6.6  amperes  and  530  watts,  at  $108.50 
a  year  operated  all  night  and  every  night,  and  at  $78.30  operated 
every  evening  until  midnight. 
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All  of  the  incandescent  lamps,  save  the  six  60  watt 
lamps,  are  lighted  all  night  and  every  night,  or  about 
4,000  hours  a  year.  Approximately,  one-half  of  the  are 
lamps  are  lighted  all  night  and  the  other  half  until  mid- 
night. The  six  60  watt  lamps  are  lighted  until  10  o'clock 
in  the  evening.  The  100  watt  lamps  in  clusters  of  three 
and  the  125  and  250  watt  lamps  are  installed  in  the  old 
arc  lamp  hoods.  The  installation  of  magnetite  lamps  was 
begun  in  June,  1913,  taking  the  place  of  some  of  the  larger 
size  incandescent  lamps,  and  since  that  date  their  use  has 
been  considerably  extended. 

The  prices  for  the  incandescent  lamps  are  based  on  in- 
itial prices  of  $25.00  and  $28.00,  respectively,  for  50  and 
75  watt  lamps  for  not  less  than  459  Lamps  in  all,  with  a  re- 
duction to  $20.65  and  $23.65  a  year,  respectively,  for  740 
lamps  and  over.  For  100,  125  and  250  watt  lamps  the  in- 
itial prices  are  $29.83,  $24.55  and  $57.36,  respectively.  All 
of  these  prices  are  for  lamps  installed  on  goosenecks  on 
line  poles.  For  lamps  installed  in  arc  lamp  casings  or  clus- 
ter balls  and  suspended  over  the  roadway,  the  **  fixed 
charge  ' '  hereinafter  described  is  increased  from  $1.00  to 
$1.50,  according  to  the  size  of  lamjj.  An  additional  $1.00 
is  added  to  the  '*  operating  charge  "  hereinafter  described, 
where  lamps  are  installed  in  globes.  Where  lamps  are  in- 
stalled on  ornamental  posts,  20  per  cent,  is  added  to  the 
**  fixed  charge."  For  ornamental  lighting  there  are  de- 
ductions from  the  prices  enumerated  corresponding  to  the 
yearly  income  a  hundred  feet  of  street  lighted,  ranging 
from  2  per  cent,  for  $80.00  to  6.6  per  cent,  for  over  $100. 

These  prices  are  made  up  of  a  **  fixed  charge  "  and  an 
'*  operating  charge."  The  ''fixed  charge"  varies  with 
the  type  and  size  of  the  lamp,  though  not  in  strict  propor- 
tion to  the  size.  The  **  operating  charge"  varies,  de- 
pendent upon  the  type  and  size  of  the  lamp  and  the  num- 
ber of  hours  it  is  lighted,  and  the  amount  of  electricity 
theoretically  necessary  for  the  operation  of  the  lamp.  The 
variation  in  ''  operating  charge  "  ranges  from  an  average 
of  a  little  over  5  cents  a  kilowatt  hour  for  the  smallest 
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size  to  a  little  over  3V2  csents  for  the  largest  size  incandes- 
cent lamp  in  use,  and  to  a  little  over  3  cents  for  the  all 
night  magnetite  lamps.    From  the  foregoing  it  will  be  seen 
that  the  schedule  of  prices  is  unusually  complex. 

This  company  serves  a  densely  populated  and  compact 
territory,  having  a  considerable  amount  of  manufacturing 
and  other  industries.  For  a  number  of  years  its  power 
business  has  increased  rapidly  until  it  exceeds,  both  in  con- 
nected load  and  output,  its  lifting  business.  With  the  in- 
crease in  its  business,  the  company  has  enjoyed  a  high  de- 
gree of  prosperity.  On  June  30,  1913,  it  had  a  plant  with 
a  book  value  of  $1,235,529  and  other  assets  of  $169,861, 
against  which  there  were  outstanding  a  capital  stock  of 
$850,000  and  debts  of  $42,333.44.  After  the  company  was 
organized  in  1886  it  began  paying  dividends  in  1890  and 
paid  regularly  6  per  cent,  thereafter  until  1905,  with  TU 
per  cent,  one  year.  In  1905  its  dividend  was  raised  to  8 
per  cent.,  and  in  the  remaining  years  prior  to  1909  it  paid 
10  per  cent.  The  following  table  exhibits  its  net  earnings 
and  their  disposition  during  the  five  years  ending  June 
30,  1913. 

Net  earnings  Balamx 

atnilable  for  Dividends         avmlahlefor 

dividends,  • >     depreda- 

elc.  Interest    Amount         RiUe       turn,  etc. 

(per  cent.) 

1909 $152,208     $78,;700  10  $73,70S 

1910 163,954  $1,073  160,000  20  2^81 

1911 176,045  378  82,500  10  93,167 

1912 198^04  1,147  187,000  22  10,457 

1913 189,018  952  102,000  12  S6,m 

At  the  hearings  it  was  conceded  by  the  city's  representa- 
tives that  tlie  company  had  been  managed  with  skill  and 
prudence,  but  they  urged  that  it  could  well  afford  to  re- 
duce and  should  reduce  its  maximum  net  price  for  elec- 
tricity to  commercial  customers  and  its  prices  to  the  city 
for  street  lights.  There  was  some  discussion  with  respc^ct 
to  certain  of  the  differential  prices  offered  by  the  com- 
pany, especially  those  for  power,  but  it  was  not  claimed 
that  the  Board  should  go  further  than  to  fix  the  maximum 
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net  price.  No  questions  were  raised  over  the  company's 
operating  costs.  Neither  side  offered  a  valuation  of  the 
company's  property,  although  certain  estimates  were  of- 
fered by  the  city  with  respect  to  its  probable  value  as  a 
basis  for  the  return.  It  was  also  urged  in  behalf  of  the 
company  that,  inasmuch  as  certain  increases  of  stock  had 
been  taken  by  the  stockholders  at  $200  a  share,  all  of  the 
outstanding  stock  should  be  reckoned  at  that  price  as  a 
basis  for  the  return. 

While  the  Board  has  taken  into  account  the  probable 
vaiue  of  the  company's  property,  it  lias  not  deemed  it 
necessary  to  make  a  detailed  and  exhaustive  valuation  for 
the  purposes  of  this  decision.  Nor  is  it  willing  to  concede 
the  contention  of  the  company  based  upon  the  issue  price 
of  the  stock*  The  anti-stock-watering  laws,  so-called,  under 
which  a  considerable  amount  of  the  company's  outstanding 
stock  has  been  issned,  were  evidently  designed  by  the  leg- 
islature to  limit  the  number  of  shares  to  be  issued  not 
merely  by  the  amount  of  money  reasonably  necessary  to 
be  raised,  but  by  requiring  the  new  stock  to  be  offered  at 
such  premium  as  the  shares  might  be  expected  to  command 
in  the  market.  It  was  clearly  the  legislative  purpose  that 
the  corporation  should  gain  rather  than  the  stockholders 
by  the  issue  of  new  stock.  The  change  in  this  provision  in 
1909,  allowing  the  directors  to  fix  the  price  in  the  first  in- 
stance, doubtless  liberalized  the  law,  but  was  not  intended 
to  change  its  original  purpose  nor  to  permit  the  fixing  of 
the  price  of  such  new  stock  materially  lower  than  would 
insure  a  ready  market  for  the  issue. 

Under  this  law  the  company  has  realized  on  its  out- 
standing capital  stock  of  $850,000,  premiums  ranging  from 
$20.00  to  $100  a  share,  and  amounting  in  all  to  the  sum  of 
$270,000.  The  contention  of  the  company  is,  therefore,  tliat 
with  an  outstanding  capital  of  $8.*)0,000  and  upon  an  ac- 
tual investment  by  the  stockholders  of  $1,120,000,  it  is  en- 
titled to  a  return  upon  $1,700,000  because  some  of  the  stock 
has  boon  issued  at  $200  a  share.  It  is  obvious  that  the 
dividend  burden  would  be  the  same  whether  reckonod  at 
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10  per  cent,  of  $850,000  or  at  5  per  cent,  of  $1,700,000.  It 
may  be  conceded  that,  with  respect  to  a  company  ably  and 
conservatively  managed,  the  Board  is  not  required  to  con- 
sider seriously  the  propriety  of  a  10  per  cent,  dividend. 
But  there  is  a  wide  difference  between  permitting  the  com- 
pany to  earn  what  is  under  all  the  circumstances  a  reason- 
able dividend  on  its  authorized  capital  and  acknow^ledging 
that,  as  a  matter  of  right,  it  is  entitled  to  earn  from  now  on 
not  less  than  some  certain  definite  return  on  its  full  market 
value.  The  law  intended  impliedly,  but  plainly,  to  limit 
the  dividend  burden.  The  contention  of  the  company,  on 
the  other  hand,  would  make  the  law  operate  to  capitalize 
against  the  public  the  earning  power  of  the  property  under 
existing  conditions  and  prices.  It  would  convert  the 
strength  and  security  resulting  from  an  amount  of  capital, 
low  relative  to  the  volume  of  business,  into  a  menace  to  the 
future  stability  of  the  company  and  would  tend  seriously  to 
impair,  if  not  wholly  to  subvert,  the  manifest  purpose  of 
the  public  policy  expressed  in  the  law. 

The  city,  however,  did  not  urge  that  this  company  is 
not  entitled  to  a  fair  return  upon  the  properi;y  which  it  is 
actively  and  necessarily  employing  for  the  public  con- 
venience. The  conditions  w^hich  surround  this  case  are 
such  that  no  attempt  need  be  made  to  reconcile  the  differ- 
ence of  opinion  which  may  exist  as  to  the  exact  basis  and 
measure  of  such  return.  While  a  large  share  of  the  great 
prosperity  which  the  company  has  enjoyed  is  plainly  due 
to  the  skill  and  prudence  with  which  its  iaffairs  have  been 
managed  yet  its  officers  would  no  doubt  concede  that  the 
growth  of  the  city  and  the  reductions  in  price  heretofore 
voluntarily  made  have  materially  advanced  its  prosperity. 
Due  to  a  combination  of  these  factors  the  income  from 
the  entire  business  of  the  company  is  more  than  sufficient 
to  provide  for  all  reasonable  operating  expenses,  with 
ample  allowance  for  depreciation  and  for  a  liberal  re- 
turn, and  this  fact  in  itself  is  a  forceful  reason  w^hy  a  re- 
duction in  price  may  reasonably  be  made. 
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In  a  recent  decision  with  respect  to  street  lighting  prices 
the  Board  had  occasion  to  say  : 

"  The  company's  customers  may  be  broadly  divided  into  two  groups, 
those  who  are  dependent  upon  the  company  for  their  supply,  and  those 
who  may  readily  supply  themselves  in  other  w^ays  or  by  other  foims  of 
power.  To  the  first  the  company  may  dictate  the  price,  controlled  only  by 
motives  of  business  expediency,  its  own  sense  of  justice,  and  its  duty  as  a 
public  senant.  To  the  second  the  company  must  so  fix  the  price  as  to 
secure  the  customer's  business  or  else  go  without  it.  The  variety  and 
wide  ran^  of  the  prices  offered  by  the  company  are  am])le  evidence  of  its 
recognition  of  these  facts.  The  city  with  respect  to  its  municipal  are 
system  plainly  belongs  to  the  first  class.''  * 

It  must  be  equally  obvious  in  this  case  that  it  is  not 
those  customers  to  whom  prices  are  now  offered  at  less 
than  the  maximum  net  price  who  should  profit  by  a  reduc- 
tion. Such  customers  are  already  enjoying  prices  de- 
termined largely  by  the  desire  to  secure  their  business, 
and  the  justification  for  these  lower  prices  from  that 
standpoint  is  found  in  the  recent  rapid  development  of 
the  company's  output  and  profits.  The  advantage  of  any 
reduction,  which  the  Board  may  require,  should  rather 
accrue  to  the  customers  who  must,  in  the  nature  of  things, 
pay  the  maximum  price  and  to  the  city  for  account  of  its 
street  lighting. 

"Where  the  entire  volume  of  the  company's  income  is 
produced  by  such  a  variety  of  prices,  the  effect  of  any 
change  in  the  maximum  price  to  private  customers  upon 
such  income  can  be  determined  only  approximately,  and 
on  the  assumption  that  other  prevailing  conditions  re- 
main constant.  Almost  inevitably,  however,  a  reduction 
in  prices  creates  an  increase  in  demand,  which  is  difficult 
to  forecast  accurately,  although  in  this  company's  expe- 
rience it  has  hitherto  seemed  to  compensate  fully  for 
any  prospective  loss  in  revenue.  This,  however,  may  not 
be  true  of  street  lighting.  A  reduction  in  price  for  this 
service,  while   to   some  extent   encouraging  its  extension, 


*  Mayor  of  Worcester  v.  Worcester  Electric  Light  Company ^  July  10, 
1912.    Printed  in  Commission  Leaflet  No.  9,  at  page  100. —  Ed. 
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may  result  in  a  corresponding  decrease  in  revenue.  No 
attempt  was  made  in  behalf  of  the  city  to  demonstrate  the 
fair  price  of  street  lights  furnished  by  the  company  on  the 
basis  of  the  cost  of  this  particular  service.  The  division 
made  by  the  company  as  between  its  so-called  **  fixed'' 
and  **  operating "  charges  has  already  been  describe<l. 
The  Board  has  frequently  had  occasion  to  point  out  that, 
while  certain  lines,  lamps  and  fixtures  are  used  and  cer- 
tain operating  expenses  are  incurred  exclusively  for  street 
lifting,  and  certain  elements,  both  in  investment  and 
maintenance  cost,  are  peculiar  to  this  service  as  distin- 
guished from  the  company's  commercial  business,  the 
street  lighting  system  has  perhaps  the  best  load  factor  of 
any  customer.  A  study  of  the  basis  upon  which  the  prices 
for  street  lights  are  made  by  the  company  makes  evident 
its  recognition  of  these  characteristics  of  the  service. 
But  the  Board  believes  that  the  company  has  given  some- 
what too  great  weight  to  the  investment  and  maintenance 
costs,  incident  to  this  particular  service,  and  too  little  to 
the  favorable  character  of  its  load  factor.  Where  differ- 
ential prices  to  private  customers  are  so  freely  made  for 
different  uses  because  apparently  of  corresxx)nding  dif- 
ferences in  load  factor,  the  city  with  respect  to  its  street 
lighting  seems  to  be  entitled  to  like  consideration.  In  any 
event  it  is  difficult  to  see  why  the  city  should  be  charged 
more  for  the  electricity  required  to  operate  the  street 
lamps  than  the  maximum  net  price  charged  private  cus- 
tomers. 

Since  June  30,  1913,  the  city  has  required  some  changes 
in  the  tyjie  of  lamps  then  installed,  particularly  in  the  sub- 
stitution of  magnetite  for  the  so-called  tungsten  arcs. 
Tlie  magnetite  lamps  are  more  expensive  to  install  and 
to  maintain  than  their  wattage  equivalent  in  incandescent 
lamps  and  possibly  in  candle  power.  With  the  reductions 
in  the  maximum  net  price  to  private  customers  and  in 
the  street  lighting  prices  hereinafter  recommended,  the 
Board  is  of  the  opinion  that  the  company's  earnings  will 
be  ample  to  cover  all  reasonable  operating  expenses,  in- 
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eluding  a  proper  allowance  for  depreciation  and  a  fair 
return  upon  the  property  which  it  is  actively  and  neces- 
sarily employing  for  the  public  convenience. 

The  Board  recommends,  That,  on  and  after  July  1, 
1914,  the  maximum  net  price  for  electricity  supplied  by 
the  Cambridge  Electric  Light  Company  to  commercial 
customers  shall  not  exceed  nine  cents  a  kilowatt  hour; 
that  the  price  of  the  6.6  ampere  magnetite  street  lamps  in- 
stalled on  ornamental  posts,  supplied  by  said  company, 
shall  be  not  more  than  ninety-eight  dollars  a  year  for 
those  burning  all  night  and  every,  night,  and  seventy-two 
dollars  and  fifty  cents  a  year  for  those  burning  every  night 
until  midnight,  so  long  as  not  less  than  sixty  of  each  class 
are  so  supplied ;  and  that  the  yearly  prices  for  incandescent 
street  and  bridge  lamps  burning  all  night  and  every  night, 
except  as  otherwise  indicated,  so  long  as  not  less  than  seven 
hundred  and  forty  of  such  lamps  are  so  supplied  shall  be 
as  follows: 

50  watt  tiiiifrsten  lamps $17  00 

75  watt  tungsten  lamps 20  00 

100  watt  tungsten  lamps 25  00 

125  watt  tungsten  lamps 29  00 

250  watt  tungsten  lamps 50  00 

3  light  clusters  of  100  watt  tungsten  lamps 60  00 

2  lamps  per  post  of  250  watt  each,  one  burning  till  mid- 
night and  one  burning  all  night 73  00 

60  watt  lamps  burning  until  10  P.  M 12  50 

AVith  the  addition  of  one  dollar  a  lamp  a  year  for 
incandescent  lamps  installed  in  arc  lamp  hoods  or  outer 
globes,  and  of  two  dollars  a  lamp  a  year  for  incandescent 
lamps  installed  on  ornamental  posts  and  with  the  deduc- 
tions for  so-called  '*  ornamental  lighting  "  and  for  **  out- 
ages ' '  set  forth  in  the  company 's  street  light  schedule 
filed  in  the  office  of  the  Board  on  May  12,  1914. 
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NEW  HAMPSHIRE. 

Public  Service  Commission. 

Petition  of  Grafton  County  Electric  Light  and  Power 
Company  for  Authority  to  Issue  Stock  and  Bonds, 
FOR  Permission  to  Engage  in  Business  in  the  Towns 
OF  Lebanon  and  Hanover  and  to  Transmit  Electrical 
Energy  Outside  the  State. 

File  No.  D  — 88. 

Petition  of  Lebanon  Electric  Light  and  Power  Company 
AND  Mascoma  Electric  Light  and  Gas  Company  for 
AN  Order  Authorizing  a  Sale  and  Transfer  by  the 
Lebanon  Electric  Light  and  Power  Company  and 
THE  Mascoma  Electric  Light  and  Gas  Company  to 
the  Grafton  County  Electric  Light  and  Power  Com- 
pany OF  Their  Property  and  Franchises. 

File  No.  D  — 89. 

Eehearing  Refused  March  25,  1914. 
(4  N.  H.  P.  S.  C.  R.  192.) 

Petitioners'  Claim  —  Cost  of  Reproduction. 

The  petitioners  throughout  this  case  rested  upon  the  engineers'  testi- 
mony as  to  the  cost  of  reproduction,  and  claimed  that  they  were  entitled 
as  a  matter  of  strict  legal  right  to  the  replacement  value  as  an  irreducible 
minimum  to  be  increased  by  an  allowance  for  the  alleged  exceptional 
earning  power  of  the  properties  without  inquiry  into  any  other  factor 
as  a  basis  of  valuation,  such  as  the  amount  of  the  investment,  the  finan- 
cial history-  of  the  companies  generally,  and  the  price  paid  for  them. 

Commission's  Attitude  toward  Testimony. 

On  motion  for  rehearing, 

Held:  That  by  employing  an  engineer  to  examine  and  report  upon 
property,  the  Commission  does  not  become  legally  bound  to  accept  the 
valuation  placed  upon  it  by  him;  nor  does  the  Commission  feel  bound 
to  surrender  its  judgment  to  that  of  any  witness,  irrespective  of  whether 
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he  may  be  paid  or  employed  by  the  parties  or  by  the  Commission;  nor 
is  it  incumbent  upon  the  Commission  to  state  in  detail  its  reasons  for 
not  adopting  the  opinion  of  any  witness. 

Sufficiency  of  Testimony  —  Assumptions  not  Supported  by  Record  —  Evi- 
dence of  Contents  of  Books. 

Held:  That  the  meagerness  of  the  testimony  upon  points  which  the 
Commission  clearly  indicated  to  be  material  and  important,  does  not 
justify  supplying  deficiencies  in  the  proof  by  assiunptions  not  supported 
by  the  record,  and  that  statements  of  counsel  in  briefs  and  motions  for 
rehearing,  cannot  be  accepted  as  evidence  of  the  contents  of  books  not 
l)roduced. 

Effect  on  Value  of  Legislation  Creating  Public  Service  Commission. 

Held:  That  the  legislation  subjecting  public  utilities  to  the  jurisdic- 
tion of  the  Commission,  was  not  intended  to  impose  upon  properties 
additional  obligations  such  as  would  affect  in  any  degree  the  fair  value 
of  such  properties  for  purposes  of  transfer,  capitalization  or  rate  mak- 
ing, the  Commission  being  merely  a  legislative  agency,  created  to  exercise 
certain  powers  of  regulation  already  existing  in  the  legislature  which 
it  could  not  itself  conveniently  exercise. 

Present  Fair  Value  —  Distinction  between  Value  of  Private  Property  and 

Utility  Property. 

Held:  That  whatever  be  the  true  basis  of  valuation  of  public  utility 
property,  it  differs  widely,  in  the  relation  which  the  value  of  the  plant 
as  a  unit  bears  to  the  sum  of  the  values  of  its  component  elements,  from 
a  like  aggregation  of  equivalent  elements  held  in  strictly  private  owner- 
ship, in  that  it  is  held  subject  to  certain  restrictions  and  duties.  The 
value  of  purely  private  projierty  is  its  exchange  value,  determined  largely 
by  its  earning  papacity  under  unregulated  charges  and  by  the  cost  of 
producing  like  proi)erty,  whereas  what  a  utility  will  sell  for  in  the 
market,  or  what  it  can  be  made  to  earn  a  return  upon  under  unregulated 
rates,  or  what  it  can  be  reproduced  for,  cannot  be  taken  as  the  absolute 
niea^sure  of  the  value  of  tlie  utility's  property,  although  these  matters 
*'  are  to  be  given  such  weight  as  ma}-  be  just  and  right  in  each  case.'* 

Cost  of  Beproductlon  Merely  Belevant  Fact  —  Other  Belevant  Facts. 

Held:  That  the  cost  of  reproducing  the  component  elements  of  a 
public  utility  property  may  vary  widely  from  the  amount  which  should 
be  fixed  as  the  fair  value  for  capitalization  and  rate  purposes;  cost  of 
reproduction  is  not  a  fixed,  absolute  part  of  the  present  fair  value  to 
which  other  items  must  be  added  for  other  elements  of  value,  but  merely 
a  fact  to  be  considered  in  connection  with  all  other  relevant  facts,  such  as 
the  entire  financial  history  of  the  plant,  the  way  in  which  the  properties 
were  built  up  and  the  money  which  actually  went  into  them. 
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Value  at  Date  of  Ibqiiiry. 

Held:  That  in  a  capitaKzation,  rate  or  transfer  case,  the  value  of  a 
public  utility  j)roperty  is  to  be  fixed  as  of  the  date  of  inquiry,  the  amount 
originally  invested,  the  selling  price  at  any  time,  or  the  cost  of  repro- 
duction, being  merely  factors  entitled  to  weight  in  determining  the  pref?ent 
fair  value. 

Selling  Price-  as  Evidence  of  Present  Fair  Value. 

Held:  Tliat  in  this  case,  owing  to  the  peculiar  knowledge  which  the 
parties  selling  the  properties  to  the  present  owner  had  of  the  original 
cost,  the  cost  of  operation,  the  earning  cai)acity  and  the  rate  of  deprecia- 
tion, the  price  accepted  by  them  was  entitled  to  more  weight  as  fixing 
the  upj)er  limit  of  value  than  any  other  single  fact,  but  it  must  not 
be  understood  that  whatever  price  a  purchaser  may  see  fit  to  pay  for 
public  utility  property,  will  be  accepted  as  fixing  its  value  for  rate  or 
capitalization  purposes. 

Relation  of  Securities  to  Present  Fair  Value. 

Held:  That  tlie  amount  of  securities  issued  against  property  by  pro- 
moters or  incorporators  usually  has  little  tendency  to  show  its  value,  and 
the  amount  issued  when  the  Mascoma  company  was  organized  is  entitled 
to  little  weight  since  it  is  not  shown  to  have  had  any  relation  to  the 
actual  amount  theretofore  invested  in  the  properties  conveyed  to  it  or 
to  the  actual  value  of  those  properties  at  that  time. 

Valve  «f  Prepcrt J  as  an  Entity  —  Water  Power  —  Going  Value  —  Orerhead 

Cbarges. 

Held:  That  it  is  best  to  fix  a  value  upon  the  entire  property  as  an 
entity  without  assigning  specific  values  for  water  power,  going  value 
and  overhead  charges. 

Value  of  Water  Power  —  Saving  over  CoaL 

Held:  That  water  power  has  value  "if  it  produces  energy  at  a  suffi- 
cient saving  over  coal  to  offset  the  disadvantages  attendcmt  upon  its  vari- 
able production,"  and  a  fair  allowance  for  such  value  should  be  included 
in  the  basis  upon  which  a  return  is  allowed  and  may  be  capitalized. 

Going  Value  —  Dividends  Foregone  as  Belated  to  Present  Fair  Value. 

Held:  That  dividends  shown  to  have  been  foregone,  are  in  fact  invest- 
ments as  much  as  the  funds  origuially  advanced  by  stockholders,  and 
are  entitled  to  consideration  as  part  of  the  original  cost  in  arriving  at  the 
present  fair  value,  since  the  dividends  foregone  must  be  considered  to 
have  been  invested  either  in  constructing  physical  properties  or  iu  build- 
ing up  the  business  to  a  paying  basis. 
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Ooiag  Value  —  Attached  Business  —  Excessive  Earning  Power  under  Exist- 
ing Bates. 

Held:  That  although  the  CcMnmission  considered  the  properties  as 
going  concerns  having  attached  to  them  sufficient  customers  to  give  them 
the  earning  power  at  existing  rates  which  they  were  shown  to  have,  in 
view  of  the  fact  that  rates  should  yield  only  a  fair  return  on  present 
fair  value,  it  appears  that  the  rates  charged  are  higher  tlian  they  law- 
fully ought  to  be,  so  that  instead  of  increasing  capitalization  to  absadi 
the  excess  earnings,  rates  should  be  reduced  to  a  considerable  extent. 

Finding  aa  to  Value. 

Held:  That  it  is  not  incumbent  upon  the  Commission  to  make  any 
specific  finding  as  to  value  for  the  reason  that  its  finding  that  the  value 
of  the  properties  did  not  exceed  the  price  paid  for  them  by  their  present 
owner,  u  e.,  $152,015.54,  made  it  clear  ttiat  the  proposed  transfer  for 
$300,000  of  seeurities  would  be  prejudicial  to  the  puUie  interest; 

That  the  petitioners  are  not  precluded  from  applying  for  authority 
to  transfer  the  properties  for  any  amount  less  than  $300,000  which  they 
may  believe  can  be  shown  to  be  their  present  fair  value. 

Insoficleat  Oiounds  for  BehitariBg. 

Held:  That  a  rehearing  should  not  be  granted  to  jiermit  the  offering 
of  additional  evidence  merely  because  a  party  is  dissatisfied  with  the 
iindings  made. 

MoticHi  dismissed.* 

Eepobt  on  Motion  for  Eehearing.I 

NiLES,  Commissioner: 

In  the  above  entitled  cases  orders  were  made  on  Feb- 
ruary 3,  1914,t  dismissing  the  petitions.  On  February  21, 
a  motion  for  a  rehearing  was  filed,  in  which  it  was  alleged 
that  the  orders  were  unreasonable  and  unlawful  by  reason 
of  various  errors  of  law  and  of  fact  set  forth  in  thirty- 
seven  separate  specifications.  The  petition  also  contains 
twenty-six  requests  for  findings  of  fact  and  nilings  of  law, 
which  are  preceded  by  a  statement  that  said  orders  are 
further  unreasonable  and  unlawful  in  so  far  as  they  involve 
* '  any  other  findings  of  fact  or  rulings  of  law  inconsistent 


*  Editor's  beadnote. 
t  4  N.  H.  P.  S.  C.  E.  192.—  Ed. 
Printed  in  Commission  Leaflet  No.  28,  at  page  533. —  Ed. 
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with  the  requests  for  findings  and  rulings  hereinafter  set 
forth." 

It  is  unnecessary  for  us  to  discuss  all  of  the  specifica- 
tions of  alleged  error.  So  far  as  they  attack  the  findings 
of  the  Commission  merely  upon  the  ground  that  those  find- 
ings could  not  be  made  upon  the  evidence  by  reasonable 
men,  there  is  obviously  no  occasion  for  comment  by  us 
unless  upon  review  we  find  occasion  to  change  those  find- 
ings. We  do  not  find  such  occasion,  and  we  shall  accord- 
ingly do  little  more  here  than  to  point  out  some  of  the 
particulars  in  which  it  is  evident  that  the  petitioners  have 
wholly  misapprehended  what  the  Commission  said  in  its 
report  in  these  cases. 

In  their  third  specification  the  petitioners  allege  as 
error  that  the  Commission  did  not  attach  to  the  properties 
the  reproduction  value  testified  to  by  a  witness  **  employed 
and  paid  by  the  Commission,"  but  **  disregarded  this  evi- 
dence without  giving  reasons,  except  a  suggestion  as  to 
the  rule  of  law  applicable  to  the  valuation  of  copper  wire 
and  pole  rights."  The  Commission  does  not,  in  any  case, 
feel  bound  to  surrender  its  judgment  to  that  of  any  wit- 
ness, irrespective  of  whether  he  may  be  paid  or  employed 
by  parties  or  by  the  Commission.  The  witness  in  question 
is  not  a  member  of  the  regular  staff  of  the  Commission, 
but  has  been  employed  in  this  case  only.  It  is  clear  from 
our  report  that  we  believed  his  unit  prices  excessive.  It 
may  be  frankly  so  stated  now  without  any  intention  to 
reflect  upon  him.  The  question  then  is  whether  by  employ- 
ing an  engineer  to  examine  and  report  upon  a  property 
the  Commission  becomes  legally  bound  to  accept  any  valua- 
tion he  may  see  fit  to  place  upon  it.  We  shall  not  act  upon 
that  theory  until  we  are  compelled  to  do  so. 

The  remarks  with  regard  to  the  valuation  of  copper  wire 
and  pole  rights  were  not  intended  as  rulings  of  law. 
Reference  was  made  to  those  two  matters  merely  as  indica- 
tive of  the  liberality  of  the  witness  in  making  up  his  valua- 
tion. In  physical  valuations,  engineers  follow  various 
rules  as  to  the  cost  of  materials  to  apply  in  fixing  unit 
prices.    It  is,  of  course,  evident,  and  it  is  clearly  recognized 
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by  us,  that  the  present  price  of  any  material  must  be  the 
price  to  consider  in  determining  simply  the  present  cost 
of  reproduction,  but  it  is  our  belief  that  to  adopt  such  price 
to  the  exclusion  of  original  cost  and  other  factors  will,  in 
some  cases,  result  in  valuations  clearly  too  high,  and  in 
others,  too  low.  The  present  price  of  reproduction  is  an 
element  to  be  considered,  and  ought  to  be  given  due  weight, 
but  it  is  not  controlling.  What  the  Commission  had  in 
mind  as  to  copper  wire  can  be  fully  understood  only  in 
connection  with  that  part  of  the  report  in  the  Berlin  case* 
to  w^hich  we  referred.  In  discussing  the  same  matter  there 
we  said: 

"  Sloan,  Huddle  and  Company  figured  the  value  of  copper  wire  at  tbe 
average  price  for  the  last  five  years,  making  a  price  per  pound  of  15.5 
cents,  whi^e  Sanderson  and  Porter  figured  upon  the  basis  of  the  present 
price  per  pound,  which  is  19  cents.  This  makes  a  substantial  difference 
in  the  item  allowed  for  copper  wire.  It  should  be  remembered,  however, 
that  present  prices  were  not  paid  in  the  construction  of  these  properties. 
The  original  cost  of  construction  and  the  present  cost  of  reproduction 
are  both  elements  to  be  considered  in  determining  fair  value.  The  aver- 
age price  for  five  years  is  more  likely  to  indicate  the  original  cost  than 
the  present  price. 

AVe  believe  that  stability  of  investment  is  quite  as  essential  to  investors 
in  public  utilities  as  fair  value  is  to  the  public  at  large,  and  that  in 
transfer  cases  and  rate  cases  it  is  in  the  interest  of  both  the  investors 
and  the  public  not  to  attach  such  weight  to  the  single  element  of  cost 
of  reproduction  as  to  allow  the  temporary  fiuctuations  in  prices  of  material 
unduly  to  affect  the  value  of  permanent  plants..  It  would  seem  to  be 
fair,  and  consistent  with  a  sound  policy,  to  attach  more  weight  to  average 
prices  of  materials  over  a  considerable  term  than  to  prices  upon  any 
single  particular  date.  Five  years  would  seem  to  be  a  rea.sonable  tenii. 
We  shall,  accordingly,  not  change  thii?  item  in  the  tabulation  of  Sloan, 
Huddle  and  Company,  but  we  shall  consider  and  give  due  weight  to  the 
evidence  as  to  the  present  cost  of  copper  wire  in  making  our  final  con- 
clusion as  to  fair  value." 

In  this  case  we  followed  the  same  course,  and  in  coming 
to  our  final  conclusion,  as  we  clearly  stated,  gave  **  careful 
consideration  to  all  the  evidence  before  us  tending  to  show 
*  *  *  the  present  cost  to  reproduce  (the  properties 
proposed  to  be  transferred).'' 


•  Printed  in  Commission  Leafiet  No.  21,  at  page  781. —  En. 
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With  regard  to  pole  rights,  we  did  not  rule  that  the  same 
must  be  taken  at  their  actual  cost  when  the  lines  were  built. 
It  is  clear  that  in  reproducing  the  properties  today  present 
prices  would  have  to  be  paid.  So  far  as  there  is  evidence 
before  us  having  any  tendency  to  show  what  would  have 
to  be  paid  for  pole  rights  today,  the  same  has  been  con- 
sidered. There  is,  however,  nothing  in  the  evidence  which 
satisfies  us  that  the  present  cost  would  be  anything  ap- 
proaching the  amount  allowed  by  the  witness.  We  referred 
to  these  matters,  as  stated,  merely  to  illustrate  the  way  his 
valuations  were  made.  Other  illustrations  might  have 
been  given,  but  we  do  not  understand  it  to  be  incumbent 
upon  us  to  state  in  detail  the  reasons  for  not  adopting  the 
opinion  of  any  witness  who  may  testify. 

The  fourth  specification  alleges  that  the  Commission 
either  failed  to  make  allowance  for  (1)  overhead  charges, 
(2)  water  power,  and  (3)  **  going  concern  value,''  or 
*'  allowed  the  grossly  inadequate  sum  of  $22,000,  viz.j  the 
difference  between  *  *  •  $130,000  and  $152,000."  The 
trouble  with  this  specification  is  that  it  assumes  the  cost 
of  reproduction  to  be  a  fixed  absolute  part  of  the  present 
fair  value  to  which  other  items  must  be  added  for  other 
elements  of  value,  whereas  cost  of  reproduction  is  merely 
a  fact  to  be  considered  in  connection  w  ith  all  other  relevant 
facts.  In  this  case,  as  stated,  we  considered  all  evidence 
tending  to  show  the  cost  to  reproduce  the  properties.  This 
included  all  evidence  as  to  what  it  would  cost  to  reproduce 
the  properties  today,  including  the  poles  and  such  charges 
for  ^^  overhead  "  as  would  have  to  be  paid.  In  coming  to 
our  final  conclusion,  however,  we  considered  this  evidence 
in  connection  with  such  facts  as  were  before  us  tending  to 
show  the  way  in  which  the  properties  were  built  up,  and 
the  money  which  actually  went  into  them.  We  understand 
this  to  be  the  rule  laid  down  in  Smyth  v.  Ames. 

It  is  alleged  as  error  in  the  fifth  specification  that  we 
failed  to  state  by  what  principles  we  were  governed  in 
attaching  values  to  the  water  powers,  and  that  we  did  not 
include  a  separate  item  assigned  to  *'  going  concern  value." 
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"  We  feel  that  any  attempt  to  establish  a  formula  for  detennining:  the 
value  of  water  power  would  prove  as  difficult  as  the  establishment  of  a 
formula  for  fixing  by  mathematical  process  the  exact  value  of  an  entire 
public  utility  plant. 

"  The  original  cost  of  the  water  power,  the  cost  of  developing  the  same, 
and  cost  of  similar  powers  in  substantially  similar  locationB,  the  amount 
of  actual  earnings  in  the  past,  and  estimated  earnings  in  the  future,  are 
undoubtedly  all  proper  matters  for  consideration.  But  when  a  water 
power  is  an  integral  part  of  a  utility  property  it  is  unnecessary  and  not 
ordinarily  desirable  to  endeavor  to  fix  an  exact  value  for  the  same  con- 
sidered apart  from  the  other  portions  of  the  property  to  be  valued. 
Evidence  of  the  character  indicated  should  be  considered,  but  in  the  end 
it  will  ordinarily  be  best  to  fix  a  value  upon  the  entire  property  to  be 
appraised  rather  than  to  attempt  to  dissect  it,  and  fix  an  exact  value  on 
all  its  several  parts."  In  re  Berlin  Electric  Light  Company  (decided 
August  30,  1913).* 

In  detennining  this  case  we  considered  these  properties 
as  going  concerns,  having  attached  to  their  lines  sufficient 
customers  to  give  them  the  earning  power  at  present  rates 
w^hich  they  were  shown  to  have.  We  considered  this  earn- 
ing power,  but  we  considered  also  the  fact  that  by  law  the 
rates  were  limited  to  an  amount  sufficient  only  to  yield  a 
fair  return  upon  the  present  fair  value  of  the  properties 
in  use.  It  is  evident-  that  the  rates  are  now  higher  than 
they  lawfully  ought  to  be.  Instead  of  increasing  capital- 
ization to  absorb  the  excess  earnings,  rates  should  appar- 
ently be  reduced  to  a  considerable  extent.  After  the  de- 
cision in  these  cases  the  Mascoma  and  Lebanon  companies 
were  both  asked  to  make  a  voluntary  reduction  in  rates. 
That  suggestion  is  still  pending.  If  it  shall  not  be  com- 
plied with,  it  will  be  the  clear  duty  of  this  Commission, 
by  proper  proceedings,  to  determine  and  fix  reasonable 
rates. 

This  method  of  treating  the  element  termed  by  the  peti- 
tioners '*  going  concern  value  "  appears  to  have  been  ap- 
proved by  the  United  States  Supreme  Court  in  the  Cedar 
Rapids  Gas  case.  In  that  case  a  **  going  concern  value  *' 
of  $100,000  was  claimed,  but  the  State  court  said: 
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"  The  value  of  the  plant  is  to  be  estimated  in  its  entirety,  rather  than 
by  the  addition  of  estimates  on  its  component  parts,  though  the  latter 
course  will  materially  aid  in  determining  the  value.  Advantages  have 
accrued  through  the  sagacity  of  its  management  as  contended  by  appel- 
lant. So,  too,  there  are  the  inevitable  mistakes  which  would  not  be  likely 
in  the  construction  of  a  new  plant;  but  to  put  a  new  plant  in  profitable 
operation  time  would  be  required,  and,  aside  from  the  intangible  element 
of  good  will,  the  fact  that  the  plant  is  in  successful  operation  constitutes 
an  element  of  value.  ♦  ♦  *  The  value  of  the  system  as  completed, 
earning  a  present  income,  is  the  criterion.  In  so  far  as  influenced  by 
income,  however,  the  computation  necessarily  must  be  made  on  the  basis 
of  reasonable  charges,  for  whatever  is  exacted  for  a  public  service  in 
excess  of  this  is  to  be  regarded  as  unlawful.  Save  as  above  indicated, 
the  element  of  value  designated  as  '  going  concern '  is  but  another  name 
for  *  good  will,'  which  is  not  to  be  taken  into  account  in  a  case  like  this, 
where  the  company  is  granted  a  monopoly." 

The  case  was  brought  before  the  United  States  Supreme 
Court  upon  a  writ  of  error,  and  upon  this  point,  in  an 
opinion  by  Holmes,  J.,  it  was  said : 

"Although  it  is  argued  that  the  court  excluded  going  value,  the  court 
expressly  took  into  account  the  fact  that  the  plant  was  in  successful 
operation.  What  it  excluded  was  the  good  wiU  or  advantage  incident 
to  the  possession  of  a  monopoly,  so  far  as  that  might  be  supposed  to 
give  the  plaintiff  the  power  to  charge  more  than  a  reasonable  price. 
•  *  •  The  court  fixed  a  value  on  the  plant  that  considerably  exceeded 
its  cost  and  estimated  that  under  the  ordinance  the  return  would  be  over 
6  per  cent.  Its  attitude  was  fair  and  we  do  not  feel  called  upon  to 
follow  the  plaintiff  into  a  nice  discussion  of  details.  Cedar  Rapids  Gas 
Light  Co.  v.  City  of  Cedar  Rapids,  223  U.  S.  669." 

The  sixth  and  seventh  specifications  allege  as  error  the 
findings  of  the  Commission  as  to  the  cash  investment  in 
the  physical  properties  in  question.  These  findings  were 
made  after  a  careful  study  of  such  books  of  account  of  the 
two  companies  as  were  submitted  to  the  Commission  and 
all  other  evidence  before  us.  The  bonds  and  stocks  issued 
when  the  Mascoma  company  was  organized  are  not  shown 
to  have  had  any  relation  to  the  actual  amount  theretofore 
invested  in  the  properties  conveyed  to  it,  or  to  the  actual 
value  of  those  properties  at  that  time.  The  amount  of 
capital  issued  against  property  by  promoters  or  incorpo- 
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rators  usually  has  little  tendency  to  show  its  value.  Cer- 
tainly it  cannot  be  treated  as  controlling  in  a  case  such  as 
this.  We  have  considered  all  of  the  facts  connected  with 
the  history  of  these  properties  so  far  as  the  same  seem 
to  have  any  tendency  to  show  either  original  cost  or  present 
value,  but  upon  all  the  evidence  we  are  constrained  to  find, 
as  above  stated,  that  the  amount  of  stock  and  bonds  issued 
againt  the  Mascoma  properties  in  1893  is  entitled  to  little 
weight  as  indicating  either  the  cost  or  value  of  the  Mas- 
coma  properties  at  that  time. 

It  is  alleged  in  the  eighth  specification  that  the  Commis- 
sion ignored  the  fact  that  the  Mascoma  company  paid  no 
dividends  in  early  years.  This  supposition  is  entirely 
unfounded  either  in  fact  or  in  anything  which  is  said  in 
our  report.  The  evidence  as  to  non-payment  of  dividends 
was  given  due  weight.  We  considered  that  in  this  case 
dividends  shown  to  have  been  foregone  were  in  fact  invest- 
ments by  the  stockholders  in  the  properties  in  question, 
and  were  entitled  to  be  considered  as  a  pari  of  original 
cost  in  arriving  at  the  fair  present  value,  in  the  same  way 
as  if  originally  paid  in  for  additional  capital  stock  issued. 
Unless  the  stockholders  of  the  Mascoma  company  had  fore- 
gone dividends  in  early  years,  either  its  plant  would  not 
have  been  built  up  to  its  present  value,  or  the  company 
would  have  had  a  much  larger  debt. 

In  any  case  where  the  present  fair  value  of  a  public 
utility  plant  is  to  be  determined  we  hold  that  the  entire 
financial  history  of  the  plant  is  relevant  matter  for  con- 
sideration. 

"  Justice  requires  that  one  devoting  his  money  to  an  investment  in  a 
public  service  property  (assuming  the  enterprise  to  be  well  conceived 
and  well  managed)  shall  receive  a  fair  return  upon  that  property  during 
all  the  time  that  it  is  devoted  to  public  use — ,  during  the  first  year  as 
well  as  succeeding  years, —  and  that  he  shall  receive  as  well  a  return 
upon  the  amounts  necessarily  spent  in  getting  the  business  upon  a  pay- 
ing basis."    In  re  Berlin  Electric  Light  Co.* 

Whatever  the  owners  of  the  property  have  spent  in  the 
public  interest  in  the  construction  and  development  of  the 
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properties  to  be  valued  is,  under  Smyth  v.  Ames,  entitled 
to  consideration,  and,  we  believe,  to  very  much  weight. 
We  understand  this  to  apply  to  dividends  foregone  and 
reinvested  in  plant  as  well  as  to  investment  made  from 
funds  originally  advanced  by  stockholders.  In  this  case 
we  have  considered  that  the  dividends  foregone  were  in- 
vested either  in  constructing  physical  properties  or  in 
building  up  the  business  to  a  paying  basis.  We  may  say, 
however,  that  the  amounts  so  invested  are  apparently  much 
less  than  are  claimed  by  the  petitioners  in  this  specification. 
It  should  also  be  noted,  with  reference  to  this  and  other 
specifications,  that  the  evidence  as  to  the  financial  history 
of  these  companies  is  verj^  meager.  Repeated  and  i)er- 
sistent  efforts  to  obtain  access  to  their  books  of  account 
resulted  in  securing,  after  long  delay,  only  certain  books 
of  the  Maseoma  company,  the  results  of  an  examination 
of  which  are  sunmied  up  in  a  report  made  to  us  by  Fred- 
erick E.  Webster,  then  assistant  clerk  of  this  Commission, 
a  skilled  accountant,  upon  which  report  our  conclusions  as 
to  the  financial  history  of  this  company  are  largely  based, 
and  a  single  recent  ledger  and  so-called  journal  of  the  Leb- 
anon com])any,  practically  useless  without  the  ordinary 
acc*<)m})anying  and  explanatory  books.  It  appeared  that 
the  earlier  books  of  the  Lebanon  company  had,  within  a 
short  time,  been  examined  by  an  expert  accoimtant  in 
belialf  of  the  petitioners.  They  informed  us  that  he  re- 
])orted  tliat  very  little  information  of  value  could  be 
obtained  from  them.  Counsel  for  the  petitioners  also 
stated  during  the  hearings  that  he  had  learned  that  the 
books  were  at  the  company's  office  in  Lebanon.  When  we 
attempted  to  get  them,  however,  they  could  not  be  found. 
None  of  the  books  were  put  in  evidence,  and  they  appeared 
in  the  case  only  so  far  as  our  accountant  reported  to  us 
the  results  of  his  examination  of  them.  Statements  of 
counsel  in  briefs  and  motions  for  rehearing  cannot  be 
accepted  as  evidence  of  the  contents  of  books  not  furnished 
to  the  Commission  for  examination  or  not  offered  as  evi- 
dences     The  earlier  books  of  the  Maseoma  company  are 
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very  vagne  and  unsatisfactory,  and  in  onr  opinion  do  not 
snpport  many  of  the  inferences  which  counsel  draw  from 
them.  In  particular,  it  should  be  noted  that  we  find  that 
the  dividend  account  of  the  Mascoma  company  represents, 
at  least  in  the  main,  sums  actually  paid  to  stockholders  as 
dividends.  The  irregularity  of  the  amounts  paid,  in  view 
of  the  dominant  ownership  and  control  of  the  company  by 
the  individuals  to  whom  payment  was  made,  the  only  other 
stockholders  being  tlie  salaried  manager  of  the  company 
and  its  counsel,  does  not  nullify  the  inference  to  be  drawn 
from  the  setting  up  and  maintaining  for  a  long  series  of 
years  of  an  account  specifically  entitled  a  dividend  account. 
It  is  probable,  in  view  of  the  general  looseness  of  the  book- 
keeping, that  some  items  appear  in  this  account  which  do 
not  properly  belong  there.  But  the  amount  which  should 
be  deducted  is  not  large  enough  to  change  our  conclusion 
as  to  the  true  nature  of  the  substance  of  the  account.  And 
a  complete  reversal  of  the  finding  upon  this  point  would 
not  at  all  affect  the  decision  upon  these  petitions. 

The  books,  moreover,  were  not  the  only  accessible  source 
of  evidence  as  to  the  financial  history  of  these  companies. 
Mr.  Eogers,  the  president,  general  manager  and  majority 
owner  of  the  Lebanon  company,  presumably  knows  all 
that  there  is  to  know  aibout  the  history  of  that  company, 
except  for  details  of  figures  which  would  have  to  be  ob- 
tained from  the  books.  The  petitioners'  xiounsel  at  the 
opening  hearing,  held  in  October,  1912,  a  year  before  the 
final  submission  of  the  case,  regretted  that  it  was  incon- 
venient for  Mr.  Rogers  to  be  present  on  that  particular 
day.    He  was  never  produced  at  any  subsequent  hearing. 

Mr.  Collins,  the  manager,  and,  outside  of  the  Barnes 
family,  the  only  considerable  stockholder  of  the  Mascoma 
company,  could  certainly  have  cleare<l  up  many  important 
and  material  points  upon  which  the  books  were  deficient  or 
obscure.  At  a  hearing  in  January,  1913,  the  Commission 
suggested  the  importance  of  calling  Mr.  Collins  to  ex- 
plain these  matters.    But  he  was  never  called. 

The  explanation  of  the  unsatisfactory  state  of  the  evi- 
dence in  these  particulars  rests  in  the  fact  that  the  peti- 
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tioners  at  all  stages  of  the  case  most  strenuously  contended 
that  the  amount  of  the  investment,  the  financial  history  of 
the  companies  generally,  and  the  price  paid  for  them,  were 
absolutely  immaterial,  and  that  they  were  entitled,  as  a 
matter  of  strict  legal  right,  to  the  reproduction  cost  of  the 
properties.  They  planted  themselves  squarely  and  with- 
out reservation  upon  the  engineers'  testimony  as  to  that 
cost,  and  protested  vigorously  and  persistently  against 
any  inquiry  into  any  other  factor  as  a  basis  of  valuation. 
And  in  his  final  argument  the  petitioners'  counsel  claimed 
that  they  were  entitled  to  the  replacement  value  as  an 
irreducible  minimum,  to  be  increased  by  an  allowance  for 
the  alleged  exceptional  earning  power  of  the  properties. 

The  meagerness  of  the  testimony  upon  points  which 
the  Commission  clearly  indicated  to  be  in  their  judgment 
both  material  and  important  does  not  justify  supplying 
deficiencies  in  the  proof  by  assumptions  not  supported  by 
the  record. 

The  twelfth  specification  alleges  that  the  Commission 
**  apparently  holds  that  the  plant  and  construction  ac- 
counts of  the  Mascoma  and  Lebanon  companies  state  the 
total  amount  of  the  investment  in  those  properties. ' '  Noth- 
ing in  our  report  is  intended  to  indicate  any  such  finding 
—  in  fact  the  contrary  clearly  appears.  We  considered  all 
of  the  evidence  before  us  having  any  tendency  to  show 
that  the  accounts  in  question  understated  the  actual  costs 
wliich  they  purported  to  state,  and  we  accepted  them,  not 
as  an  exact  statement  of  such  costs,  but  as  statements  made 
**  with  approximate  correctness."  In  the  case  of  the 
Lebanon  company  it  was  recognized  that  the  investment  in 
plant  and  equipment  might  run  several  thousand  dollars 
above  the  total  stated. 

And  the  detailed  examination  made  by  Mr.  Webster 
showed  that  the  construction  account  of  the  Mascoma  com- 
f)any  contained  items  which  did  not  properly  belong  there. 
Tlis  examination  involved  a  consideration  of  each  separate 
item  charged  to  that  account,  and  showed  that  the  accounts 
kept   by   the   company   included   substantially  everything 
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that  should  have  been  charged  to  that  account,  together 
with  some  considerable  items  not  «o  chargeable. 

So  far  as  any  allegations  of  fact  contained  in  the  various 
specifications  of  error  are  not  here  discussed,  they  are 
considered  as  either  immaterial  or  as  not  supported  by 
evidence  which  satisfies  us  that  they  could  justly  be  found 
to  have  been  proved. 

The  sixteenth,  seventeenth  and  eighteenth  specifications 
are  founded  upon  an  evident  misapprehension  of  certain 
discussion  in  our  report.  It  was  there  suggested  that 
**  whatever  the  true  basis  of  valuation  of  the  property  of 
a  public  utility  *  *  it  differs  widely  from  a  like  aggre- 
gation of  equivalent  elements  held  in  -strictly  private  own- 
ership." That  paragraph  and  the  five  following  para- 
graphs of  the  report  were  intended  merely  as  a  statement 
of  the  very  evident  fact  that  a  public  utility  property  is 
held  subject  to  certain  important  restrictions  and  duties. 
The  owners  of  such  property  may  not  transfer  it  to  whom 
they  will,  and  upon  what  terms  they  will,  but  may  make 
such  transfer  only  when  approved  by  the  Commission  as 
provided  by  the  statute ;  they  may  not  capitalize  the  prop- 
erty according  to  their  own  judgment  for  whatever  sum 
they  please,  but  stock  and  bonds  may  be  issued  only  when 
approved  by  the  Commission;  they  may  not  charge  what- 
ever price  they  can  secure  for  service  which  they  render, 
but  are  limited  to  a  reasonable  return  upon  the  fair  value 
of  their  property;  they  are  not  at  liberty  to  determine  for 
themselves  what  character  of  service  they  will  give  or  what 
equipment  they  will  provide,  but  are  subject  to  supervision 
and  regulation  with  reference  thereto;  and  they  are  re- 
quired likewise  to  keep  accounts  in  the  form  prescribed  by 
the  Commission,  at  all  times  open  to  inspection,  and  to 
make  returns  showing  the  precise  state  of  their  affairs  so 
that  the  amount  of  their  earnings  may  be  at  all  times 
known  and  kept  within  the  limit  of  a  fair  return  allowed 
by  law. 

It  is  evident  that  in  fixing  the  value  of  a  public  utility 
property,  either  for  rate  making  or  for  capitalization  pur- 
poses, it  cannot  be  considered  as  if  its  owners  were  wholly 
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free  from  all  public  duties  and  from  all  public  control  aud 
regulation.  The  value  of  purely  private  property  of  any 
kind  is  its  exchange  value  —  what  it  will  sell  for  in  the 
market.  And  what  it  will  sell  for  in  the  market  is  deter- 
mined largely  by  the  amount  of  earning  capacity  which  it 
has  under  such  charges  for  its  use  as  its  owners  may  see 
fit  to  make.  What  it  will  sell  for  in  the  market  is  also  ordi- 
narily determine<l  very  closely  by  what  another  like  piece 
of  property  can  be  produced  for.  But  neither  what  it  will 
sell  for  in  the  market,  nor  what  it  can  be  made  to  earn  a 
return  upon  under  unregulated  rates,  nor  what  it  can  be 
reproduced  for,  can  be  taken  as  the  absolute  measure  of  tlie 
value  of  a  public  utility  property.  All  of  these  matters  are 
to  be  taken  into  consideration  wdth  other  facts  and  ^*  are  to 
be  given  such  weight  as  may  be  just  and  right  in  each 
case."  In  one  case  the  present  fair  value,  upon  which  a  fair 
return  should  be  permitted,  may  be  less  than  what  it  would 
cost  to  reproduce  the  physical  property;  in  another  case 
the  owTiers  may  have  Avisely  and  prudently  invested  suf- 
ficient sums  in  carrying  the  business  through  a  develop- 
ment period,  either  in  money  originally  advanced  or  in 
dividends  foregone,  so  that  the  **  present  fair  value  " 
ought  not  to  be  limited  to  the  reproduction  cost.  It  was 
in  this  sense  that  the  statement  was  made  that  a  public 
utility  **  in  the  relation  which  the  value  of  the  plant  as  a 
unit  bears  to  the  sum  of  the  value  of  its  component  ele- 
ments differs  mdely  from  a  like  aggregation  of  equivalent 
elements  held  in  strictly  private  ownership.^' 

It  would  be  a  manifest  absurdity  to  state  that  the  whole 
is  less  than  the  sum  of  the  parts.  We  did,  however,  mean 
to  hold  that  the  cost  of  reproducing  the  component  ele- 
ments of  a  public  utility  property  may  vary  widely  from 
the  amount  which  should  be  fixed  as  the  fair  value  for  cap- 
italization or  rate  purposes. 

It  is  not  our  understanding  that  the  legislation  creating 
this  Commission  and  subjecting  public  utilities  to  its  jur- 
isdiction had  the  effect,  or  was  intended  to  have  the  effect, 
of  subjecting  public  utility  i)roperties  to  disabilities  or  of 
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imposing  incumbrances  upon  such  properties,  so  as  to  af- 
fect in  any  degree  whatever  the  fair  value  of  such  prop- 
erties for  purposes  of  transfer,  capitalization  or  rate  mak- 
ing. The  restrictions  and  duties  which  in  our  report  were 
referred  to  as  **  disabilities  ^ '  or  '*  incumbrances  "  were 
in  no  sense  created  by  the  Public  Service  Commission  Act. 
Public  utilities  were  just  as  much  subject  to  governmental 
regulation  before  the  passage  of  the  act  in  question  as 
afterwards,  the  Commission  being  merely  a  legislative 
agency  created  to  exercise  certain  powers  of  regulation 
which  the  legislature  could  not  itself  conveniently  exer- 
cise. The  regulatory  machinery  was  new,  but  the  obliga- 
tion to  submit  to  regulation  and  the  duty  to  provide  rea- 
sonable service  at  just  and  reasonable  rates  existed  an- 
terior to  the  passage  of  the  act,  and  sprang  from  the  pub- 
lic use  to  which  the  owners  of  those  properties  originally 
devoted  the  same,  and  from  the  rights  and  franchises  re- 
ceived by  them  from  the  public.  The  view  taken  by  the 
Commission  of  the  effect  of  the  legislation  in  question  was 
indicated  in  Remick  et  al.  v.  Boston  and  Maine  Railroad* 
(decided  February  7,  1914),  where  it  is  said: 

"  The  common  law  duty  *  *  is  probably  not  increased  with  re- 
spect to  facilities  by  the  Public  Service  Commission  Act,  but  merely  a 
means  of  enforcing  the  performance  of  that  duty  supplied." 

The  twentieth  specification  is  based  upon  an  assump- 
tion which  is  contrary  to  the  clear  statement  of  the  report. 
The  discussion  to  which  it  has  reference  was  not  intended 
to  indicate  the  basis  upon  which  the  Conunission  proceeded 
in  determining  the  value  of  the  properties  in  this  case. 
Recognizing  some  present  uncertainty  in  the  law,  we  con- 
sidered it  our  duty  to  follow  the  rule  as  laid  down  in 
Smyth  V.  Ames,  and  clearly  so  stated. 

We  also  recognize  that  in  a  capitalization,  rate  or  trans- 
fer case,  the  value  of  a  public  utility  property  is  to  be 
fixed  as  of  the  date  of  the  inquiry,  and  not  as  of  any  other 
date.    As  we  have  before  said,  what  amounts  were  origi- 


•  4  X.  H.  P.  S.  C.  R.  209,  212.—  Ed. 

Digitized  by  LjOOQIC 


596      New  Hampshire  Public  Service  Commission. 

[N.  H. 
nally  invested  in  the  property,  or  the  amount  it  sold  for  at 
a  given  date,  or  what  amount  it  would  cost  to  reproduce 
the  same,  does  not  control  and  fix  the  fair  present  value. 
As  a  matter  of  law,  no  single  fact  is  controlling.  The 
weight  to  be  given  any  fact  is  to  be  determined  by  the  Com- 
mission. In  this  particular  case  we  felt  that  the  amount 
paid  for  the  properties  by  Mr.  Streeter  w«s  entitled  to 
more  weight  as  fixing  the  limit  of  value  than  any  other 
single  fact,  and  we  still  feel  so.  We  did  not,  however,  dis- 
regard all  other  evidence,  nor  did  we  give  to  the  fact  men- 
tioned more  weight  than  to  all  other  evidence.  We  care- 
fully considered  the  other  evidence,  and  we  w^ere  convinced 
by  it  that  the  value  of  the  properties  was  substantially 
above  the  amount  of  their  present  capitalization,  but  wa^ 
not  more  than  the  amount  paid  for  them  by  Mr.  Streeter. 
We  certainly  do  not  intend  to  have  it  understood  that 
whatever  price  a  purchaser  may  see  fit  to  pay  for  utility 
properties  will  be  accepted  as  fixing  the  value  for  rate  or 
capitalization  purposes.  Owing  to  the  peculiar  knowledge 
which  those  making  sales  to  Mr.  Streeter  had  of  the  origi- 
nal cost  of  these  properties,  the  cost  of  their  operation, 
their  earning  capacity  and  their  rate  of  depreciation,  we 
felt  that  the  price  accepted  by  them  was  entitled  to  special 
weight.  We  should,  however,  probably  have  reached  the 
same  conclusion  which  we  did  reach  upon  the  other  e\'i- 
dence  in  the  case  had  this  fact  been  wholly  excluded  from 
consideration. 

Specifications  thirty-two  to  thirty-seven,  inclusive,  apply 
to  supposed  rulings  of  the  Commission  with  reference  to 
the  petitioners'  water  powers,  which  supposed  rulings, 
it  was  alleged,  are  erroneous  as  a  matter  of  law.  We 
have  examined  that  portion  of  our  report  in  w^hich  the 
water  powers  and  claims  of  value  therefor  were  discussed, 
and  we  find  nothing  which  could  be  considered  as  a  ruling 
of  law  unless  the  following  statement  might  be  so  consid- 
ered: 

"  We  cannot  admit  that  there  is  any  compulsory  method  of  determining 
the  value  of  a  water  power,  or  of  any  other  part  of  the  plant  of  a  public 
utility,  except  the  method  of  considering  all  the  available  evidence,  and. 
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exercising  the  best  possible  judgment  in  giving  to  each  fact  its  due 
weight,  determining,  upon  all  the  evidence,  what  that  power  is  worth 
in  the  market.  Its  saving  to  the  owner  over  some  more  expensive  method 
of  power  production  does  not  measure  its  selling  price,  or  value,  any 
more  than  the  cost  of  reproduction  method  determines  the  value  of 
physical  structures,  simply  because,  as  a  matter  of  fact,  water  powers 
are  not  valued  and  do  not  sell  upon  that  basis." 

The  *'  saving  over  coal  "  method  would  be  a  very  easy 
and  convenient  method  of  valuing  water  powers.  It  would 
lead  to  absurd  results  in  most  cas^s,  and  would  erect  a  con- 
stitutional barrier  against  rate  regulation  in  the  case  of 
most  hydro-electric  utilities.  But  if  it  is  a  rule  which  we 
are  legally  bound  to  adopt  and  follow,  it  will  be  well  to 
have  that  point  authoritatively  determined  as  early  as  may 
be,  as  we  do  not  now  so  hold. 

In  this  case  we  did  consider  all  of  the  evidence  which 
was  before  us  ha\'ing  any  tendency  to  indicate  what  the 
water  powers  were  worth  in  the  market,  and  in  placing  a 
value  upon  the  properties  as  a  whole  we  made  full  and 
fair  allowance  for  the  water  powers.  This  was  not  done 
on  the  '*  saving  over  coal'*  basis,  which  would,  in  our 
opinion,  have  resulted  in  an  allowance  grossly  out  of  pro- 
portion to  the  real  value  of  the  powers  for  sale  in  the 
market,  for  use  in  the  operation  of  these  plants,  or  for  any 
other  purpose.  We  did  hold  that  water  power  has  value 
'*  if  it  produces  energy  at  a  sufficient  saving  over  coal  to 
offset  the  disadvantages  attendant  upon  its  variable  pro- 
duction." Such  value  the  owners  of  the  power  are  entitled 
to  capitalize  and  to  earn  a  return  upon.  Nothing  in  our 
report  was  intended,  nor  do  we  think  can  be  fairly  inter- 
preted, as  indicating  any  different  view. 

With  reference  to  other  allege<l  errors  of  law,  it  is  suf- 
ficient to  state  that  an  examination  of  our  report  will,  in 
most  instances,  show  that  the  specifications  are  based  upon 
a  misapprehension  of  the  report  so  clear  as  not  to  require 
to  be  here  pointed  out,  and  that  in  other  cases  the  action 
of  the  Commission  complained  of  as  error  of  law  was  in 
fact  in  accordance  with  the  law,  as  we  understand  it. 
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Numerous  requests  are  inade  for  fiiHllngs  of  faet  and 
rulings  of  law  in  case  a  rehearing  should  be  granted.  We 
find  no  occasion  to  grant  a  rdiearing,  but  in  no  event 
should  we  deem  it  consistent  with  a  proper  practice  before 
this  Commission  to  recognize  a  ri^ht  by  parties  in  any  case 
to  require  the  Commission  to  make  a  multitude  of  rulings 
and  findings  unnecessary  to  a  proper  disposition  of  mat- 
ters involved.  If  our  action  is  deemed  not  to  be  supported 
here  by  evidence,  the  right  of  parties  to  an  appeal,  and  the 
method  of  taking  such  appeal,  are  clearly  defined  in  the 
statute.  The  statute  does  not  contemplate  any  such  pro- 
ceeding as  is  here  prox)ose(L 

As  to  the  general  allegations  that  the  orders  are  unrea- 
sonable and  unlawful  in  so  far  as  they  involve  *  *  any  find- 
ings  of  fact  or  rulings  of  law  inconsistent''  with  thesc> 
requests,  we  will  only  say  that  we  do  not  know  what  is 
meant  by  the  allegations,  and  that  it  does  not  give  us  that 
opportunity  to  re-examine  the  action  complained  of  which 
was  exddently  designed  by  the  legislature  when  it  provided 
that  the  motion  **  shall  set  forth  fully"  every  ground 
relied  on. 

(Jne  point  upon  which  the  report  appears  to  have  been 
misapprehended  may  perhaps  well  be  pointed  ont  It  is 
assumed  that  the  Commission  has  made  a  finding  that  the 
properties  are  of  the  value  of  $152,000.  We  did  not  so 
find,  nor  did  we  fix  any  specL&c  value  thereon.  We  did  find 
that  the  value  did  not  exceed  the  price  paid  by  Mr.  Streeter, 
meaning  the  net  cost  to  him  of  $152,015.54.  Having  found 
that  faet,  it  ¥ras  unnecessary  for  us  to  consider  the  case 
further,  since  the  proposed  transfer  for  $300,000  of  securi- 
ties was,  in  our  opinion,  clearly  prejudicial  to  the  public 
interest. 

The  only  question  before  the  Commission  upon  the  peti- 
tion was  whether  the  transfer  should  be  authorized  upon 
the  terms  proposed,  which  terms  were  found  in  certain 
l)ropositions  made  by  the  Lebanon  and  Mascoma  oom- 
]>aiiies,  accepted  by  the  Grafton  company,  and  set  forth  in 
the  petition.  We  found  in  each  case  that  the  amount  pro- 
^n)se(l  to  be  paid  in  securities  issued  against  the  properties 
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exceeded  the  present  fair  value  of  the  same.  In  each  case 
we  found,  not  only  that  the  petitioners  had  failed  to  show 
that  the  transfer  proposed  would  be  for  the  public  good, 
but  that  such  transfer,  by  reason  of  the  excessive  price  pro- 
posed, would  be  inimical  to  the  public  welfare,  and  against 
the  public  good.  Having  fouuvi  that  fact,  it  was  not  incum- 
bent upon  us  to  make  any  finding  as  to  the  exact  value  of 
the  properties,  nor  to  consider  other  questions  which  might 
otherwise  have  arisen. 

The  petitions  were  dismissed  *'  without  prejudice  to  the 
right  of  the  petitioners  to  make  application  for  authority  to 
transfer  for  a  less  purdiase  price  than  is  now  proposed. '  * 
Jt  was  the  intent  of  the  orders  to  go  no  further  than  to  deny 
the  pending  petitions.  The  opinion  of  the  Commission  that 
the  properties  did  not  exceed  in  value  the  price  paid  for 
them  by  Mr.  Streeter  was  not  intended  to  preclude  the  peti- 
tioners from  applying  for  authority  to  transfer  them  for 
any  amount  less  than  $300,000  which  the  petitioners  may 
believe  can  be  shown  to  be  their  present  fair  value.  Upon 
such  new  application  all  relevant  evidence  will  be  consid- 
ered, and  such  action  will  be  taken  rs  the  facts  justify. 

There  is  no  occasion  for  the  introduction  of  further  evi- 
dence upon  the  pending  petitions.  We  are  clearly  satisfied, 
from  the  evidence  produced  by  the  petitioners  themselves, 
that  an  excessive  price,  is  proposed  to  be  paid  for  each  of 
these  properties.  The  petitions  have  been  pending  for 
many  months,  and  all  evidence  which  the  petitioners  desired 
to  offer  was  received.     As  we  have  before  stated  : 

"A  rehearing  should  not  be  granted  to  permit  the  offering  of  additional 
evidence  merely  because  a  party  is  dissatisfied  with  the  findings  made/' 
Report  on  motion  for  rehearing,  Sanborn  v.  RcUlroad  (decided  November 
11,  1913)."  ♦ 

The  motion  for  a  rehearing  is  denied.  Filed  March  25, 
1914. 

Benton  and  Worthen,  Commissioners,  concurred. 


♦4  N.  H.  P.  S.  C.  R.  27,  33.— Ed. 
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Standards  of  Service  of  Electric  Utilities. 

Order  No.  314. 

Dated  May  27,  19.U. 
(4  N.  H.  P.  S.  C.  R.  328.) 

Order. 

Under  the  provisions  of  Chapter  124  of  the  Laws  of  1913, 
and  in  the  exercise  of  the  general  powers  of  the  Commis- 
sion, after  due  notice  to  all  public  utilities  affected,  and 
after  a  public  hearing  held  in  pursuance  of  said  notice  at 
the  office  of  the  Commission  on  the  twenty-eighth  day  of 
January,  1914, 

It  is  ordered,  That  the  rules  annexed  to  this  order,  enti- 
tled, ^' i?w/e5  P/e^.srni^m^r  Standards  for  Electric  Service, 
and  Providing  for  the  Testing  of  Meters,  and  Otherwise 
Regulating  the  Service  of  Electric  Utilities/'  be,  and 
hereby  are,  adopted  and  put  in  forc^, 

And  it  is  further  ordered,  That  said  rules,  and  the  regu- 
lations, standards  and  requirements,  thereby  fixed  and  pre- 
scribed shall  apply  to  each  public  utility  engaged  in  the  gen- 
eration, transmission,  or  sale  of  electricity  ultimately  sold 
to  the  public  which  in  any  one  year  shall  have  generated 
transmitted  or  sold  more  than  25,000  kilowatt  hours,  or 
shall  have  had  more  than  twenty-five  consumers,  and  that 
each  such  utility  shall  in  all  respects  conform  to  such  rules, 
regulations,  standards  and  requirements,  and  shall  comply 
therewith  and  carry  the  same  into  effect, 

Aud  it  is  further  ordered,  That  this  order  shall  take 
effect  on  July  1, 1914.  Ninety  days  is  fixed  as  a  reasonable 
time  within  which  Rules  9  and  15  shall  be  complied  with. 

By  order  of  the  Public  Service  Commission,  this  twenty- 
seventh  day  of  May,  1914. 
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Rules  Prescribing  Standards  for  Electric  Service,  and 
Providing  for  the  Testing  of  Meters,  and  Otherwise 
Regulating  the  Service  of  Electric  Utilities. 

definitions. 

Rule  1.  In  the  interpretation  of  these  rules  '*  Commis- 
sion "  shall  be  taken  to  mean  the  Public  Service  Commis- 
sion; *'  utility  '*  shall  be  taken  to  mean  any  public  utility 
engaged  in  supplying  electric  energy  to  the  public,  or  sup- 
plying current  to  such  utility;  '*  lighting  hours  ''  shall  be 
taken  to  mean  the  hours  between  sunset  and  10:30  p.  m.  ; 
* '  light  load  ' '  shall  be  taken  to  mean  any  load  not  less  than 
four  nor  more  than  10  per  cent,  of  the  rated  capacity  of 
the  meter;  '*  normal  load  ''  shall  be  taken  to  mean  the  per- 
centage of  the  connected  load  according  to  the  following 
classification : 

Per  cent. 

Residence  and  apartment  lighting 25 

Elevator  service 40 

Factories  (individual  drive),  churches  and  offices 45 

Factories   (shaft  drive),  theatres,  clubs,  entrances,  hallways,  and 

general  store  lighting 60 

Saloons,  restaurants,  pumps,   air  compressors,  ice  machines,   and 

moving  picture  theatres 70 

Sign  and  window  lighting  and  blowers 100 

and  *'  heavy  load  ''  any  load  not  less  than  60  per  cent,  of 
the  rated  capacity  of  the  meter. 

In  determining  the  percentage  error  of  a  meter  under 
Rules  5,  6,  and  7,  the  meter  shall  be  tested  at  light  load, 
normal  load,  and  heavy  load.  The  average  of  these  tests, 
obtained  by  multiplying  the  error  at  normal  load  by  three, 
adding  (algebraically)  the  error  at  light  load  and  heavy 
load  and  dividing  the  total  by  five,  shall  be  deemed  as  the 
average  error  of  the  meter,  and  such  final  average  shall  be 
used  in  calculating  the  amount  of  the  refund  should  it  ex- 
ceed 4  per  cent. 

ALLOWABLE   METER  ERROR. 

Rule  2.  No  electric  service  meter  shall  be  allowed  to 
remain  in  service  which  registers  upon  no  load,  has  an  in- 
correct gear  ratio,  register  constant,  test  constant,  or  dial 
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train,  or  which,  has  an  error  in  measurement  in  excess  of  4 
per  cent,  at  either  light  load,  normal  load,  or  heavy  load. 

INSTALLATION  TESTS. 

Rule  3.  Each  electric  meter  shall  be  checked  for  correct 
connection,  mechanical  conditions,  suitable  location,  and 
accuracy  of  measurement,  and  shall  be  adjusted  to  within 
1  per  cent,  at  light  load  and  at  heavy  load  A\'ithin  sixty  days 
after  installation.  Meters  shall  be  tested  under  conditions 
similar  to  those  at  which  they  will  be  required  to  operate. 
Meters  installed  with  instrument  transformers  or  shunts 
must  be  tested  jointly  with  the  transformers  or  shunts, 
otherwise  the  ratio  of  transformation  of  transformers,  or 
calibration  of  the  shunts  must  be  determined  at  least  once 
every  five  years,  and  records  kept  of  such  tests. 

PERIODIC  TESTS. 

Rule  4.  Each  electric  service  meter  shall  be  tested  ac- 
cording to  the  following  schedule,  and  adjusted  to  within 
1  per  cent,  at  light  load  and  heavy  load.  The  tests  shall 
be  made  by  comparing  the  meter  while  connected  in  its  per- 
manent position  on  the  consumer's  premises,  when  prac- 
ticable, with  suitable  standards,  making  at  least  two  test 
runs  at  each  load,  of  at  least  thirty  seconds  each,  which 
agree  within  1  per  cent. 

Single  phase,  induction  type  meters,  having  current 
capacities  not  exceeding  50  amperes,  and  polyphase  induc- 
tion tyi>e  meters  having  current  capacities  not  exceeding 
25  amperes,  shall  be  tested  at  least  once  every  twenty-four 
months,  and  as  much  of  tener  as  the  results  shall  warrant 
During  each  period  of  twelve  months,  until  all  such  meters 
have  been  tested,  each  utility  shall  teat  not  less  than  50 
per  cent,  of  the  meters  now  in  service,  those  longest  in 
service  being  tested  first;  provided,  hoivever,  that  this  rule 
shall  not  require  the  testing  of  any  meter  within  the  period 
fixed  by  the  above  schedule  after  any  prior  test,  if  the 
utility  shall  have  preserved  a  record  of  such  prior  test, 
and  shall  prior  to  September  1,  1914,  file  with  the  Commis- 
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sion  a  stat^nent  giving  the  make,  type,  number,  and  size 
of  the  meter  with  the  date  and  results  of  such  prior  test. 
All  single  phase,  induction  type  meters,  having  current 
capacities  exceeding  50  amperes,  all  polyphase  induction 
type  meters  having  current  capacities  exceeding  25  am- 
peres, and  all  commutator  type  meters,  shall  be  tested  at 
least  once  every  twelve  months,  and  as  much  oftener  as 
results  obtained  shall  warrant. 

request  tests. 

Bulb  5.  Each  utility  furnishing  metered  electric  service 
'  shall  make  a  test  of  the  accuracy  of  any  electric  service 
meter  upon  request  of  the  consumer,  made  at  the  oflGkse  of 
the  utility,  provided  the  consumer  does  not  request  such 
test  more  frequently  than  once  in  six  months.  A  report 
giving  the  results  of  each  request  test  shall  be  made  to  the 
consumer. 

COMMISSION  TESTS. 

RuLB  6.  Any  electric  service  meter  may  be  tested  by  an 
inspector  employed  by  the  Commission,  upon  written  ap-. 
plication  of  the  consumer,  and  payment  of  the  cost  of 
inspection  to  the  Commission.  If  the  meter  is  found  to 
be  more  than  4  per  cent  fast,  the  amount  paid  by  the  con- 
sumer will  be  returned  to  him,  and  shall  then  be  paid  by 
the  utility.  Each  such  application  shall  be  accompanied  by 
a  fee  of  $1.00,  which  is  fixed  as  the  fee  for  testing  upon 
complaint  any  meter  with  a  voltage  rating  not  exceeding 
250  volts  and  a  current  capacity  not  exceeding  25  amperes 
within  village  or  city  limits  upon  any  railroad.  For  test- 
ing other  meters  a  fee  equal  to  the  estimated  cost  to  the 
Commission  will  be  required. 

Rule  7.  The  Commission  will,  from  time  to  time,  test 
such  meters  of  each  utility  as  it  shall  judge  expedient. 
Under  the  provisions  of  Section  2  of  Chapter  124  of  the 
Laws  of  1913,  a  fee  of  50  cents  will  be  collected  from  the 
utility  for  each  meter  so  tested  with  a  voltage  rating  not 
exceeding  250  volts  and  a  current  capacity  not  exceeding 
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25  amperes,  and  for  each  meter  of  greater  capacity  a  fee 
equal  to  the  cost  to  the  Commission  of  testing  the  same. 


REFUNDS.* 


Rule  8.  Whenever  a  meter  is  tested  under  Rules  5,  6 
or  7,  and  is  found  to  be  more  than  4  per  cent,  fast,  the 
utility  shall  refund  to  the  consumer  such  percentage  of  the 
amount  of  the  bills  for  the  previous  six  months,  or  for  the 
time  the  meter  was  in  service,  or  since  the  last  preceding 
test,  not  exceeding  six  months,  as  the  meter  -was  found  to 
be  in  error- at  the  time  of  test;  provided,  however^  that  the 
Commission  in  any  case  may  relieve  the  utility  from  this 
requirement  to  such  extent  as  the  facts  may  appear  justly 
to  require.  Whenever  a  meter  so  tested  is  found  to  be 
more  than  4  per  cent,  slow,  the  utility  may  make  appli- 
cation to  the  Commission  for  authority  to  render  a  bill  to 
the  consumer  for  electricity  supplied  during  the  preceding 
six  months,  not  covered  by  bills  previously  rendered;  but 
such  application  should  be  made  only  in  cases  of  substan- 
tial importance,  and  should  be  accompanied  by  a  statement 
showing  the  utility  not  to  be  in  fault  for  allowing  the  in- 
correct meter  to  be  in  service. 

meter  testing  equipment. 

Rule  9.  Each  utility  furnishing  metered  electric  service 
shall  have  available,  in  proper  working  condition,  suitable 
standards  for  testing  its  meters,  and  shall  either  maintain 
Ihese  standards  correct  within  IV2  of  1  per  cent,  or  apply 
the  proper  correction  to  all  tests. 

METER   RECORDS. 

Rule  10.  Whenever  an  electric  service  meter  is  tested, 
the  original  test  record  shall  be  kept  indicating  the  infor- 
mation necessary  for  identifying  the  meter,  the  reasons  for 
making  the  test,  the  reading  of  the  meter  before  being  dis- 


*  This  rule  shall  not  be  taken  to  require  the  refund  of  any  part  of  a 
minimum  sennce,  or  demand  charge. 
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turbed,  a  statement  regarding  creepage  and  the  results  of 
the  test,  together  with  all  data  taken.  This  record  must  be 
sufficiently  complete  to  permit  the  convenient  checking  of 
the  methods  and  the  calculations.  Each  utility  shall  main- 
tain a  meter  record,  numerically  arranged,  indicating  ap- 
proximately when  the  meter  was  purchased,  its  identifi- 
cation, its  various  places  of  installation  with  dates  of 
installation  and  removal,  and  the  dates  and  general  results 
of  all  tests. 

STATION   records. 

Rule  11.  Each  utility  shall  keep  a  record  of  the  time 
of  starting  and  shutting  down  power  station  equipment  and 
feeders,  together  with  the  indication  of  the  principal 
switchboard  instruments  at  sufficiently  frequent  intervals 
to  show  the  characteristics  of  the  load;  and  shall  maintain 
a  record  of  all  interruptions  of  service  upon  the  entire 
system  or  major  divisions  of  its  system,  and  include 
in  such  record  the  time,  duration  and  cause  of  each 
interruption. 

meter   READING   ON   BILLS. 

Rule  12.  Bills  rendered  periodically  for  metered  elec- 
tric service  shall  designate  the  reading  of  the  meter  at  the 
beginning  and  end  of  the  interval  for  which  the  bill  is  ren- 
dered, and  shall  give  the  dates  on  which  the  readings  were 
taken,  and  other  data  necessary  to  enable  the  customer 
conveniently  to  check  the  bill. 

INFORMATION. 

Rule  13.  Each  utility  supplying  electric  service  shall, 
upon  application,  inform  any  of  its  consumers  as  to  the 
conditions  under  which  efficient  service  may  be  secured 
from  its  system,  and  render  its  consumers  reasonable  as- 
sistance in  securing  incandescent  lamps  and  other  appli- 
ances best  adapted  to  the  service  furnished.  It  shall  adopt 
some  method  of  informing  its  consumers  as  to  the  reading 
of  meters,  by  printing  on  bills  either  a  description  of  such 
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method,  or  a  notice  to  the  effect  that  the  method  will  be 
explained  on  application  to  the  utility  meter  reader. 
Where  meters  for  more  than  one  consumer  are  installed  in 
proximity  to  each  other,  each  meter  shall  be  marked  or 
tagged  with  the  name  of  the  consumer  whose  service  is 
measured  thereby. 

voltage  variation.* 

Rule  14.  Each  utility  which  in  any  year  shall  have  sold 
more  than  50,000  kilowatt  hours,  or  have  had  more  than 
fifty  consumers  shall  adopt  a  standard  voltage  for  the 
entire  constant  potential  system  (or  major  division  thereof 
approved  by  the  Commission),  and  shall  maintain  the  volt- 
age within  3  per  cent,  below,  and  5  per  cent,  above,  such 
standard  on  all  lighting  circuits  during  lighting  hours, 
and  on  power  circuits  and  on  lighting  circuits  during  other 
than  lighting  hours  within  10  per  cent,  of  such  standard. 
All  other  utilities  shall  maintain  their  voltage  regulation 
on  all  constant  potential  lighting  circuits  during  lighting 
hours,  so  that  the  maximum  voltage  furnished  any  con- 
sumer shall  not  be  more  than  10  per  cent,  above  the 
minimum. 

voltage  surveys. 

EuLE  15.  Each  utility  which  in  any  year  shall  have  sold 
more  than  50,000  kilowatt  hours,  or  have  had  more  than 
fifty  consumers,  shall  provide  itself  with  one  or  more  port- 


*  The  fluctuations  in  voltage  permitted  by  this  rule  may,  upon  first 
consideration,  appear  to  be  excessive,  but  in  view  of  the  conditions  exist- 
ing in  many  parts  of  the  State,  a  more  exacting  requirement  at  this 
time  might  work  an  undue  hardship  upon  some  of  the  utilities.  A  closer 
regulation  may  be  expected  to  be  practical  in  the  future.  It  may  be  that 
some  utilities  cannot  immediately  meet  the  requirements  of  the  rule  as 
now  made,  since  such  requirements  may  involve  the  redesign  and  reeon- 
struction  of  distribution  systems,  or  the  installation  of  r^^ulating  devices. 
In  any  such  case  application  may  be  made  to  the  Conunission  for  a  tem- 
porary suspension,  or  a  modification  of  the  rule  to  meet  the  reasonable 
requirements  of  the  particular  situation,  and  in  such  case  the  Commission 
will  make  investigation  and  will  take  such  action  as  may  be  in  fact  rea- 
sonably necessary.  Momentary  fluctuations  in  voltage  resulting  from 
the  proper  operation  of  the  plant  shall  not  be  considered  a  violation 
of  this  rule. 
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able  recording  or  curve  drawing  voltmeters,  of  a  type  and 
capacity  suited  to  tbe  voltage  supplied,  and  shall  make  a 
suflScient  number  of  voltage  tests  upon  different  parts  of 
its  system  to  indicate  tbat  the  service  furnished  is  in  com- 
pliance with  the  voltage  requirements.  One  of  these  re- 
cording voltmeters  shall  be  kept  in  continuous  service  at 
the  plant  or  office,  or  on  some  consumer's  premises.  All 
voltage  records  shall  be  kept  open  to  public  inspection  at 
the  office  of  the  utility. 

COMMISSION    INSPECTION. 

Rule  16:  The  Commission  will,  from  time  to  time,  inspect 
the  works  and  system  of  each  utility,  and  the  manner  in 
which  each  such  utility  conforms  to  the  rules  and  regula- 
tions herein  contained.  Under  the  provisions  of  Section  2 
of  Chapter  124  of  the  Laws  of  1913  a  fee  of  not  more  than 
$15.00  will  be  collected  by  the  Commission  from  the  utility 
for  each  such  inspection.  •  In  any  case  where  the  character 
of  the  service  is  such  as  to  require  extended  investigation, 
a  fee  sufficient  to  cover  the  cost  thereof  to  the  Commission 
will  be  collected. 

COMPLAINTS. 

Rule  17.  Each  utility  shall  keep  a  record  of  all  com- 
plaints in  regard  to  service  which  shall  include  the  name 
and  address  of  the  consumer,  the  date,  the  nature  of  the 
complaint  and  the  date  and  method  of  disposition. 

REPORTS. 

Rule  18.  Each  ntility  at  such  times  and  in  such  form 
as  the  Commission  shall  require,  shall  report  to  the  Com- 
mission the  result  of  voltage  surveys,  interruptions  of 
service,  and  the  number  of  meters  purchased,  installed,  re- 
moved from  service  and  tested. 
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HoBART  PiLLSBURY  et  aL  i\  People's  Gas  Light  Company: 
Investigation  of  Rates  and  Service  in  Manchester. 

Order  No.  315. 

Investigation  Ordered  August  1,  1913  —  Decided  June  10,  1914. 
(4  N.  H.  P.  S.  C.  R.  337). 

Beduction  of  Bates  for  Gas. 

Investigation  upon  petition  by  residents  of  Manchester  into  the  price 
charged  for  gas  in  that  city  and  into  the  quality  of  gas  supplied. 

Scope  of  Inyestigatlon. 

The  Commission  found  that  the  respondent  was  supplying  gas  of  good 
quality  and  consequently  confined  its  investigation  to  an  inquiry  into  the 
reasonableness  of  the  respondent's  rates. 

In  order  to  determine  the  fair  value  for  rate  purposes  of  the  respond- 
ent's properties,  the  Commission  investigated  the  entire  history  of  the 
properties  and  of  the  corporations  owning  them,  with  a  view  to  discover- 
ing the  original  cost,  the  cost  of  additions,  the  cost  of  reproducing  the 
existing  properties,  the  extent  of  depreciation,  the  securities  outstanding, 
the  amount  originally  paid  in  by  security  holders,  the  extent  to  which 
this  amount  was  invested  in  property  now  devoted  to  the  public  service, 
and  the  operating  expenses  and  operating  revenues  under  existing  rates. 

Fair  Value  —  Beproduction  Cost  and  Original  Cost  Merely  Evidences  of 

Value. 
Held:     That  reproduction  cost  is  not   the  absolute  measure  of  value 
any  more  than   original  cost,  both  being  but  evidences  of  value  to  be 
given    such   relative    weight    as   indicated   by   the   circumstances   of   the 
particular  case. 

Paving  Laid  by  City  Necessitates  Increase  in  Company's  Depreciation 

Beserve  but  not  in  Value  of  Property -^  Original  Cost 

of  Paving  Laid  by  Company. 

Held:  That  to  increase  the  value  of  the  respondent's  properties,  and 
thereby  the  rate  which  it  may  charge,  on  account  of  paving  laid  by  the 
city,  to  which  the  respondent  has  not  contributed  except  in  common 
with  all  other  taxpayei*s,  would  seem  to  penalize  improvements  and  to 
give  to  the  respondent  a  wholly  unearned  revenue; 

That  the  only  economic  effect  of  the  laying  by  the  city  of  paving  over 
mains  is  to  make  it  probable  that  the  replacement  will  be  more  expensive 
and  thereby  to  increase  proportionately  the  amount  which  should  be  set 
aside  by  the  coippany  for  a  depreciation  reserve,  but  as  depreciation 
must  be  cared  for  out  of  rates,  any  increase  in  the  amount  necessary 
for  depreciation  may  be  disregarded  in  fixing  the  value  upon  which  tlie 
rates  are  to  be  based; 
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That  paving  laid  by  the  city  over  mains  forms  no  part  of  the  utility's 
property  and  consequently  no  analogy  exists  to  increments  in  the  value 
of  land  owned  by  the  utility; 

That  in  making  a  finding  as  to  value  more  weight  will  be  given  to  the 
evidence  as  to  the  original  cost  to  the  company  of  paving  over  mains 
than  to  the  reproduction  cost. 

PreUmlnary  and  Financing  Costs. 

Held:  That  any  actual  expenditures  for  "  preliminary  and  financing- 
costs  "  may  properly  be  shown  as  part  of  the  original  cost,  but  such 
costs  have  no  part  in  reproduction  cost  for  the  reason  that  the  cost  of 
reproduction  represents  the  amount  of  money  which  it  would  cost  to 
reproduce  a  property,  assuming  that  a  person  desires  to  reproduce  it 
and  has  the  money  to  do  so,  and  does  not  include  the  cost  of  persuading 
him  to  reproduce  it  or  his  expense  in  borrowing  the  necessary  money. 

The  Commission  refused  to  make  any  allowance  for  "  preliminary  and 
financing  costs,"  for  the  reason  that  there  was  no  evidence  of  any  actual 
expenditures  for  such  purposes. 

Going  Value  —  Attached  Business  —  Losses  Suffered  in  Building  up  Busi- 
ness—  Beleyant  Facts  in  Detennining  Fair  Value  of 
Property  as  an  Entity. 

The  Commission's  discussion  of  going  value  includes  an  exhaustive  re- 
view of  the  court  and  commission  cases  in  which  the  subject  has  been 
considered. 

The  Commission  found  that  the  respondent's  customers  were  in  part 
attached  by  reason  of  a  natural  demand  for  gas  service  in  the  community 
and  without  other  expense  than  that  represented  by  the  cost  of  its  phys- 
ical properties,  and  in  part  attached  by  reason  of  expenditures  made  by 
the  respondent  in  order  to  increase  the  demand  for  its  service,  such 
expenditures,  however,  having  been  made  out  of  operating  expenses  with 
money  collected  in  rates  and  a  full  return  having  been  paid  at  all  times 
to  stockholders. 

Held:  That  it  is  good  public  policy  to  require  money  expended  in 
securing  new  business  to  be  paid  out  of  operating  revenues,  and  such 
is  the  practice  of  many  Commissions : 

That  business  attached  without  any  cost  and  business  attached  by  ex- 
penditures made  good  out  of  rates  without  any  cost  to  stockholders  either 
in  money  advanced  or  in  dividends  foregone  should  not  go  to  increase 
the  value  of  public  utility  property; 

That  it  is  impossible  properly  to  estimate  the  value  of  the  going  con- 
cern element  separately  from  the  physical  property  of  which  it  is  an 
inherent  part,  and  the  plant  must  be  valued,  not  as  a  collection  of  dead 
units,  but  as  a  going  concern,  consideration  being  given  to  the  attached 
business  and  to  actual  losses  sustained  in  building  up  the  business. 


Digitized  by  V^OOQ IC 


610      New  Uampshibe  Pcbuc  Sbbvick  Commissiok. 

[X.  H. 

Valna  of  IiUid  —  Iduid  Acquired  in  AnticipAtioii  of  Future  Needs  —  Land 
not  Needed  for  FabUc  Service — IncremeBt  in  Valne  of  Ljund. 

The  Commisfikm  found  that  the  value  placed  ou  the  respondeot's  laud 
by  the  latter s  local  real  estate  experts  approximated  the  price  whidi  it 
would  be  necessary  to  pay  to  secure  the  lots  at  that  time  and  the  price 
at  which  they  could  be  sold  if  held  to  await  a  favorable  opportunity  for 
a  sale  and  disposed  of  ia  lots  to  suit  purehaaers,  the  owners  paying  the 
expense  of  sale. 

The  Commission  excluded*  however,  tlie  value  of  tracts  not  then  used 
which  would  not  thereafter  be  used  at  all  or  within  such  reasonable  time 
as  to  render  it  just  to  include  their  value. 

Held:  That  the  value  of  land  acquired  in  anticipation  of  future 
needs  and  in  the  exercise  of  good  business  judgment  should  be  included 
but  that  the  inclusion  rested  on  grounds  of  public  policy  and  not  on 
legal  right,  and  such  lands  should  not  be  included  when  the  unused  land 
has  increased  in  value^  subsequent  to  purchase,  sufficiently  to  assure  a 
reasonable  return  to  the  owners  on  the  investment  therein,  or  when  the 
increase  in  value  of  land  actually  used  is  so  great  as  to  give  the  owners 
a  generous  return  on  their  investment  without  including  the  unused 
property ; 

That  in  view  of  the  state  of  the  authorities,  land  should  be  taken  at 
its  present  value,  including  increments  in  value,  without  regard  to  original 
cost. 


Woxidng  Capital  —  Stores  and  Supplies  —  WoiUng  Fund  —  Cnrrat 
'*^»<*»  KTr*^"— ■iftaw  —  "fffnir  Balance. 

The  Commission  refused  to  accept  tlie  difference  between  cash  and 
accounts  rec^vahle  and  accounts  payable  and  to  become  payable,  as  a 
correct  measure  of  the  working  capital  additional  to  stores  and  supplies, 
and  refused  to  admit  the  neoessity  of  allowing  $15^000  as  a  hank  deposit 
to  induce  a  bank  to  carry  the  i-espondent's  account.  It  found  that  a  fair 
working  capital  would  comprise  the  amount  invested  in  sU«es  and  sup- 
plies, operating  expenses  for  a  reasonable  period,  and  a  reasonable 
amount  for  cun«nt  street  main  extensions.  $75,000  for  stores  and  sup-- 
plies  was  regarded  as  suJQficient. 

Held:  That  capital  invested  in  stores  and  supplies  and  working  fund 
is  just  as  much  devoted  to  tiie  public  use  as  any  portion  of  the  eompany's 
plant  and  must  be  included  in  the  value  upon  which  rates  are  fixed; 
that  if  a  utility  in  fact  provides  itself  with  a  wM-king  capital  sufficient 
to  carry  materials  and  ])ay  for  labor  for  extensions  without  borrow* 
iug,  the  capital  so  provided  and  necessary  for  such  purposes  may  be 
allowed  as  a  part  of  the  value  upon  which  rates  are  to  be  based  but  iu 
such  a  case  no  allowance  for  iutei'est  during  construction  should  be 
included  in  the  cost  of  extensions  since  no  actual  ex{)enditure  therefor 
lias  been  made. 
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Accrued  Depreciation  —  Depreciated  Value  Plus  Depreciation  Beserve  as 
Baals  fbr  Bates  —  Additions  to  Plant  out  of  Earnings. 

The  respondent  argued  that  accrued  depreciation  should  be  disregarded 
in  fixing^  the  value  for  rate  purposes  so  long  as  iht  efficiency  of  the 
property  was  maintained. 

In  response  to  tliis  the  Commission  pointed  out  that,  eoizfecident  with 
the  replacement  of  depreciated  units  during  any  given  year  after  the 
establishment  of  a  rate,  a  further  depreciation  of  other  imits  would  have 
accrued,  so  that  the  depreciated  value  after  the  substitution  would  not 
vary  materially  from  the  depreciated  value  at  the  time  of  fixing  the 
rate;  and  that  when  an  adequate  depreciation  reserve  is  maintained  tlie 
value  of  physical  property  will  not  ordinarily  fluctuate  by  reason  of 
depreciation. 

Held:  That  the  depreciation  reserve  should  equal  the  average  yearly 
depreciation  but  should  not  exceed  it  and  that  the  utility  ought  to  be 
permitted  to  keep  its  plant  good  out  of  the  rates  collected,  but  not  to 
increase  its  value; 

That  if  the  dei)reeiatiou  reserve  i»  adequate  and  is  invested  in  addi- 
tions to  plant,  the  utility  will  at  all  times  have  invested  in  plant  the 
fidl  amount  of  the  original  properties,  and  a  return  upon  the  depreciated 
value  of  the  original  properties  and  upon  the  value  of  the  conditions 
representing  the  depreciation  reser^•e  including  any  amount  in  the  course 
of  investment,  will  give  the  utility  all  that  it  is  justly  entitled  to; 

That  when  a  very  large  part  of  the  plant  has  been  built  out  of  earn- 
ings in  addition  to  the  payment  of  generous  returns  on  the  original 
investment,  it  would  be  unjust  to  the  public  to  require  a  return  to  be 
p«id  on  the  undepreciated  value  of  the  original  property  and  also  on 
extensions  made  out  of  the  depreciation  fund; 

That  the  Commission  will  treat  additions  and  betterments  as  a  deprecia- 
tion reser\'e  to  the  extent  of  the  depreciation  which  has  actually  occurred, 
including  not  only  physical  depreciation  arising  from  age,  use  and  natural 
deterioration,  but  functional  depreciation  as  well,  arising  from  changes 
in  the  art  which  render  the  substitution  of  other  physical  units  desirable 
or  arising  from  any  occurrence  other  than  physical  deterioration  which 
in  fact  lessens  the  usefulness  and  value  of  the  property  in  question; 

That  when  the  investment  in  additions  does  not  equal  the  amount  of 
depreciation,  the  Commission  will  give  such  weight  only  to  accrued  de- 
preciation as  may  be  just  to  the  utility,  but  this  does  not  mean  that  the 
supposed  liability  of  stockholders  to  keep  the  property  in  elTicient  oper- 
ating condition  may  be  substituted  for  any  portion  of  the  value  of  the 
property  withdrawn  in  dividends  which  should  have  been  placed  in  a 
depreciation  fund  or  reinvested  in  the  plant,  since  actual  experience 
proves  it  so  difficult  to  realize  upon  this  supposed  liability  that  it  is 
unsafe  to  encourage  its  substitution  for  the  actual  provision  against 
depreciation ; 
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That  under  the  authorities,  the  utility  is  entitled  to  the  full  benefit 
of  ownership  in  any  additions  to  plant  out  of  earnings,  in  excess  of  the 
amount  of  accrued  depreciation. 

Practicability  of  Increase  in  Bi&clency  by  Discarding  Obsolete  Equipment  — 
Belerant  Factor  in  Determining  Fair  Valne. 

Held:  That  the  immediate  replacement  of  certain  machinery  by  mod- 
ern equipment  would  increase  efficiency  and  result  in  a  saving  equivalent 
to  a  profit,  and  this  fact  must  be  considered  in  fixing  the  value  for  rate 
purposes. 

Excess  Capacity. 

Held:  That  although  the  authorities  would  justify  disregarding  excess 
capacity  in  fixing  value  for  rate  purposes,  the  value  represented  by  the 
excess  capacity  of  the  respondent's  gas  holders  will  not  be  excluded  for 
the  reason  that  the  respondent  exercised  good  business  judgment  in 
building  somewhat  in  advance  of  the  existing  demand  and  no  accretion 
in  value  can  be  expected  on  this  property. 

Investment  in  Outside  Securities. 

Held:  That  money  invested  in  the  securities  of  other  corporations  is 
not  devoted  to  the  public  use  and  not  entitled  to  earn  a  return  through 
the  operation  of  the  utility  property. 

Market  Value  of  Securities. 

Held:  That  the  market  value  of  the  respondent's  outstanding  securi- 
ties is  so  largely  afl^ected  by  circumstances .  having  little  relation  to  the 
true  value  of  the  property,  such  as  earnings  resulting  from  the  exaction 
of  unreasonable  rates,  that  it  would  be  unjust  to  attach  any  considerable 
weight  to  evidence  of  such  market  value. 

Minimum  Betuxn  on  Investment  —  Bate  of  Return  —  Return  on  Additions 
to  Property  out  of  Surplus  Earnings. 

The  Commission  found  that  the  stockholders  of  the  Manchester  Gas 
Light  Company,  which  was  the  lessor  of  the  People's  Gas  Light  Company, 
bad  received  24  per  cent,  per  annum  on  their  original  investment,  and 
that  the  stockholders  of  the  People's  company  had  received  an  average 
return  of  14.08  per  cent. 

Held:  That  in  any  rate  ease  it  is  impossible  to  fix  the  rate  so  as  to 
provide  an  exact  percentage  of  return  to  capital,  and  the  only  purpose 
of  making  a  finding  as  to  value,  or  a  finding  as  to  a  fair  rate  of  return, 
is  to  discover  the  amount  below  which  the  net  profits  from  the  operation 
of  the  property  in  question  must  not  be  carried  by  any  reductions  in 
rates. 

That  considering  that  no  public  utility  enterprise  in  New  Hampshire 
has  a  more  certain  prospect  of  continued  prosperity,  as  is  evidenced  by 
the  fact  that  its  stock  sells  upon  a  5  per  cent,  basis,  and  considering 
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that  the  legal  rate  of  interest  in  the  State  is  but  6  per  cent,  and  that 
money  is  freely  offered  on  good  real  estate  loans  for  6  per  cent.,  a 
dividend  limited  to  6  per  cent,  on  the  capitalized  fair  value  of  the 
Manchester  gas  properties  would  enable  the  stock  to  sell  at  par  or  better; 
That  if  the  fact  that  property  has  in  part  been  built  up  out  of  surplus 
earnings,  in  addition  to  the  payment  of  a  full  return  to  stockholders, 
may  be  taken  into  consideration  in  fixing  the  rate,  a  rate  yielding  a 
return  of  less  than  6  per  cent,  would  not  be  confiscatory  in  this  case, 
but  on  account  of  the  considerable  doubt  existing  upon  this  point  and 
in  order  to  avoid  any  danger  of  infringing  the  respondent's  constitu- 
tional rights,  6  per  cent,  is  adopted  as  the  minimum  in  this  case. 

Value  of  Property. 

The  company  claimed  a  value  of  $1,778,168  and  the  right  to  earn  8 
per  cent,  thereon  as  dividends.  The  engineers  employed  by  the  Com- 
mission found  the  cost  of  reproduction  to  be  $1,060,451  ani  the  cost  of 
reproduction  less  depreciation,  $855,120,  both  sums  including  an  allow- 
ance of  15  per  cent,  for  overhead  charges.  The  Commission's  final  find- 
ing as  to  the  fair  value  of  the  property  was  that  it  did  not  exceed 
$900,000,  upon  which  the  Commission  found  that  $54,000  (6%)  was  a 
fair  return  below  which  the  respondent's  net  revenue  should  not  be 
reduced  in  any  event  after  an  allowance  for  current  depreciation  had 
been  made. 

Provision  for  Current  Depreciation. 

The  company  claimed  an  annual  allowance  of  $16,200  for  depreciation. 

Held:  That  the  only  depreciation  which  consumers  in  the  future  can 
be  asked  to  make  good  is  that  depreciation  which  accrues  in  the  future, 
the  rates  in  the  past  having  been  quite  sufficient  to  pay  the  full  return 
on  capital  and  cover  accruing  depreciation; 

That  if  the  stockholders  had  not  provided  against  accrued  depreciation 
by  making  additions  to  plant,  the  burden  of  restoring  the  property  would 
properly  fall  on  them  and  not  on  the  consumers  through  excessive 
charges  for  depreciation; 

That  the  depreciation  of  the  Manchester  gas  properties  is  not  rapid 
and  that  an  annual  reservation  considerably  less  than  that  suggested  by 
the  respondent  would  meet  the  necessities  of  the  case. 

Allowance  for  Taxes. 

In  estimating  the  respondent's  normal  operating  expenses,  the  Com- 
mission assumed  that  the  properties  devoted  to  public  use  would  not  be 
appraised  in  excess  of  $900,000. 

Held:  That  whatever  tax  is  necessarily  paid  must  be  provided  for 
in  the  rate  collected,  and  if  the  respondent  is  required  to  pay  a  larger 
tax  than  that  assumed,  and  by  reason  of  that  fact  its  net  earnings  under 
efficient  operation  are  brought  below  a  sum  sufficient  to  pay  a  fair  return, 
application  may  be  made  for  a  change  in  the  rate. 
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Diacount  for  Prompt  Payment. 

Held:  Tfaat  it  is  lawful  to  make  a  distiuetion  in  rates  between  tbe 
customer  who  pays  promptly  and  the  one  who  does  not^  and  the  interest 
of  the  public  which  must  pay  the  expense  of  making  collections,  as  well 
as  the  interest  of  the  utility,  will  be  subserved  by  a  rule  which  will 
facilitate  the  prompt  payment  of  bills; 

That  a  diseount  applying  equally  to  all  customers  so  that  each  may 
secure  a  lower  rate  by  paying  his  bill  promptly  as  it  is  his  duty  to  do, 
cannot  be  considered  unjust  or  unreasonable,  but  a  sufScient  number  of 
days  shoold  be  allowed  within  which  customers  may  take  advantage  of 
the  opportunity  to  pay  a  lower  rate  and  the  increase  in  the  amount 
to  be  paid  should  not  be  disproportionate  to  any  possible  inconvenience 
which  may  accrue  to  the  utility  in  consequence  of  the  delay; 

That  any  utility  may  provide  in  its  rate  schedule  for  a  diseount  for 
prompt  payment. 

Minimum  BiU. 

Held:  That  the  general  expenditures  ordinarily  designated  as  "  con- 
sumer costs"  amount  in  tlie  aggregate  to  a  very  large  sum  annually  and 
an  equitable  portion  of  the  same  must  be  paid  by  each  consumer,  in 
addition  to  interest  and  depreciation  on  his  meter  and  service  pipe,  or 
he  will  be  served  at  a  loss  to  the  utility  which  must  in  turn  be  made  up 
by  other  rate  payers; 

That  in  fixing  a  minimum  bill  the  aim  should  be  to  fix  such  an  amount 
as  wiU  insure  the  utility  against  loss  by  reason  of  the  conneetion  of  any 
consumer,  assuming  the  utility  in  existence  with  its  mains  in  the  streeb^ 
ready  to  meet  the  demand  of  those  desiiing  senice;  and  if  the  minimum 
bill  is  computed  to  cover  merely  those  costs  which  vary  lai;gely  with  the 
number  of  consumers,  it  will  insure  the  utility  against  loss  by  the  taking 
on  of  consumers  and  at  the  same  time  make  gas  service  available  for  the 
greatest  possible  number  in  accordance  with  good  public  policy; 

That  the  adoption  of  the  schedule  of  minimum  charges  fixed  by  the 
Commission  will  have  the  effect  of  reducing  somewhat  the  respondent's 
operating  expenses,  and  will  produce  a  reasonable  increase  in  revenue 
from  a  class  of  consumers  who  have  heretofore  paid  less  than  it  hai^ 
cost  to  serve  thera. 

Reduction  of  Rate. 

The  rate  charged  by  the  respondent  was  $1.10  per  thousand  cubic  feet 
without  discount  for  prompt  payment. 

The  Commission  found  that  the  net  earnings  of  the  respondent  prior 
to  1912  could  not  he  held  to  yield  an  excessive  return  on  $900,000,  but 
that  since  that  time,  although  the  net  profits  for  1913  showed  no  increase 
owing  to  abnormal  expenses,  the  volume  of  business  had  increased  to 
such  an  extent  that  a  reduction  in  rates  was  possible. 
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Held:  That  a  just  aud  reasonable  maximum  net  rate  for  gas  in 
Manchester  does  not  exceed  $1.00  per  thousand  cubic  feet,  which  will 
provide  for  all  operating  expenses,  depreciation  and  a  net  return  of 
somewhat  more  than  $54,0d0  annually; 

That  at  a  rate  of  90  cents,  or  even  i)5  oents,  per  thousand  cubic  feet, 
a  net  return  of  $54,000  probably  could  not  be  earned. 

The  Commission's  order  provided  for  the  establishment  of  a  gross 
rate  of  $1.10  per  thousand  cubic  feet  with  a  discount  for  prompt  pay- 
ment of  10  cents  per  thousand  cubic  feet  if  payment  were  made  within 
such  number  of  days,  not  less  than  ten^  as  the  respond^it  might  allow. 
The  order  also  established  a  scale  of  monthly  minimum  meter  charges.* 

Appearances  : 

Hobart  Pillshury,  for  the  petitioner. 

Edwin  F,  Jones  and  Benjamin  W.  Couch,  for  the  Peo- 
ple's Gas  Lig^lt  Company. 

Report. 
Benton,  Commissioner: 

This  proceeding  had  its  origin  in  a  petition  filed  on  March 
31,  1913,  by  Hobart  Pillsbury  and  forty-one  other  repre- 
sentatives and  senators  from  the  city  of  Manchester,  re- 
questing the  Commission  to  investigate  the  People's  Gas 
Light  Company  *"  *  with  a  view  to  determining 
whether  or  not  the  company  can  afford  to  reduce  the  price 
of  the  gas  and  to  improve  its  quality." 

Wliile  the  Commission  is  not  required  by  law  to  investi- 
gate any  public  utility  in  cities  of  more  than  30,000  popula- 
tion except  upon  the  petition  of  the  mayor,  or  city  councils, 
or  of  not  less  than  100  customers  of  such  public  utility,  the 
Commission  felt  that  a  petition  signed  by  practically  the 
entire  delegation  to  the  general  court  from  the  city  of  Man- 
chester ought  not  to  be  disregarded  on  any  technical  ground. 
Accordingly,  on  August  1,  1913,  the  Commission,  upon  its 
own  motion,  ordered  a  hearing  on  September  16, 1913,  '*  for 
the  purpose  of  determining  whether  the  rates  and  charges 
by  the  People's  Gas  Light  Company,  or  the  rules  or  regu- 
lations of  such  utility  are  unjust  or  unreasonable,  or 
*  *  whether  the  gas  supplied  to  the  public  by  ;^aid  public 
utility  is  of  reasonably  good  quality." 


Editor's  headnote. 
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On  September  16,  1913,  the  hearing  was  postponed  till 
October  2, 1913,  when  it  was  opened  in  the  city  hall  in  Man- 
chester, and  all  persons  then  appearing  in  support  of  the 
petition  were  fully  heard.  Continued  formal  hearings  were 
later  held  at  the  office  of  the  Commission  in  Concord  on 
February  2,  3,  4  and  12,  and  on  March  25,  1914.  While 
these  hearings  were  proceeding,  and  as  a  part  of  the  same, 
the  Commission  on  February  5, 1914,  took  a  view,  and  made 
a  careful  personal  inspection  of  the  properties  oi)erated  by 
the  resi)ondent. 

After  the  filing  of  the  petition  before  mentioned,  and  the 
making  of  the  order  for  the  hearing  in  this  case,  the  Com- 
mission in  another  proceeding  made  Order  No.  252, ''  Pre- 
scribing Standards  of  Purity,  Pressure  and  Heating  Value 
of  Gas,  and  Providing  for  the  Periodic  Testing  Thereof, 
and  for  the  Testing  of  Meters,  and  Otherwise  Regulating 
the  Service  of  Gas  Utilities.'^ 

This  order  was  served  upon  all  of  the  gas  utilities  in  the 
State,  including  the  respondent,  and  the  inspections  since 
made  by  the  Commission,  and  the  rei)orts  to  the  Commis- 
sion of  the  frequent  tests  required  under  the  order  to  be 
made  and  reported  by  the  respondent,  indicate  that  the  re- 
spondent is  supplying  gas  of  good  quality,  and  the  Commis- 
sion so  finds.  Accordingly,  in  the  report,  we  shall  have 
occasion  to  consider  only  the  question  whether  the  charges 
now  made  and  demanded  by  the  respondent  corporation  are 
just  and  reasonable. 

respondent's  claims. 

The  respondent  claims  that  even  under  existing  rates  it 
is  earning  less  than  a  fair  rate  of  return  upon  the  value  of 
its  property,  which  value  it  claims  to  be  as  follows : 
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Cost  of  reproducing  structures,  apparatus,  distribution  sys- 
tem and  other  physical  properties  except  land,  without  al- 
lowances for  overhead  expense $1,060,296 

Overhead  allowances  for  reproducing  above  physical  proper- 
ties, 18  per  cent 190,853 

Land 162,500 

Contingent  fee  on  land 4,063 

Interest  during  construction  on  cost  of  land 9,750 

TOTAIi  COST  OF  ALL.  PHYSICAL  PROPERTIES $1,427,462 

Preliminary  and  financing  costs  and  cost  of  attaching  busi- 
ness    240,000 

Materials  and  supplies  55,706 

Additional  working  capital 55,000 

Grand  Total $1,778,168 


Upon  this  amount  the  res-pondent  claims  the  right  to  earn 
8  per  cent,  per  annum  for  distribution  to  the  owners  of  the 
properties  in  rental  and  dividends,  in  addition  to  not  less 
than  $16,200  per  annum  to  be  held  as  a  depreciation  re- 
serve, making  necessary  a  total  net  operating  revenue  of 
$158,453.  If  the  returns  to  owners  were  to  be  reckoned 
upon  a  6  per  cent,  basis,  rather  than  upon  an  8  per  cent, 
basis,  the  annual  net  earnings  required,  allowing  for  the 
depreciation  reserve  claimed,  would  be  $122,890. 

In  the  year  ending  June  30,  1913,  the  total  net  operating 
revenue  of  the  respondent  was  $82,047 ;  in  the  year  previous 
it  was  $93,458.  In  no  other  year  has  it  equalled  the  latter 
sum. 

It  is  at  once  evident  that,  if  the  value  claimed  by  the  re- 
spondent is  not  excessive,  the  price  of  gas  in  Manchester 
cannot  be  justly  reduced,  but  ought  to  be  permitted  to  be 
increased,  if  the  respondent  so  wishes. 

SCOPE  OF  THE  INVESTIGATION. 

In  order  to  determine  the  fair  value  for  rate  purposes  of 
the  properties  operated  by  the  respondent,  we  have  deemed 
it  necessary  to  make  a  careful  investigation  covering  the 
entire  history  of  those  proi>erties,  and  of  the  corporations 
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by  which  they  are  owned,  with  a  view  to  discovering,  as  far 
as  possible,  the  original  cost  of  the  properties,  the  cost  of 
additions  thereto,  the  cost  of  reproducing  the  existing  prop- 
erties, the  extent  to  which  they  have  become  depreciated, 
the  securities  outstanding  against  the  same,  the  amounts 
originally  paid  in  by  security  holders,  and  the  extent  to 
which  the  amounts  so  paid  in  were  invested  in  the  proper- 
ties now  devoted  to  public  use,  the  operating  expense  and 
operating  revenues  under  existing  rates,  and  all  other  rele- 
vant facts  which  would  aid  us  in  arriving  at  a  just  con- 
clusion. 

As  a  part  of  such  investigation,  we  have  caused  the  phys- 
ical properties  to  be  examined  in  detail  by  Messrs.  Sloan, 
Huddle,  Feustel  and  Freeman,  of  Madison,  Wisconsin,  who 
prepared  an  inventory  showing  each  unit  of  property,  the 
estimated  cost  of  reproducing  the  same  to-day,  and  the 
amount  of  such  cost  less  the  estimated  accrued  depreciation 
thereon.  Mr.  Huddle,  who  had  general  charge  of  the  prep- 
aration of  said  inventory,  presented  the  same  at  the  formal 
hearing,  and  testified  in  support  thereof.  Mr.  Feustel,  who 
assisted  in  the  appraisal  work,  was  offered  for  examina- 
tion, but  examination  was  waived  by  counsel  for  respond- 
ents. 

In  the  making  of  the  investigation  we  have  been  veiy 
much  aided  by  the  courteous  co-operation  of  the  oflBcials  of 
the  respondent  company,  who  have  promptly  complied  with 
our  numerous  requests  for  information,  many  of  which 
have  entailed  much  labor  upon  them,  and  who  in  all  ways 
have  cheerfully  sought  to  afford  us  convenient  opportunity 
for  the  ascertainment  of  such  facts  as  we  deemed  essential 
to  a  proper  disposition  of  the  case. 

HISTORY. 

The  original  Manchester  gas  properties  were  constructed 
by  the  Manchester  Gas  Light  Company,  hereinafter  called 
the  Manchester  company,  in  1852,  and  were  operated  by 
that  corporation  without  competition  until  1887.  In  that 
year  Mr.  W.  L.  Elkins,  Mr.  W.  L.  Elkins,  Jr.,  Mr,  P.  A. 
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Wklener,  and  Mr.  Martin  Maloney,  all  of  Philadelphia,  ap- 
peared in  Manchester,  and,  associating  themselves  with 
various  substantial  citizens,  organized  under  the  general 
law  the  People's  Gas  Light  Company,  hereinafter  called  the 
People's  company,  or  the  respondent.  The  People's  com- 
pany was  granted  a  franchise  by  the  city  councils  and  imme- 
diately began  construction  work  towards  the  erection  of  a 
porapeting  plant.  Negotiations  followed,  and  resulted  in  a 
contract  between  the  two  corporations  dated  June  28,  1887, 
of  which  the  essential  portions  were  as  follows : 

"  Whereas,  The  Manchester  Gas  Light  Company,  a  corporation  by  that 
name,  duly  established  by  and  under  the  laws  of  the  State  of  New  Hamp- 
shire, located  at  Manchester,  in  the  county  of  Hillsborough  in  said  State, 
has  heretofore  solely  manufactured  and  distributed  gas  in  the  city  of  Man- 
chester, for  the  purpose  of  lighting  the  streets,  dwellings,  shops,  stores, 
manufactories  and  other  places  therein: 

"And  whereas,  the  People's  G«s  Tjight  Company,  also  a  corporation 
by  that  name  duly  established  by  and  under  the  laws  of  said  State  aiKl 
located  at  Manchester  aforesaid,  has  receiitly  been  organized  in  said  Man- 
chester and  has  commenced  works  for  the  manufacture  and  distribution 
of  gas  therein; 

"And  whereas,  controversies,  opposition  and  strife  may  arise  between 
said  companies,  detrimental  to  both,  and  injurious  to  the  public. 

"  Now  THEREt'ORE,  for  the  more  quiet,  cheaper  and  more  satisfactory 
manufacture  of  gas  in  said  city,  it  is  agreed  by  and  between  said  com- 
panies as  follows,  to  wit: 

"  The  said  Mai>cheiftter  (las  Light  Company  being  known  as  the  party  of 
the  first  part,  and  the  said  Peo])le's  Gas  Light  Company  as  the  party  of  the 
second  part.  The  i>arty  of  the  first  part  agrees  that  it  will  allow  and 
permit  the  party  of  the  second  part,  to  occupy  and  use  the  land,  buildings, 
tools,  machinery,  office  furniture,  pipes  meters  and  lamps  bdonging  to  the 
paiiy  of  the  first  part  and  now  used  by  them  for  the  manafacture,  storage, 
distribution  and  sale  of  illuminating  gas  for  the  fifty  years  next  ensning 
after  the  first  day  of  July,  1887,  said  land  being  all  situate  in  said  Man- 
chester and  described  as  follows,  to  wit:     •     ♦     ♦ 

"  The  party  of  the  first  part  further  agrees,  that  it  will,  during  the  said 
term,  keep  its  corporate  organisation  in  force,  by  due  regard  to  its  by- 
laws and  the  provisions  of  the  statutes  of  this  State  raiting  to  corpora- 
tions, and  will  so  exercise  its  franchises,  as  to  secure  to  the  party  of  ti»e 
second  part,  the  full  benefit  of  this  agreement,  without  detriment  to  tbe 
party  of  the  first  part.  That  it  will  not  engage  in  the  manafaotore  and 
distribution  of  illuminating  or  heating  gas  or  electricity  in  said  Maa- 
chester  during  said  term,  without  consent  in  writing  of  the  party  of  the 
12 
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second  part.  That  the  party  of  the  second  part  will  during  the  existence 
of  this  contract,  in  due  season  pay  and  discharge  all  taxes  and  other  as- 
sessments, not  occasioned  by  act  of  the  party  of  the  first  part  which  may 
be  assessed  or  levied  by  lawful  authority  upon  the  premises  and  upon  all 
improvements,  occasions  and  betterments  which  may  hereafter  be  made, 
added  or  placed  thereon.  And  in  case  the  mode  of  taxation  should  be 
changed  by  law  so  that  the  tax  on  the  premises  instead  of  being  assessed 
and  levied  against  the  corporation  as  is  now  the  law,  it  should  hereafter 
be  assessed  and  levied  against  the  shares  or  stockholders,  the  party  of  the 
second  part,  will  in  such  cases,  pay  the  tax  so  assessed  and  levied.    ♦     •    * 

"  That  the  said  party  of  the  second  part  ♦  ♦  *  will  at  all  time?s 
during  the  existence  of  this  contract,  at  its  own  cost  and  expense  keep  the 
buildings  herein  described  insured  in  such  insurance  companies  as  the 
party  of  the  first  part  may  approve  in  at  least  the  sum  of  twenty  thou- 
sand dollars  ($20,000)  properly  apportioned  on  said  buildings  in  accord- 
ance with  the  value  and  hazard  thereof.     *     *     ♦ 

"  That  the  party  of  the  second  part  will  not  erect  during  the  term  afore- 
said any  other  gas  works  in  said  Manchester  nor  carry  on  the  business  of 
manufacturing,  generating  or  distributing  illuminating  or  heating  gas  at 
any  other  place  in  said  Manchester  than  on  the  said  premises  without  con* 
sent  in  writing  of  the  party  of  the  first  part. 

"  That  it  will  at  all  t'iraes  during  the  existence  of  this  contract,  continue 
the  manufacture  of  illuminating  gas  on  said  premises,  and  will  distribute 
and  furnish  the  same  to  the  city,  citizens  and  various  manufacturing  and 
mechanical  companies  in  said  Manchester,  in  like  manner  as  has  hereto- 
fore been  done  by  the  party  of  the  first  i)art  not  binding  itself  thereby  to 
furnish  coal  gas  only.     ♦     •     • 

"  That  it  will  not  during  the  existence  of  this  contract  suffer  any  strips 
or  waste  or  unnecessary  diminution  of  the  value  of  said  property,  but 
will  from  time  to  time  cause  all  necessary  repairs  and  repai'ation  to  be 
made  thereto  seasonably  at  its  own  cost  and  expense,  wholly  without  cost 
or  expense  to  the  party  of  the  first  part  and  will  at  the  end  or  other  term- 
ination of  this  contract,  quit  and  deliver  up  to  the  party  of  the  first  part, 
all  and  singular  the  said  premises  with  all  the  additions  made  thereto  in  as 
good  order  and  condition  as  the  same  are  now  in  or  may  be  put  into  by 
the  said  party  of  the  second  part,  the  ordinary  wear  and  tear  with  proper 
and  careful  usage  thereof  alone  excepted.     *     * 

"  That  the  party  of  the  second  part  will  pay  the  said  party  of  the  first 
part,  the  sum  of  thirty-two  thousand  Sive  hundred  dollars  ($32,500)  as  the 
annual  rent  of  said  premises,  payable  as  follows :  Five  hundred  dollars  at 
the  end  of  each  and  every  year  and  the  balance  of  thirty-two  thousand 
dollars  in  equal  quarterly  payments  of  eight  thousand  dollars  ($8,000)  on 
the  first  days  of  April,  July,  October  and  January  of  each  and  every  year 
and  Avhenever  any  of  said  days  shall  be  Sunday,  the  said  payments  shall 
be  made  on  the  day  succeeding,  the  first  pa\Tnent  to  be  made  on  the  first 
day  of  October,  1887.     •     •     • 
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•*  That  the  party  of  the  second  part  will  deliver  to  the  party  of  the 
first  part  as  collateral  security,  for  the  performance  of  the  promises  and 
agreements  herein  entered  into,  a  bond  of  the  Philadelphia  Trust  and  Safe 
Deposit  Company  in  the  penal  sum  of  fifty  thousand  dollars  ($50,000)  and 
will  not  allow  the  value  and  sufficiency  of  said  security  to  become  im- 
paired w-hile  it  shall  remain  in  the  hands  of  the  party  of  the  first  part, 
and  if  the  value  of  said  security  shall  be  impaired  it,  will  furnish  other 
good  and  sufficient  security  to  a  like  amount,  and  said  bonds  shall  be  sur- 
rendered, whenever  in  the  opinion  of  the  party  of  the  first  part  the  party 
of  the  second  part  shall  have  made,  erected  or  placed  upon  the  premises 
above  described,  improvements,  betterments  and  additions  of  the  value  of 
fifty  thousand  dollars  ($.30,000)  not  including  the  amount  to  be  expended 
by  the  party  of  the  second  part  to  establish,  erect  and  equip  a  water  gas 
plant.     •     •     ♦ 

"  That  the  party  of  the  second  part  shall  have  the  option  to  purchase 
the  whole  of  the  said  property  and  all  franchises  assignable  and  con- 
nected therewith,  of  the  party  of  the  first  part,  for  the  price  or  smn  of 
one  million  dollars  ($1,000,000)  but  this  option  must  be  exercised  during 
the  existence  of  this  contract  and  the  cash  payment  must  be  made  before 
or  at  the  time  of  its  expiration.  Such  option  may  not  be  so  exercised  that 
the  party  of  the  second  part  will  not  be  liable  to  pay  the  stipulated  rent 
during  the  w^hole  of  the  term  of  fifty  years.     *     •     • 

'^  In  Witness  Whereof,  •  •  •  this  twenty-eighth  day  of  June, 
A.  D.  eighteen  hundred  and  eighty-seven. 

The  Manchester  Gas  Light  Comi)any 

by 

Moody  Currier, 
Nathan  Parker, 
Daniel  Clark, 
C.  F.  Warren, 
G.  B.  Chandler, 
(seal)  Directors. 

Tlie  People's   Gas   Light   Company 

W.  L.  Elkins,  President. 
(seal)  Wm.  L.  Elkins,  Jr.,  Treasurer, 

"  We  the  undersigned  are  all  stockholders  of  the  People^s  Gas  Liglit 
Company;  we  do  ajyprove  of  the  foregoing  contract  and  hereby  consent 
and  agree  to  all  and  singular  the  matters  and  things  therein  contained. 
Dated  June  28,  1887. 

Frank  Dowst  John  B.  Varick 

A.  Elliott  Martin  Maloney 

P.  A.  B.  Widener  N.  W.  Ellis 

W.  L.  Elkins  James  F.  Briogs." 

Wif.  L.  Elkins,  Jr. 
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Since  July  1,  1887,  the  properties  have  been  operated  by 
the  People's  company.  The  participation  of  the  Messrs. 
Elkins,  Widener  and  Maloney  in  the  management  of  the  cor- 
poration did  not,  however,  continue  subsequent  to  189L  In 
that  year  they  disposed  of  their  stock  to  the  United  Gas 
Improvement  Comi>any  of  Philadelphia,  which  corporation 
has  since  held  the  controlling  interest,  And,  to  all  intents  and 
pui'poses,  has  managed  the  respondent's  properties. 

Since  1887  several  new  structures  have  been  erected, 
much  of  the  most  valuable  machinery  and  apparatus  has 
been  installed,  and  the  major  portion  of  the  distribution  sys- 
tem has  been  laid  down.  It  is,  however,  entirely  practi- 
cable to  separate  the  property  added  by  the  respondent 
from  that  which  passed  to  it  under  the  contract,  and  for  the 
purpose  of  getting  a  clear  view  of  the  precise  situation,  that 
has  been  done. 

It  does  not,  however,  appear  to  us  tliat  the  terms  of  the 
contract  between  the  two  companies,  or  the  proportion  in 
wiiich  the  properties  are  owned  by  each,  are  of  any  partic- 
ular importance  in  this  case.  The  question  to  be  deter- 
mined is  whether  the  price  now  charged  for  gas  in  Manches- 
ter is  more  than  suflBcient  to  pay  a  fair  return  upon  the 
value  of  the  properties  used  in  supplying  gas.  "We  may 
consider  the  case  as  if  there  w^ere  but  one  company,  w4th  a 
continuous  history  since  1852. 

STRUCTUBES,    AITARATUS,    DISTRIBUTION    SYSTEM,    AND    MISCEL- 
LANEOUS PROPERTIEjS. 

A  summary  statement  showing  the  estimated  reproduc- 
tion cost,  and  the  reproduction  cost  less  estimated  accrued 
depreciation,  of  all  the  properties,  except  land,  operated  by 
the  respondent,  according  to  the  Sloan^  Huddle,  Feustel  and 
Freeman  inventory,  follows : 
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COMBINED  PROPERTIES  OF  MANCHESTER  AND  PEOPLE'S 

COMPANIES. 
Sloax,  Huddle,  Feitstei.  axd  F&EEiiAN  Inventory. 

Cost  of  Less 

reproduction  depreciation 

Buildings    $110,673  $94,  137 

Apparatus    1 14,  170  76, 875 

Holders  and  honsmg* 223, 86o  18-1,  467 

Oil  storage  tanks 5,  370  3,  776 

Yard  structures  and  miscellaneous 52,  837  40,485 

Distribution  system 415.,  226  34*.843 

TOTAL $922,  131  $743, .583 

Overhead  allowances,  15  per  cent 138,  320  1 1 1.  537 

Total  EsTiMATEiy  Cost  of  Reproduction.  . .     $1,060,451  $855, 120 


Apportioned  to  show  such  cost  and  depreciation  of  those 
properties  which  came  to  the  respondent  from  the  Manches- 
ter company,  and  of  the  properties  since  added  by  the  re- 
spondent, the  inventory  totals  are  as  follows : 

MANCHESTER  COMPANY  PROPERTIES. 

SlX>AN,  HUDDLB^  FeUSTBL  AND  FbBBMAN  IntBHTOKT. 

ReeoriKtruc-  Jlironttruc- 

Rscontiruc                                      tian  eott,  ti^it  indwi- 

lion,  cost,                                         except  over-  inn  overhead  • 

except                 Induding           head,  less  lest  depre- 

or'-rhead                 oterhe'ul          dcprfcitUion  ciation 

Bolldiiigs.  apMnLtuB  asd  mis- 
cellaneous  properties    ^302,242  $347,578  $218,669  $251,469 

DlstributJon  Byatem  • 140,615  161,707  109,W8  126.406 

Total $442,857  $500,285  $328,587     _    $377,875 

PEOPLE\S  COMPANY  PROPERTIES. 
Sloan,  Huddle,  Fbustel  and  Freeman  Inventory. 

Buildini?s,  apparatus  and  mis- 
cellaneous properties    $204,663  $235,362  $178,071  $204,781 

Distribution  system  •   274,611  315,803  li3G,925  272.464 

Total $479,274  $5,")1,165  $414,096    _  $477,245 

Mr.  William  McClellan,  of  New  York  City,  made  a  like 
inventory  for  the  respondent,  and  supported  the  same  by 
testimony  at  the  hearing.  His  estimate  of  the  cost  of  re- 
producing the  above  mentioned  properti(?s  operated  by  the 
respondent,  and  of  the  amount  of  aecni(Kl  depreciation 
thereon  was  as  follows : 


*  In  this  table  the  street  mains  laid  between  July  1,  l&ST,  and  January 
1,  1891,  are  estimated  on  the  basis  of  the  quantity  laid  in  1891,  and  imme- 
fliately  thereafter,  no  record  of  street  mains  laid  prior  to  ]891  being: 
available. 
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COMBINED   PROPERTIES   OF   THE   MANCHESTER    AND   PEO- 
PLE'S  COMPANIES. 

McClellan  Invextort. 

Cost  of  Less 

reproduction       depreciation 

Buildings    $121,424  $109,388 

Apparatus 116, 715  94.  162 

Holders   235. 651  217, 202 

Mains,  etc.,  including  paving* 397 ,  966  352,  000 

Meters  and  meter  connections 113,224  100.  196 

(Hlier  property   75, 316  64.  858 

TOTAL $1.  060,296  $937.  806 

Overhead  allowances,  18  per  cent 190, 853  179,  784 

Total  Repboduction  Cost $1,251. 149        $1. 117,590 


Respondent's  counsel  urge  that  an  average  between  the 
estimates  of  the  two  engineers  be  taken  as  the  reproduction 
cost  of  the  properties  in  question.  That  suggestion  does 
not  appeal  to  us.  It  is  an  easy  method  of  disposing  of  dif- 
ferences between  witnesses,  but  w^e  are  unable  to  perceive 
how  it  conduces  towards  accuracy.  Our  engineers  w^ere 
selected  with  the  purpose  merely  of  securing  thoroughly 
competent  men.  They  have  for  many  years  been  engaged 
in  valuation  work  of  this  kind  for  the  Wisconsin  Commis- 
sion, and  for  various  other  Commissions  in  this  country  and 
Canada.  Mr.  Feustel  is  now  the  chief  engineer  for  the  Illi- 
nois public  service  commission.  In  the  several  cases  where 
this  firm  has  done  similar  work  for  this  Commission,  we 
have  been  impressed  with  their  thorough  preparation  for 
the  work  which  they  are  doing,  and  with  the  entirely  non- 
l)artisan  spirit  in  which  they  act.  Upon  a  full  consideration 
of  all  the  evidence  in  the  case,  we  are  satisfied  that  they 
have  dome  full  justice  to  the  respondent  in  the  estimates 
which  they  have  made,  and  we  accept  such  estimates  as  the 
best  evidence  before  us  as  to  the  reproduction  cost  of  the 
respondent's  properties,  and  the  extent  of  the  depreciation 
thereof. 


*  This  item  includes  $90,831  for  paving  over  mains,  which  is  separately 
discussed  later  in  this  repoi-t. 
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PAVING. 

Early  in  tlie  investigation  the  Commission  were  in- 
formed by  counsel  for  the  respondent  that  claim  would  be 
made  for  allowance,  as  a  part  of  the  present  value  of  the  re- 
spondent's properties,  of  the  cost  of  paving  over  mains, 
wherever  pavements  now  exist.  The  Commission's  engi- 
neers were,  accordingly,  instructed  to  include  an  item  repre- 
senting such  an  amount  as  in  their  opinion  such  cost  would 
be,  and  also  to  report  separately  the  amount  of  such  cost  as, 
from  the  books  of  the  company,  appeared  actually  to  have 
bee  n  met  by  the  respondent,  or  by  the  Manchester  company. 

Paving  is  shown  upon  the  inventory  presented  by  Mr. 
Huddle's  firm  as  $88,621  for  cost  of  reproduction.  Depre- 
ciated upon  the  same  basis  as  the  mains,  upon  the  theory 
that  at  the  end  of  the  life  of  the  present  mains  the  paving 
will  have  to  be  again  cut  through,  the  depreciated  cost  is 
given  as  $71,720.  The  actual  amount  paid  for  paving  over 
mains,  so  far  as  shown  by  the  books  of  the  company,  was 
$1,940.  Mr.  McClellan  estimated  the  cost  of  pa\'ing  over 
mains  to  be  $90,831,  and  the  depreciation  thereon,  comjjuted 
upon  the  same  theory  as  by  Mr.  Huddle,  $9,083. 

It  is  claimed  by  the  respondent  that  the  item  of  $1,940  did 
not  fully  represent  expenditures  for  paving  over  mains; 
that  when  extensions  were  made  on  streets  covered  with  tar 
concrete  or  through  private  sidewalks,  the  repairs  were 
made  by  a  local  concreting  company,  and  the  expense  paid 
by  the  respondent  direct ;  that  when  short  extensions  were 
made  upon  macadamized  streets  the  respondent  replaced 
the  paving  without  calling  on  the  city;  and  that  the  $1,940 
item  was  the  amount  paid  the  city  for  paving  work  when  ex- 
tensions of  considerable  length  were  made. 

It  was  admitted,  however,  that  the  entire  amount  paid  by 
the  respondent  for  paving  appears  upon  the  respondent's 
books  as  a  i)art  of  the  original  cost  of  laying  street  mains. 
The  full  amount  of  the  construction  account  for  street  mains 
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is  $132,590.  This,  however,  it  was  testified  did  not  include 
anything  for  superintendence  and  other  overhead  allow- 
ances which  were  paid  as  operating  charges.  To  what  ex- 
tent overhead  expenses  were  actually  incurred  no  attempt 
was  made  to  show.  The  reproduction  cost  of  laying  street 
mains  as  estimated  by  the  engineers  for  the  Commission,  as 
we  have  already  seen,  was,  without  allowance  for  overhead 
charges,  $127,653,  and  including  15  per  cent,  for  overhead, 
$142,962.  It  is  evident  that  there  is  no  room  in  the  con- 
struction ac<iount  for  any  very  large  sums  paid  for  paving- 
over  mains.  In  this  connection,  too,  it  should  be  remem- 
bered that  the  street  mains  have  been  laid  from  vear  to  year, 
as  the  respondent's  business  has  grown,  and  that  pieceuK^al 
construction  tends  towards  increased  construction  cost. 

Upon  the  evidence  we  find  that  no  considerable  sum  in  ex- 
cess of  $1,940  has  been  paid  on  account  of  paving  over 
mains.  The  total  sum  may  reach  $4,()(X)  or  $5,000,  but 
there  is  no  e\ddence  which  warrants  a  conclusion  that  it 
exceeds  the  latter  sum. 

The  argument  upon  this  point  is  that  it  is  inmiaterial 
whether  paving  was  paid  for  by  the  respondent  or  by  the 
city.  Counsel  argue  that  reproduction  cost  new  is  the  best 
evidence  of  the  present  value ;  that  such  reproduction  cost 
is  of  the  plant  as  it  now  exists;  that  ''  to  exclude  the  pres- 
ent additional  cost  due  to  paving  where  there  was  none 
when  the  pipes  were  laid,  w^ould  result  in  a  false  reproduc- 
tion cost  of  the  existing  plant,  and  would  leave  out  of  con- 
sideration a  natural  and  important  element  of  the  pres- 
ent value,  w^hich  is  the  end  for  which  every  Inquiiy  is 
made."  Counsel  ask,  *'  If  (the  utility)  must  bear  any  loss 
in  value  due  to  lessened  present  cost,  why  should  it  not 
have  the  reciprocal  benefit  due  to  increased  present  cost  ? ' ' 

The  proposition  that  by  paving  the  streets  of  their  city 
the  citizens  of  Manchester  increase  the  value  of  the  gas 
plant  by  which  they  are  served,  and  the  rate  which  they 
may  be  obliged  to  pay  for  gas,  does  not  appeal  to  one's 
natural  sense  of  justice.     The  change  has  undeniably  in- 
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creased  the  reproduction  cost  of  the  gas  property;  but  lias 
it  increased  its  efficiency  of  operation,  or  its  earning  capac- 
ity, or  has  it  lengthened  its  useful  life!  Not  at  all, —  in 
fact  the  only  economic  effect  of  placing  pavings  over  mains 
is  to  make  it  probable  that  the  replacement  will  be  more 
expensive,  and  thereby  to  increase  proportionately  the 
amount  wiiich  should  be  set  aside  for  a  depreciation  re- 
serve. Speaking  strictly  in  a  commercial  sense,  this  would 
lessen  rather  than  increase  the  value;  but  as  depreciation 
must  be  taken  care  of  out  of  rates,  any  increase  in  depre- 
ciation may  be  disregarded  in  fixing  the  value  upon  which 
the  rate  is  based. 

To  increase  the  value  of  the  respondent's  properties,  and 
thereby  the  rate  which  it  may  charge,  on  account  of  pav- 
ing to  which  it  lias  not  contributed  except  in  common  with 
all  other  tax  payers,  would  seem  to  penalize  improvement, 
and  to  give  to  the  respondent  a  wholly  unearned  revenue. 
The  case  is  not  analogous  to  changes  in  the  price  of  land, 
or  in  the  cost  of  labor  and  materials  included  in  buildings 
and  other  properties.  There  is  good  ground  for  argument 
that  the  owners  of  public  utility  properties  should  stand 
upon  the  same  basis  as  all  other  persons,  and  share  with 
the  public  the  gains  or  losses  resulting  from  the  effect  on 
property  generally  of  business  development  or  business  de- 
pression. But  the  pavement  forms  no  part  of  the  utility's 
property,  and  the  laying  of  the  same  leaves  wholly  unaf- 
fected the  market  value  of  land,  labor  and  materials,  and 
of  everything  which  makes  up  the  utility's  property. 

As  a  part  of  reproduction  cost,  paving  over  mains  must 
be  considered,  but  it  does  not  follow  that  on  that  account 
we  should  add  the  total  sum  of  such  cost  to  the  value,  which, 
but  for  paving,  would  be  fixed  for  the  entire  property  oper- 
ated by  the  respondent.  Reproduction  cost  is  not  the  abso- 
lute measure  of  value ;  it  is  but  evidence  of  value.  The  re- 
spondent's counsel  recognize  this  in  their  argument,  but 
seek  to  treat  it  as  controlling  evidence.  It  is  not  control- 
ling evidence  any  more  than  original  cost  is  controlling  evi- 
dence. Both  are  to  be  considered.  And  the  fact  tliat  the 
cost  to  produce  a  given  property  has  lessened,  does  not,  as 
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a  matter  of  law,  lessen  the  value.  If  under  all  the  circum- 
stances original  cost  ought  justly  to  outweigh  reproduction 
cost  in  determining  value,  it  does  —  and  the  rule  works 
both  ways.  We  will  not  dlte  authorities  here,  but  the  cases 
cited  later  in  this  report  fully  sustain  this  view. 

Accordingly,  in  making  our  finding  of  value  in  this  case 
we  shall  consider  the  entire  reproduction  cost  of  the  prop- 
erties, including  the  item  carried  for  paving  over  mains, 
but  we  shall  keep  in  mind  the  evidence  showing  the  portion 
of  the  original  cost  of  construction  of  gas  properties  which 
was  in  fact  expended  for  paving  over  mains,  and  shall  give 
more  weight  to  such  evidence  as  to  original  cost,  with  rela- 
tion to  that  item,  than  to  the  reproduction  cost,  because, 
under  the  circumstances,  that  is  just. 

GOING  value. 

One  of  the  largest  single  items  claimed  by  the  respondent 
is  for  ''  going  value,''  $240,000.  The  nature  of  this  item 
can  be  best  explained  by  including  here  a  portion  of  the  tes- 
timony of  Mr.  McClellan,  the  respondent's  valuation  expert, 
who  was  the  only  witness  offered  in  support  of  the  same. 
Upon  this  point  he  said : 

"  The  preliminary  and  financinp:  costs  *  *  are  lumped  together  as 
$240,000  with  the  so-called  cost  of  attachhig  business.  The  first  cost,  the 
preliminary  cost,  call  it  what  you  please,  i)romotion  cost,  is  there  in  my 
opinion  always.  In  other  words,  it  is  inconceivable  that  a  group  of  con- 
tractors and  engineers  and  financial  men  could  suddenly  drop  into  any 
town  and  immediately  start,  make  plans  to  construct,  and  spend  money 
on  a  structure.  Two  sets  of  people  have  got  to  be  satisfied  before  any- 
thing of  that  sort  can  be  done.  First,  the  people  who  have  got  to  spend 
the  effort  in  order  to  produce  the  plant,  *  *  and,  secondly,  the  bankers 
and  individuals,  I  care  not  who,  who  have  got  to  supply  the  money.  Both 
of  those  people  have  got  to  he  convinced  that  it  is  a  fairly  good  thing. 
That  takes  investigation,  time  and  expense  and  that  is  what  I  mean  by 
preliminary  exjjense.  It  is  very  diflRcuU  to  state  what  it  is.  It  varies  a 
lot.  I  have  seen  sworn  statements  of  actual  expenditures  varying  in 
amount  depending  upon  the  magnitude  of  the  property.  A  great  many 
men  sometimes  do  it  because  they  expect  future  reward.  That  is  the  old 
way,  they  expect  to  get  dividends  on  stock  and  things  of  that  kind,  but 
nevertheless  they  contribute  the  effort  and  contribute  the  expense  for  the 
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benefit  of  the  community.  *  *  The  third  expense  is  the  cost  of  attach- 
ing business.  Now  it  is  probable  in  most  eases  that  a  plant,  an  aggrega- 
tion of  physical  parts  without  any  earning  power  attached  to  it  at  all  is 
worth  less  than  the  same  set  of  parts  with  an  earning  power  attached  and 
ready  to  take  care  of  itself  without  anybody  having  to  contribute  any- 
thing more  except  what  they  get  a  fair  return  for.  How  much  that  is 
worth  has  been  estimated  in  a  great  variety  of  ways,  especially  since  the 
days  it  has  had  to  be  estimated  before  commissions  and  courts.  *  * 
How  to  get  at  that  value  is  a  serious  question.  First,  some  people  say  that 
it  is  a  certain  percentage  of  this  other  cost  that  we  have  had  that  we  have 
estimated  the  actual  physical  cost.  There  is  no  warrant  for  it  except  ex- 
perience and  judgment  of  people  who  have  been  in  the  business.  For 
example,  it  can  be  from  15  to  25  per  cent,  sometimes  even  higher.  I  do 
not  know  of  any  that  are  lower.  If  we  take  a  million  and  a  half,  in 
round  numbers,  as  the  value  of  this  property  on  a  reproduction  basis  and 
take  15  per  cent,  then  you  would  have  $225,000.  Take  20  per  cent,  of 
course  it  is  $ii00,000.  If  you  lower  the  reproduction  value  and  take  20 
per  cent,  it  is  $225,000.  I  offer  that  as  sort  of  an  indication  of  the  magni- 
tude. There  are  other  men  who  will  say  that  it  is  worth  $20.00  a  meter. 
They  say  that  because  those  men  who  have  operated  a  great  many  of  these 
properties  and  figured  over  the  accounts  have  come  to  the  conclusion  that 
it  is  worth  $20.00  a  meter  to  connect  that  amount  of  business  from  the 
profit  that  could  be  obtained  from  it  afterwards.  *  *  Professor  Hum- 
phreys, the  president  of  Stevens  Institute  and  probably  the  dean  of  gas 
men  in  this  country,  a  man  who  owing  to  his  position  and  his  very,  very 
wide  experience  is  our  first  authority,  says  that  it  is  worth  a  year's  annual 
business,  gross  income.  *  *  Now  I  have  probably  a  somewhat  differ- 
ent method  of  looking  at  it  from  the  standpoint  of  reproducing  the  pres- 
ent business  of  the  company.  Let  me  say,  in  passing,  that  there  have 
been  numerous  attempts  to  actually  build  up  by  certain  highly  approved 
methods  this  going  element  based  on  a  great  many  assumptions.  *  •  I 
think  that  after  all  there  are  so  many  assumptions  in  it  that  it  is  just  as 
well  to  sort  of  ctmdense  it  and  get  at  it  by  a  smaller  number  of  assump- 
tions. I  am  not  turning  this  into  a  mathematical  calculation.  I  am  trying 
to  get  at  the  magnitude  of  the  figure  rather  than  any  exactness  about  it. 
If  we  assume  that  we  have  started  to  reproduce  this  company,  and  at  the 
end  of  the  time  when  we  were  ready  to  deliver  the  product,  gas,  we  had 
spent  say  $1)00,000,  and  that  we  assume  is  fair  under  the  reproduction 
idea,  and  that  no  houses  are  piped  when  we  started  *  to  build  the 
plant,  and  *  that  people  are  not  accustomed  to  use  gas,  and  we  have 
got  to  build  up  that  sentiment  as  well  as  build  our  plant,  we  have  really 
got  to  build  that  eaniing  power  and  reproduce  the  business  just  as  we 
reproduce  the  plant.  *  *  If  we  assume  at  the  time  you  are  ready  to 
deliver  the  product,  you  would  have  spent  $900,000;  and  if  we  assume 
further  that  it  would  take  a  period  of  five  years  to  induce  these  people  to 
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pipe  tbeiT  houses,  iixince  them  to  sx>end  their  mooey  for  gas  stoves  a»4 
get  ready  to  use  this  thing,  *  *  — tind  I  -will  say  I  am  perfectly  will- 
ing that  somehody  to  assume  something  else  —  I  assume  five  years,  and  if 
I  aj^ume  further  that  at  the  ei>d  of  five  years  I  will  have  my  million  and 
a  half  spent,  then  I  very  <juiekly  arrive  at  the  average,  that  is  the  sum  ©f 
the  two  and  divided  by  two,  $1,200,000  during  that  frv^e  years  as  my  aver- 
age investment.  If  I  assume  a  different  number  of  years,  I  get  differewt 
results,  and  again  if  I  assume  a  fair  return  10  per  eent.  er  8  per  -eeurt. 
but  if  I  assume  a  fair  return  of  8  per  cent,  during  that  first  year  that  I 
am  building  up  tliis  business,  I  kiw>w  positively  myself  frem  ei:perienee 
that  the  company  would  be  lucky  that  would  make  its  full  eperating  ex- 
]>ense,  in  reproducing  its  business,  if  it  would  maTiag^  to  get  people 
enough  to  p\\}e  houses  and  buy  gas  sto\«e6  te  do  it.  It  is  Cfuite  oiear  ttot 
the  owner  who  invested  in  the  property,  then  would  eontribute  that  first 
year  8  i)er  cent.,  and  therefore  their  contribution  on  the  average  amount 
invested  would  be  fi<96,000.  During  the  second  year,  if  tbey  made  3  f>er 
cent,  on  their  average  investu>efit,  I  think  they  would  be  fortunate.  *  .  * 
They  would  drop  that  year  5  per  cent,  or  $60,000.  The  third  year  I  think 
thej^  ought  to  go  up  lo  5  per  cent.  They  ^^u4d  drop  3  per  cent,  or  $3ti,- 
000.  The  fourth  the\'  would  get  7  per  cent.  I  will  say.  They  wetfld  drep 
that  year  1  per  cent,  or  $12,000,  and  the  next  year  earn  8  per  eent.  and 
drop  nothing.  Add  those  amounts  together  and  I  get  about  $204fi%0.  *  * 
'•'§.  (By  Mr,  Benton)  If  you  found  out  as  a  matter  of  fact  that  it 
had  taken  fifty  years  instead  of  hve  years,  what  difference  would  that 
make?  A.  That  wouldnH  make  any  difference  at  all  in  my  general  esti- 
mate of  the  thing  for  tlie  simple  reason  that  I  am  assuming  Ibey  do  ^s 
in  five  years  and  that  means  considerable  expense  for  soliciting.  If  tftiose 
wlio  are  doing  this  work  are  so  poor  they  cannot  supf^y  the  capital  for 
this  soliciting  and  building  up  this  business  quickly,  it  may  trfce  t^aem  ten 
years,  but  the  total  cost  I  assume  through  contribution  under  ihme  m- 
cuinstances  would  probably  not  be  any  greater.  What  they  contribute  in 
tlie  way  of  operating  expense  would,  so  to  speak,  reduce  what  tfeey  oon- 
ti-ibute  in  the  way  of  interest  which  they  did  not  receive,  and  I  am  assma- 
ing     •     *     that  the  inves'tment  was  timely.'* 

By  deducting  the  $204,000  from  Mr.  MoClellan's  estimate 
of  $240,000,  we  learn  that  the  portion  of  the  larger  item 
which  should  be  allocated  to  what  he  terms  preliminary  aad 
financing  costs  is  $36,000.  As  the  nature  of  this  cost,  wlien 
incurred,  is  totally  different  from  cost  incurred  in  attach- 
ing business  to  the  phj^sical  properties  after  they  are  con- 
structed, we  shall  consider  the  two  items  separately. 
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PBELIMEKABY  AND  FINANCING  COSTS^ 

This  claim  we  think  does  not  call  for  any  extended  dis- 
cussion. Th^re  is  no  evidence  to  support  it.  Mr.  MeClel- 
lan  made  it  perfectly  clear  that  he  was  testifying  as  to  re- 
production costs  —  '*'the  total  cost  to  reproduce  the  prop- 
erty and  attached  business,"  and  that  his  estimate  had  noth- 
ing to  do  mth  what  had  actually  been  expended  in  producing 
the  existing  property  and  business.  He  said  he  had  made 
no  inspection  of  the  books,  and  had  no  information. 

In  any  rate  case,  both  reproduction  cost  and  original  cost 
are  important  evidence,  and  greatly  aid  in  making  a  finding 
of  present  fair  value,  but  it  is  essential  to  keep  the  two  as 
distinct  as  possible.  And  clearly  preliminary  and  financing 
costs,  as  described  by  Mr.  McClellan,  have  no  part  in  repro- 
duction cost.  The  reproduction  cost  of  any  property  is  the 
amount  of  money  it  would  cost  to  reproduce  that  property, 
assuming  a  person  desired  to  reproduce  it,  and  had  the 
money  to  do  so.  It  does  not  include  the  cost  of  persuading 
him  to  reproduce  it,  or  his  expense  in  borrowing  the  nece^5- 
sary  money  after  he  is  persuaded. 

Expenses  of  this  sort  may  have  been  incurred  at  the  in- 
ception of  a  public  utility  enterprise.  If  they  w^ere  we  do 
not  say  that  they  may  not  be  sho\NTi,  with  other  original 
costs,  as  a  part  of  the  financial  history  of  the  enterprise, 
to  receive  such  weight  as  ought  justly  to  be  attached  to  them. 
In  such  cases,  however,  it  is  incumbent  on  the  utility  to  show 
by  evidence  that  they  were  incurred.  There  is  no  such  evi- 
dence here.  On  the  contrary,  we  find  that  the  money  put 
into  this  enterprii-e  by  stockholders  was,  to  borrow  Mr.  Mc- 
Clellan's  language,  invested  **  in  the  old  way,  expecting  to 
get  dividends  upon  stock  and  things  of  that  kind." 

ATTACHED  BUSINESS. 

The  $204,000  claimed  for  '*  attaching  the  business  "  will 
require  more  extended  consideration.  This  item  is  claimed 
in  addition  to  full  reproduction  cost  and  working  capital. 
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Testimony  of  the  general  character  offered  by  Mr.  Mc- 
Clellan,  based  wholly  upon  arbitrary  assumptions,  and  not 
upon  the  fax^ts  of  this  case  as  shown  by  the  evidence,  can  be 
of  little  aid  to  us.  Indeed,  it  is  difficult  to  see  how  it  is  enti- 
tled to  more  consideration  than  the  opinion  of  any  other 
engineer  of  equal  standing  and  reputation,  which  might  be 
called  to  our  attention  from  some  published  address,  or  from 
some  text-book.  It  has  no  more  relation  to  this  case  than 
to  any  other  like  valuation  case  which  may  at  any  time  be 
before  us. 

The  item  claimed,  however,  is  too  important  to  ]ye  dis- 
missed without  careful  consideration;  and  while  we  do  not 
accept  the  respondent's  evidence  offered  in  supjx^rt  thereof 
as  a  reliable  basis  for  determining  what  weight,  if  any, 
ought  to  be  given  to  the  *'  going  value  element,"  we  do  have 
before  us  as  a  result  of  our  own  investigation,  infonnation 
as  to  the  origin  and  growth  of  these  properties,  the  amount 
paid  in  and  taken  out  by  stockholders,  the  kind,  character 
and  reproduction  cost  of  the  present  physical  properties, 
the  number  of  customers  attached  in  1891,  and  the  number 
added  each  year  since,  the  amount  of  gas  sold  in  each  such 
year,  and  the  price  at  which  sold,  together  with  a  great 
quantity  of  data  showing  expenditures  in  detail  for  a  long 
term  of  years,  and  the  net  returns  from  operation. 

This  will  enable  us  to  make  allowance  for  the  going  con- 
cern element  as  we  have  done  in  other  cases  where  we  have 
considered  the  **  general  financial  historj'  of  the  property 
so  far  as  known,  its  earning  power  under  reasonable  rates, 
the  amount  of  business  whicli  it  does,  the  operating  charges, 
and  other  pertinent  facts  ''  and  have  fixed  *^  a  final  value 
on  the  entire  property,  not  as  upon  a  collection  of  dead 
units,  but  as  upon  a  going  concern  doing  the  business  which 
in  the  particular  ease  it  appears  that  it  does."  Petit wn  of 
Berlin  Electric  Compamj*  3  N.  H.  P.  S.  C.  B.  174. 

In  the  case  just  cited  we  also  said : 

"  We  believe  that  there  is  no  constitutional  rule  nor  any  equitable 
reason  retjuirin^  an  appraisal  of  the  entire  expense  of  building  up  all  of 
the  business  connected  with  a  utility  property,  in  a  valuation  of  the  same, 

•  Printed  in  Commission  Leaflet  Xo.  21,  at  pa^re  7S1. —  Ed. 
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upou  a  strict  reproductive  cost  basis,  but  that  much  weight  should  be 
given  to  the  amount  which  the  building  up  of  such  business,  in  the  way 
it  has  actually  been  built,  has  actually  cost  the  owners  of  the  property, 
either  in  money  originally  invested  by  them  or  in  returns  not  received 
upon  their  investment  in  early  years/' 

If  we  understand  the  position  of  counsel  for  the  respond- 
ent, however,  they  claim  that  the  financial  history  of  the 
utility  is  not  to  be  considered  in  connection  with  the  element 
■of  going  value,  and  that  attached  business  is  to  be  given 
the  same  weight  where  the  cost  of  building  up  the  same  has 
been  paid  out  of  operating  expenses,  in  addition  to  reason- 
able returns  upon  capital  invested,  as  w^here  such  cost  has 
been  paid  by  stockholders  with  money  advanced  or  in 
dividends  foregone. 

Their  argument  is  that  it  necessarily  costs  money  to 
secure  the  attached  business;  that  *^  because  the  company 
cannot  show  *  *  that  its  stockholders  went  without 
some  dividend,  (or)  *  *  *  prove  definitely  early  losses 
in  business,  furnishes  *  *  no  excuse  to  say  therefore 
there  were  no  such  expenses;  ''  that  the  attached  business 
is  a  characteristic  of  the  physical  property  adding  to  its 
value;  that  it  makes  no  difference  whether  the  money  ex- 
pended in  securing  the  same  came  from  the  stockholders  or 
from  rates ;  that  it  is  now  a  i>art  of  the  property  of  the  com- 
pany and  cannot  legally,  in  any  part,  be  taken  away  by 
making  less  allowance,  in  fixing  value  for  rate  purposes, 
than  would  be  made  if  it  were  shown  that  the  business  was 
built  up  w^ith  money  actually  advanced  by  stockholders. 

Counsel  for  the  respondents  also  assume  that  the  going 
value  element  must  be  appraised  as  a  separate  item,  and  be 
added  to  the  value  of  the  physical  properties,  sajdng: 

"  We  recognize  that  in  this  ease  we  have  furnished  no  figures  or  tangible 
evidence  of  any  actual  expense  incurred  *  *  which  the  Commission 
can  use  as  a  basis  for  computing  going  concern  value;  *  *  still  *  * 
it  is  the  duty  of  this  Commission  to  in  some  way  by  the  best  evidence  it 
can  obtain  determine  what  is  the  going  concern  value.  *  *  *  It  is  there. 
It  has  cost  money  to  i)ut  it  there,  and  the  Commission  is  bound  to  recognize 
it,  and  to  find  what  is  its  fair  value.'* 

Throughout  their  argument  they  have  assumed  that  fair 
value  for  rate  purposes  is  to  be  reached  by  the  simple 
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process  of  adding  certain  amounts  allowed  for  '*  working 
capital  '^  and  ''  going  value  "  to  the  reproduction  cost  of 
the  property  as  found. 

To  what  extent  the  attached  business  of  the  respondent 
was  secured  by  active  effort  at  expense,  and  to  what  extent 
it  resulted  from  natural  demand,  there  is  no  evidence  to 
show.  In  recent  years  there  has  been  a  very  active  compe- 
tition between  gas  and  electricity  for  lighting  purposes  in 
Manchester.  At  the  same  time  sales  for  industrial  uees  to 
the  Amoskeag  and  other  large  mills  have  greatly  decrease<l. 
In  1889  such  sales  amounted  to  twenty-four  million  cubic 
feet ;  in  1904  they  had  decreased  to  twenty  million  cubic 
feet,  and  in  1913  to  sixteen  million  cubic  feet.  New  houses 
are  now  ordinarily  wired  for  electric  lighting,  and  use  gas 
only  for  cooking  and  other  similar  domestic  purposes.  The 
effect  upon  the  respondent  is  reflected  in  its  expenses  for 
new  business.  In  1889  expense  for  now  business,  if  any, 
was  not  separately  kept;  in  1908  it  was  only  $1,173;  in  1913 
it  had  become  $12,177.  But  by  thus  energetically  pushing 
the  sale  of  its  product,  all  losses  in  business  have  been  off- 
set, and  a  healthy  increase  in  sales  made.  It  is  impossible 
to  tell  to  what  extent  this  expense  for  new  business  has 
been  necessary  to  keep  good  losses  suffered, —  that  is  to  hold 
the  business  where  it  Avas, —  and  to  ivhat  extent  it  repre- 
sents the  cost  of  increasing  the  business. 

The  history  of  these  properties  extends  over  more  than 
sixty  years.  A  great  part  of  the  consumers  became  con- 
nected because  they  desired  gas  service,  and  th^  respond- 
ent's gas  plant  was  the  only  one  in  Mandiester.  To  the 
extent  of  the  active  demand  for  the  service  of  which  a  pub- 
lic utility  has  a  monopoly,  customers  are  attached  without 
eixpense,  except  the  cost  of  services  and  meters,  which  are 
included  in  the  physical  property  appraised.  But  a  large 
increase  in  sales  of  gas  for  new  uses  cannot  be  quickly  se- 
cured except  at  considerable  expense  for  advertising,  dem- 
onstrating, soliciting,  and  the  like.  The  demand  must  be 
created  before  it  can  be  supplied.  The  extent  to  which  such 
expenditures  may  profitably  be  made  is  well  illustrated 
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here,  where  large  losses  in  business  have  been  met  and 
made  good,  and  the  output  steadily  increased. 

The  facts  in  this  case,  then,  so  far  as  attached  business 
is  concerned,  appear  to  be  as  follows :  the  respon^lent's  cus- 
tomers were  in  part  attached  by  reason  of  a  natural  de- 
ma^nd  for  gas  service  in  the  community,  and  without  other 
expense  than  is  represented  by  the  cost  of  its  physical  prop- 
erties, and  in  some  part  by  reason  of  expenditures  made  by 
the  respondent  to  increase  the  demand  for  its  servi-ce.  The 
proportion  which  each  class  of  customers  bears  to  the  whole 
is  not  known,  nor  is  the  amount  of  the  expenditures  made 
to  secure  the  last  mentioned  class.  Whatever  such  expen- 
ditures have  been,  however,  the  same  have  been  paid  out 
of  operating  expenses,  with  money  collected  in  rates,  and 
a  full  return  has  at  all  times  been  paid  to  stockholders. 

Two  questions  arise  upon  the  respondent's  claim.  First, 
shouI<l  attached  business  be  separately  appraised  and;  as- 
signed a  fixed  and  definite  value  apart  from  physical  prop- 
erty, or  does  evidence  as  to  attached  business  fall  properly 
into  the  same  category  as  evidence  of  original  cost,  amount 
and  market  value  of  s(H!urities,  reproduction  cost,  operating 
expenses,  and  other  related  facts,  all  of  which  are  impor- 
tant to  be  considered  in  arriving  at  the  true  value  of  the 
entire  property,  but  none  of  which  have  a  definite  fixed 
value,  the  same  in  all  cases?  Second,  must  the  same  weight 
bo  given  to  business  attached  without  cost  to  the  stock- 
holders (either  actually  without  expense,  or  at  the  expense 
of  the  rate  pa\4ng  public)  as  would  be  given  to  such  busi- 
ness if  attached  at  the  cost  of  the  stockholders,  either  in 
money  advanced  or  in  dividends  foreg-onel 

This  last  question  is  of  extreme  importance.  Ptiblie  util- 
ities are  natural  monopolies.  In  addition  they  are  now  by 
law  granted  a  large  degree  of  protection  in  the  exclusive 
occupation  of  the  territory  which  they  serve.  Growth  in 
attached  business  inevitably  follows  growth  in  the  com- 
munity,—  it  may  be  accelerated  by  expenditures  but  is  not 
dependent  thereon.  It  is  not  too  much  to  say,  speaking 
generalh',  that  most  customers  seek  public  T*tility  service 
by  reason  of  a  natural,  as  distinguished  from  a  created,  de- 
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mand.     Such  customers  cannot  be  said  to  be  attached  at  any 
cost,  except  during  the  period  that  the  plant  is  not  paying 
expenses  and  a  fair  return  upon  the  value  thereof. 

Does  each  customer,  who  voluntarily  seeks  service  from 
a  given  public  utility,  add  to  the  **  fair  value  "  ux>on  which 
such  public  utility  is  entitled  to  a  return,  not  only  by  the 
amount  expended  in  physically  connecting  his  premises  with 
the  plant  of  the  public  utility,  but  by  a  further  amount  esti- 
mated as  the  value  of  the  opportunity  thus  afforded  to  the 
public  utility  to  do  business?  Do  the  words  *'Nor  shall 
any  State  deprive  any  person  of  life,  liberty  or  property 
without  due  process  of  law ''  contain  a  guaranty  to  public 
service  corporations  that  they  may  capitalize  the  demand 
for  the  service  which  they  are  given  a  franchise  to  supply, 
and  may  compel  the  public  to  pay  a  return  to  them  there- 
on! 

This  question  arises  as  to  customers  attached  without 
expense.  If  the  answer  is  in  the  affirmative,  then  the  same 
privilege  would,  of  course,  exist  as  to  customers  attached 
at  the  expense  of  rate  payers,  since  the  increased  value  in- 
heres by  reason  of  the  opportunity  afforded  to  do  business, 
and  not  by  reason  of  expense  incurred  in  securing  that  op- 
portunity. But  if  attached  business  is  to  be  considered  as 
enhancing  physical  value  only  to  the  extent  of  expense  in- 
curred, still  it  would  be  unfortunate  in  the  extreme  if  it 
should  be  discovered  that  there  is  a  constitutional  impedi- 
ment to  the  meeting  of  that  expense  by  the  public  in  any 
other  way  than  by  adding  it  to  plant  value,  and  paying  a 
return  upon  it  perpetually. 

It  is  undisputed  that  a  public  utility  property  should  be 
kept  good  from  operating  revenues,  rather  than  from  the 
proceeds  of  security  issues.  This  must  apply  to  that  por- 
tion of  its  property  which  consists  of  attached  business,  as 
well  as  to  its  physical  properties.  It  is  impossible  to  de- 
termine what  new  business  results  from  natural  demand, 
and  what  from  expenditures  made;  or  what  portion  of 
such  expenditures  were  necessary  to  make  good  lost  cus- 
tomers, and  what  portion  may  fairly  be  allocated  to  addi- 
'^ons  to  business. 
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In  view  of  these  facts,  this  Commission  has  believed  it 
to  be  good  public  policy  to  require  money  expended  to  se- 
cure new  business  to  be  paid  out  of  operating  revenues,  and 
has  refused  to  allow  the  same  to  be  in  any  part  capitalized. 
In  Petition  of  Laconia  Gas  and  Electric  Company,  4  N.  H. 
P.  S.  C.  R.  52,  the  matter  was  discussed  in  part  as  fol- 
lows: 

**Are  items  of  this  class  capitalizable?  This  is  the  other  end  of  'going 
value.'  In  rate  cases  utilities  always  claim  the  allowance  of  an  item  so 
designated  in  addition  to  the  value  of  their  physical  properties,  and  in 
this  item,  as  claimed,  are  always  found  allowances  for  '  advertising,' '  solicit- 
ing,' '  free  piping,'  and  the  like.  Some  Commissions  in  valuing  properties 
have  held  that  such  an  addition  should  be  made.  If  the  costs  mentioned 
are  to  be  added  to  plant  values  in  valuation  of  utility  properties  for  rate 
purposes,  and  rates  sufficient  to  allow  a  fair  annual  return  thereon  are  to 
be  allowed,  then  they  should  be  capitalized  and  not  allowed  to  be  charged 
to  operating  expenses. 

"  The  reason  is  obvious.  Rates  pay  both  operating  expenses  and  re- 
turn on  plant  value.  If  additions  to  plant  value  are  made  from  year  to 
year  out  of  operating  expenses  and  returns  earned  on  such  added  value, . 
it  is  evident  that  the  public  will  be  taxed  to  pay  returns  upon  value  created 
by  the  public.  The  capitalization  of  advertising  and  other  like  expenses 
is  logical,  and  in  fairness  to  the  public  is  inevitable,  if  attached  business 
is  always  to  be  considered  as  giving  *  going  value '  item  which  must  be 
added  to  value  of  physical  properties  for  rate  pur])oses.     •     ♦     ♦ 

"  The  life  of  a  utility  may  be  as  prolonged  as  the  life  of  the  munici- 
pality in  which  it  is  situated.  For  the  proper  determination  of  all  ques- 
tions affecting  either  the  municipality  or  the  utility,  a  long  look  ahead 
must  be  taken.  Upon  any  such  view  it  must  be  recognized  as  not  desir- 
able that  a  utility  should  capitalize  every  expense  incident  to  procuring 
new  business  or  even  such  proportion  of  that  expense  as  may  be  taken  to 
represent  the  cost  of  procuring  an  increase  of  business.  A  few  decades 
of  such  practice  would  result  in  a  large  volume  of  securities  outstanding 
and  representing  no  tangible  property. 

**Any  business  concern  must  make  certain  expenditures  for  the  purpose 
of  promoting  a  sale  of  its  product  or  services.  The  necessity  for  this  may 
be  less  in  the  case  of  a  public  utility  business  than  in  most  others,  but 
so  far  as  the  necessity  for  such  expense  exists  the  expense  is  just  as  truly 
incident  to  continued  successful  operation  as  the  expense  of  good  manage- 
ment or  good  methods  of  manufacture  or  of  distribution.  It  should  be 
recognized  as  an  operating  expense'  and  paid  from  income  rather  than 
capitalized  and  made  a  constantly  increasing  burden  upon  the  rate  paying 
public.  The  utilities  themselves  have  heretofore  recognized  this  fact.  This 
is  the  first  case  where  we  have  found  these  costs  charged  to  capital  ac- 
counts." 
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In  a  system  of  classified  accounts  now  in  course  of  prep- 
aration by  this  Commissioii,  and  intended  to  be  prescribed 
for  the  use  of  the  various  publie  utilities  as  early  as  the 
same  shall  be  completed,  are  provisions  reqiodrim^  all  ex- 
penses incident  to  securing  new  business  to  be  charged, 
when  incurred,  to  operating  expenses.  Li  this  particulai 
this  Commission  is  following  the  precedents  of  all  oiher 
like  Commissions.  We  know  of  no  Commission  which  in 
any  classification  of  accounts  permits  these  expenses  to 
be  charged  to  capital  accounts. 

The  respondent  has  always  treated  its  new  business  ex- 
I>ense  as  an  operating  charge.  And  in  their  brief  coim- 
sel  for  the  respondent  have  included  all  expenses  for  new 
business  as  a  part  of  the  cost  of  service,  which  must  be 
provided  for  out  of  rates  before  a  return  upon  the  value 
of  the  property  is  figured. 

Now,  this  is  all  well  if,  ha\^ng  paid  the  principal  ex- 
pense at  the  time  it  is  incurred,  the  rate  paying  public  is 
thereafter  exempt  from  having  it  added  to  the  value  of 
property  upon  which  it  must  pay  a  return,  but  it  is  all 
wrong  if  the  fourteenth  amendment,  enacted  to  protect 
life,  liberty  and  property,  oywrates  to  place  upon  the  pub- 
lic the  burden  of  paying  such  return  even  though  it  paid 
the  original  expense. 

If  the  constitution  requires  that  these  expenses  be  added 
to  the  capital  upon  wluch  the  public  must  annually  pay  a 
return,  regardless  of  the  source  from  which  they  are  paid 
in  the  first  instance,  then  it  is  to  be  earnestly  hoped  that 
that  fact  may  be  authoritatively  determined  at  some  early 
dat(\  In  that  event,  the  practice  of  the  Conmaissions 
should  be  reversed,  classifications  of  accounts  should  be 
rewritten,  and  expenses  of  securing  new  business,  instead 
of  being  required  to  be  charged  to  operating  expenses, 
should  be  forbidden  to  be  so  charged,  and  required  to  be 
capitalized. 

The  amount  of  the  item  here  claimed,  and  the  insistence 
with  which  coiuisel  have  urged  its  allowance,  and  the  im- 
portance of  the  principle  involved,  have  led  us  to  re- 
examine the  decisions  of  courts  and  commissions  upon  the 
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question  of  *^  going  value,"  with  the  purpose  of  determin- 
ing to  what  extent,  if  at  all,  the  contentions  of  counsel  are 
supported  by  decided  cases. 

AUTHORITIES  REVIEWED. 

The  leading  case  upon  the  question  of  **  going  value  "  is 
not  a  rate  case,  but  a  purchase  case.  Under  the  authority 
of  a  state  statute,  Kansas  City,  Missouri,  had  granted  a 
twenty  year  franchise  to  the  National  Waterworks  Com- 
pany, which  provided  that  if  the  franchise  was  not  re- 
newed upon  the  expiration,  the  city  should  be  required  to 
purchase  the  works  at  **the  fair  and  equitable  value  of 
the  whole  works,''  to  be  fixed  by  the  court,  upon  failure 
of  the  parties  to  agree  thereon. 

UlK)n' expiration  of  the  franchise  the  value  was  fixed  by 
the  court  the  case  being  reported  as  National  Waterworks 
Company  v.  Kansas  City,  62  Fed.  853  (decided  July  2, 
1894). 

In  the  Circuit  Court  the  case  was  referred  to  commis- 
sioners who  reported  a  valuation  of  $2,546,112.  The  Cir- 
cuit Court  increased  this  valuation  to  $2,714,000.  Both 
parties  appealed  from  the  Circuit  Court,  and  the  appeal 
was  determined  by  the  Circuit  Court  of  Appeals  in  an 
opinion  by  Justice  Brewer.  The  plaintiff  had  claimed  a 
value  equal  to  the  annual  net  earnings  capitalized  at  6 
per  cent.  The  city  had  claimed  a  reproduction  value  less 
the  depreciation.  In  considering  these  respective  claims 
the  court  said: 

"  We  are  not  satisfied  that  eitl)er  method,  by  itself,  ^-ill  show  *  * 
'  the  fair  and  equitable  value.'  Cai)italization  of  the  earnings  will  not, 
because  tihat  implies  a  cwitinuance  of  earnings  aiwl  a  contiimance  of 
earnings  rests  upon  a  franchise  to  operate  the  waterworks.  The  original 
eost  of  the  construction  cannot  control,  for  *  original  cost '  and  *  present 
value '  are  not  equivalent  terms.  Nor  would  the  mere  cost  of  reproducing 
the  waterworks  plant  be  a  fair  test,  because  that  does  not  take  into  ac- 
count the  value  winch  flows  from  the  establi^ied  connections  between  tiw 
pipes  and  the  buildings  of  the  city.  *  *  The  fact  that  \he  company 
does  not  own  the  connections  between  the  pipes  in  the  streets  and  the 
buildings  —  such  connections  being  tlie  property  of  the  indiWduaJ  prop- 
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erty  owiiei*s  —  does  not  militate  against  the  proposition  last  stated,  for 
who  would  care  to  buy,  or  at  least  give  a  large  price  for,  a  waterworks 
system  without  a  single  connection  between  the  pipes  in  the  streets  and 
the  buildings  adjacent.  Such  a  system  would  be  a  dead  structure,  rather 
than  a  living  and  going  business.  *  *  Such  connections  are  not  com- 
pulsory, but  depend  upon  the  will  of  the  property  ownei*s,  and  are  secured 
only  by  effort  on  the  part  of  the  ownei's  of  the  waterworks,  and  induce- 
ments held  out  therefor.  The  city,  by  this  purchase,  steps  into  possession 
of  a  waterworks  plant, —  not  merely  a  completed  system  for  bringing  water 
to  the  city,  and  distributing  it  through  pipes  placed  in  the  streets,  but  a 
system  already  earning  a  large  income  by  virtue  of  having  secured  connec- 
tions between  the  pipes  in  the  streets  and  a  multitude  of  private  buildings. 
It  steps  into  possession  of  a  property  which  not  only  has  ability  to  earn, 
but  is  in  fact  earning.  It  should  pay  therefor  not  merely  the  value  of  the 
system  which  might  be  made  to  earn,  but  that  of  a  system  that  does  earn. 
Our  effort  has  been  to  deduce  from  the  volume  of  testimony  that  which, 
in  this  view  of  the  situation,  can  be  safely  adjudged  '  the  fair  and  equit- 
able value.'  The  original  cost  of  the  works  is  not  accurately  and  satis- 
factorily shown.  *  *  There  is  a  large  amount  of  testimony  as  to  the 
probable  cost  of  reproducing  the  system,  to  which  strenuous  objection  is 
made  on  the  ground  of  an  alleged  temporary  and  extreme  depression  in 
the  cost  of  labor  and  material.  *  *  We  have  the  fact  of  liens  placed 
upon  the  property,  to  the  extent  of  $3,000,000,  with  the  qualified  approval 
of  the  city  officials.  We  have  also  the  statement  of  the  earnings,  and  the 
estimate  of  the  value  upon  the  basis  of  a  capitalization  of  those  earnings, 
amounting,  as  stated,  at  6  per  cent,  to  four  and  one-half  millions.  Re- 
jecting the  latter  as  too  high,  and  the  cost  of  reproduction  as  too  low,  and 
taking  into  consideration  the  entire  history  of  the  transactions  between 
the  comj^any  and  the  city  from  its  commencement  to  the  present  time,  we 
have  sought  to  i)lace  a  value  upon  the  property  as  it  stands,  with  all  the 
connections  already  made  between  the  pii)es  and  the  private  and  public 
buildings,  and  with  the  work  which  it  is  in  fact  doing  of  supplying  all 
these  buildings  with  water,  and  receiving  pay  therefor.  That  valuation, 
after  much  discussion,  comparison  of  figures,  and  readjustments,  we  have 
all  agi'eed,  is  three  millions  of  dollars." 

Because  this  case  is  the  foundation  upon  which  the  later 
*\i?oiiig  value"  decisions,  relied  on  by  the  respondent, 
seem  ultimately  to  rest,  it  should  be  noted  carefully  just 
what  the  situation  was,  and  just  what  the  court  did.  The 
task  before  the  court  was  **  to  deduce  from*  *  *  the 
testimony  *  *  *  the  fair  and  equitable  value.''  The  evi- 
dence did  not  satisfactorily  show  the  original  cost.  "There 
was  evidence  of  cost  of  reproduction  and  of  the  extent 
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of  depreciation — but  the  company  objected  to  this  on  the 
ground  of  **  temporary  and  extreme  depression  in  the  cost 
of  labor  and  materials." 

The  plaintiff's  bill  was  filed  December  26,  1891,  and 
the  cross  bill  of  the  city  November  29,  1893.  The  court 
appointed  commissioners  who  made  a  report  upon  which 
there  was  a  hearing  on  March  22,  1894.  It  is  a  matter  of 
history  and  common  knowledge  that  the  year  1893  was  in 
fact  the  beginning  of  a  period  of  extreme  depression. 
The  result  was,  as  stated,  by  one  of  the  commissioners  in 
an  address  before  the  American  Society  of  Civil  Engi- 
neers (see  Whitten  on  Valication  of  Public  Service  Corpo- 
rations, Page  445),  ^^  as  applied  to  the  buildings,  pipes  and 
machinery,  an  account  of  which  was  no  doubt  much  les.^ 
than  first  cost." 

If  the  appraisal  had  not  been  made  in  panic  times,  when 
the  reproduction  cost  was  much  less  than  the  original 
•  cost,  it  may  be  doubted  whether  the  court  would  have  found 
it  necessary  to  discuss  *^  the  value  which  flows  from  estab- 
lished connections"  to  justify,  a  value  which  it  could 
safely  adjudge  **  fair  and  equitable."  While  the  argu- 
ment made  in  the  opinion,  to  support  the  allowance  of 
something  for  *'  established  connections,"  is  that  a  water 
system  with  connections  will  sell  for  more  than  one  with- 
out connections,  it  would  seem  that  the  real  reason  why 
the  value  was  increased  was  because  the  court  found  that 
fixing  value  upon  consideration  of  the  cost  of  reproduc- 
tion only  gave  a  value  **  too  low  "  to  be  *'  equitable."  The 
method  by  which  it  was  determined  what  additions  should 
be  made  on  account  of  the  established  connections  was 
not  stated,  nor,  indeed,  was  any  separate  appraisal  of  that 
element  of  value  attempted.  The  value  of  the  entire  plant 
was  fixed  as  a  lump  sum  '  *  after  taking  into  considera- 
tion the  entire  history  of  the  transactions  between  the 
city  and  the  company." 

The  above  case  was  decided  July  2,  1894.  In  November 
12  of  the  same  year  the  U.  S.  Circuit  Court  in  Ames  v. 
Union  Pacific  Railway  Compa>iy,  64  Fed.   165,  enjoined 
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cenain  mAximnm  f rei^-it  rates?  fixed  by  a  Xebniska  statute, 
a?»«l  the  opiDion  wa>  written  by  Jn-tiee  Brewer.    The  court 

said : 

-  Wf!:f'  i«  fne  !*-!♦  by  wlrieh  :I:^  r«i-«'»r3Kei;<ss  »f  nits  i>  derensiineif 
Tii-  i-  n-.;  >>::  fcLy  ?<::Ie<L  I-itie^  ::  is  d  ^'ifZljl  wiieciw^r  any  sin^ 
r  ..-^  iTir.  ijv  Iai»i  «i«>»-ii,  ai»{  lii'-aV.e  '■">  ^1  ^ar«<.  If  i:  be  >d;»i  "J.ai  -flr  laies 
...  -■  3e  -  :• !.  a-  'o  s*»-ire  :o  •;>  ^.►^  .«•  r-  a  nea^  :.a'«!f  i  er  .-r:  :.  ■■:.  ::.e  ai^.i^y 
:  -  -^Terl.  ::  -ivill  'je  rer..e::.'j^re.i  :'.a:  :.:a::y  :hir-j^  ...r  tr  lia;  [••ri.eil  :u  ii.jke 
z.-f  '.:."e^'zi.(^..*  i3,r  in  ex.-e--  ..t  'It  a«-'.:u!  va':--  ..t  '.  -  ^  rji^^rty. —  icjTi'ii- 
*•!  •  I-  er*:.:ra^*s.  r*x»r  tr'-jrr.t^ri  j.  ur-'^'^aiilly  l.i:r-  •'•-•^!  •-•!  aoiiena!.  TBsealny 
•'!.  tbe  fiart  ot  l!J•>^e  en^_:eii  in  ti.e  e*:a>tru€-:iv.i  or  mana^Bcroi  of  iim 
fprpeny.  TL*';*  ami  n«siiiy  i.»:ijer  tkisg:s.  as  is  weli  kiK»wiu  »iv  ladois 
wLieii  L*:ve  lar<Hy  enit-red  iiiii*  ;Le  ii^vesioieiirs  w;:h  wlirh  aiai.y  Ru]r>-«aJ 
J  r'4'er;:r^  ?:a:.ii  r-'L*ir^'«:^l.  *  *  Ii;  :Le  ea>es  Uri-.-rt  'js.  Lowever.  iL^re  is 
.i'i-u.«iu..t  :e<::..'-:.y  i'..a:  :!.e  C'i^:  of  rej nr'-rj«::!?  :h»— ^  r««ii>  is  less  tkaii 
'.e  ar:.''»Tr.:  ••:"  'ht:-  -!«».-k  and  h  *:  •!  ar.^  vii::.  or  t'/.e  fr*^:  of  r^'ri-^mrtion.  and 

..at  :l,tf  jri:-^ri:  vaLie  r»f  ::ie  i-r-ii^ry  is  i.-x  arciira;ely  represeuled  by 
ei:iiPT  I'ue  siotiss  an»i  "^oa.is,  or  l'*  orurmal  i^nsirartwn  aerc«Dt.  Xe\er- 
:.'ri*^«.  ii.e  arfK»:iii:  ol  ri^oiiey  ihai  hu-  s*»ae  mi^  t.e  railruad  pro|*erty  — 
:..e  act  uJ  ii»ve>i^ei.t.  as  exjires^t-iL  lix-t.reiittilly.  ai  Kas:,  by  the  aiiiuja;. 

•  ■I*  sT'ok  ar<i  'X'r.tis  —  L*  d«»:  to  V  ijr.-rv*].  e^e::  rhov.ii'.i  sucj  sui:.  i>  far 
i::  exce-s  uf  the  i»rt->ent  value.  •  *  Ii  is  »..►:  always  ivas«»nable  lo  i-ast 
'.**  pT  •.:re  bTTr»ier.  of  the  dej'ref-iii^i'v:  or?  !h*>^  who  have  inv«sie«i  iiw»ir 
ii.oDcy  in  railrcMids.  *  *  I  think  there  is  iio  lianl  and  fast  test  wtdrii 
♦-an  be  laid  difwn  lo  ileremine  in  all  cases  whether  the  rates  prerwribed 
hy  ii»e  U-Ln-lature  are  just  arul  rea>.»nabie«  aiul  iLa*  <»l:en  many  fari«»rs 
e!.rer  ir.!«i  t-ie  tleteni:::.a":.»a  t»f  ti.e  }»rt»bVai/' 

One  searches  in  vain  thmufirh  thi>  s»-e*unl  opinion  i»f  Jus- 
tice Brewer's  for  any  rt'coiruitiou  by  him  that  his  opinion 
in  the  XaffoPial  Wafcncorl.^  case  had  established  the  hiw 
to  be  that  the  bu^ness  which  a  public  ser\"ice  property  was 
doinir  must  l>e  valued  antl  addtd  to  tii*^  sum  of  the  values 

-  physical  proi)erties.  One  does  find,  however,  the  idea 
that  sacrifice's  made  should  not  be  ignored.  The  reason 
iriven  for  not  accepting  the   rule  ''  that   the  rates  must 

*  *  >f'cure  *  *  a  reasonable  per  cent,  on  the  money 
inve.-ted,"  is  that  it  would  not  be,  in  all  cases,  fair  and 
equitable  to  thr-  public,  and  not  that  it  would  not  be  fair 
to  the  investors.  **Xo  hanl  and  fast  test  can  be  hiid 
ilown,"  said  the  court.  '*  Often  many  factors  enter  into 
the  ^letermination  of  the  ]»roblem." 
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In  San  Diego  Land  and  Town  Company  v.  City  of  Na- 
tional City  et  al.,  74  Fed.  79  (decided  May  4,  1896),  rates 
fixeil  by  munieipal  ordinance  were  sought  to  be  enjoined. 
It  apj>eared  that  the  work  was  constructed  **  during  what 
is  known  in  southern  California  as  the  boom  of  1886-7, 
and  at  a  time  when  materials  and  labor  of  all  kinds  were 
very  high."  The  company  claimed  the  right  to  earn  on 
original  cost.  The  court  rejected  the  claim,  saying  that 
original  cost  was  ''  but  one  element  only,''  and  that  **  the 
actual  value  of  the  property  at  the  time  the  rates  are  to 
be  fixed  should  form  the  basis  upon  which  to  compute  just 
rates;  having  at  the  same  time  due  regard  to  the  right  of 
the  public,  and  to  the  cost  of  maintenance  of  the  plant  and 
its  depreciation  by  reason  of  wear  and  tear."  The  court  did 
not  fix  any  value  for  the  plant  .but  merely  f omid  that  the 
rates  would  ^'  yield  a  fair  interest  on  that  portion  of  the 
value  of  the  property  properly  referable  to  the  territory 
embraced  within  National  City."  It  w^ould  thus  seem  that 
the  court  considered  original  cost,  reproduction  cost,  de- 
preciation by  Avear  and  tear,  and  maintenance,  with  **  due 
reganl  to  the  rights  of  the  public." 

In  San  Dirgo  Land  and  Town  Company  v.  Jasper,  110 
P>d.  702  (decided  August  10,  1901),  rates  fixed  by  the 
Boar4l  of  Supervisors  of  San  Diego  County,  California, 
were  attacked  on  the  ground  that  they  were  confiscatory. 
In  considering  the  question  of  value  the  court  said : 

"  The  actual  value  of  such  property  obviously  depends  upon  a  variety 
of  confederations  —  among  them  the  actual  and  prospective  number  of 
consumers.  *  *  If  the  legislature  had  intended  to  make  the  cost  of  the 
plant  the  test  of  its  value,  it  would  have  been  the  simplefit  sort  of  tiling 
to  have  said  so.  *  *  It  is  said  that  the  words  *  present  eost '  (as 
used  in  the  statute)  indicate  that  it  was  intended  by  the  tegislature  to 
make  the  cost  of  the  entire  jdant  the  test  of  its  value.  But  in  view  of 
other  provisions  of  the  act  *  *  I  think  the  court  would  not  be  justified 
in  giving  to  the  wordsy  '  {>resent  cost/  used  in  the  clause  quoted,  that 
ctTect." 

Th(»  court  quoted  from  its  former  decision  as  to  the 
prox)er  basis  for  just  rates,  and  affirmed  its  adherence  to 
the  views  there  expressed. 
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In  Cutting  v.  Kansas  City  Stock  Yards  Company,  82 
Fed.  850  (decided  October  28,  1897),  the  court  rejected 
the  earning  power  under  unregulated  rates,  and  securi- 
ties outstanding,  as  guides  to  value  for  rate  purposes.  The 
value  found  by  the  master  was  accepted,  but  tlie  basis 
upon  wdiich  the  same  was  established  does  not  appear.  No 
reference  is  made  in  any  of  these  three  cases  to  an  added 
value  on  account  of  established  business,  nor  is  the  Na- 
tional Waterworks  case  even  cited,  though  Justice 
Brewer's  reason  for  not  accepting  original  cost  as  a 
measure  of  present  value,  as  stated  in  Ames  v.  Railway, 
was  quoted  in  the  first  San  Diego  Land  and  Town  Com- 
pany case. 

In  Newburyport  Water  Company  v.  Newburyport,  168 
Mass.  541  (decided  June  14,  1897),  the  discovery  appears 
first  to  have  been  made  that  the  National  Waterworks  case 
was  authority  for  the  inclusion  of  a  separately  stated 
amount  as  representing  what  has  since  come  to  be  known 
as  **  going  value.''  The  application  of  the  authority  of  that 
case  by  the  commissioners  appears  to  have  been  extremely 
literal.  Capitalization  of  net  earnings  have  been  re- 
jected by  Justice  Brewer,  as  a  method  of  fixing  value, 
evidence  of  net  earnings  was  excluded.  **  Something  in 
excess  of  cost  of  reproduction"  having  been  allowed  by 
Justice  Brewer  because  of  the  fact  that  the  waterworks 
were  ^*a  system  in  operation,"  the  commissioners  found 
that  '^  the  plant  was  a  going  concern  and  *  *  had  a 
greater  value  for  the  purposes  of  its  use  by  tlie  city  by 
reason  thereof  *  *  fixed  *  *  as  *  *  $40,000."  *  The 
award  of  the  commissioners  was  approved  by  the  Massa- 
chusetts Supreme  Court,  the  Natio^ml  Watertvorks  case 
being  cited.  The  Newburyport  case  was  followed  in  the 
Gloucester  Water  Supply  Company  v.  Gloucester,  179 
Mass.  365,  the  court  still  citing  the  National  Waterworks 
case  as  its  sole  authority. 

This  was  the  state  of  the  law  when  Ames  v.  Union  Pacific 
Raihvay  was  decided  by  the  United  States  Supreme  Court 
(March  7,  1898),  being  reported  as  Smyth  v.  A^nes,  169 
U.  S.  466.    Justice  Harlan,  who  wrote  the  opinion  of  the 
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court,  evidently  realized  that  the  case  would  become  a  lead- 
ing case,  and,  while  the  decision  of  Justice  Brewer  was  af- 
firmed, the  considerations  which  should  enter  into  a  valua- 
tion for  rate  purposes  were  restated  wdth  admirable  clear- 
ness and  wdth  an  evident  intent  to  furnish  a  guide  to  be  fol- 
lowed thereafter  in  like  cases.    The  court  said : 

"  We  hold,  however,  that  the  basis  of  aU  calculations  as  to  the  reason- 
ableness of  rates  to  be  charged  by  a  corporation  maintaining  a  highway 
under  legislative  sanction  must  be  the  fair  value  of  the  property  being 
used  by  it  for  the  convenience  of  the  public.  And  in  order  to  ascertain 
that  value,  the  original  cost  of  construction,  the  amount  expended  in 
permanent  improvements,  the  amount  and  market  value  of  its  bonds  and 
stock,  the  present  as  compared  with  the  original  cost  of  construction,  the 
probable  earning  capacity  of  the  property  under  particular  rates  pre- 
scribed by  statute,  and  the  sum  required  to  meet  operating  expenses,  are 
all  matters  for  consideration,  and  are  to  be  given  such  weight  as  may  be 
just  and  right  in  each  case.  We  do  not  say  that  there  may  not  be  other 
matters  to  be  regarded  in  estimating  the  value  of  the  property.  What 
the  company  is  entitled  to  ask  is  a  fair  return  upon  the  value  of  that 
which  it  emi)loys  for  the  public  convenience." 

This  case  was  followed  by  the  decision  in  San  Diego 
Land  and  Town  Company  v.  City  of  National  City,  174 
U.  S.  739  (decided  May  22,  1899),  and  San  Diego  Land  and 
Town  Company  v.  Jasper,  189  U.  S.  439  (decided  April 
6,  1903),  in  each  of  which  the  decision  of  the  Circuit  Court, 
before  referred  to,  was  sustained.  In  no  one  of  the  three 
cases  did  the  court  indicate  any  consciousness  of  the  fact 
that  the  true  value  of  the  property  was  its  reconstruction 
cost  plus  an  allowance  for  an  intangible  element  of  value 
arising  out  of  the  fact  that  the  property  appraised  was 
doing  the  business  it  was  designed  to  do.  On  the  con- 
trary the  court  clearly  rejected  all  arbitrary  rules  of  value 
in  the  first  San  Diego  Land  and  Town  Company  case, 
where  first  cost,  cost  of  reproduction,  annual  depreciation, 
and  fair  rate  of  return  w^ere  sought  to  be  made  controlling 
factors.  Justice  Harlan  said  that  ^*  all  these  matters  ought 
to  be  taken  into  consideration,  and  such  weight  *  given 
them  *  *  as  under  all  the  circumstances  will  be  just  to 
the  company  and  to  the  public." 
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lu  the  second  case  affecting  the  same  company  Justice 
Harlan  said:  ^*  No  doubt  cost  may  be  considered,  and  will 
have  more  or  less  importance  according  to  the  circum- 
stances." 

In  Kennebec  Water  District  v.  Waterville,  97  Maine  185^ 
(decided  December  27,  1902),  and  in  Brunswick  Water 
District  v.  Maine  Water  Company,  99  Maine  371  (decided 
December  14, 1904),  the  Supreme  Court  of  Maine  laid  down 
rules  for  the  valuation  of  water  properties  taken  by  emi- 
nent domain.  Both  opinions  were  by  Judge  Savage.  The 
instruction  as  to  the  treatment  of  the  claim  for  an  addi- 
tional allowance  on  account  of  the  fact  that  the  plant  was 
a  going  concern,  contained  in  the  first  case,  is  not  very 
clear,  but  in  the  second  case  the  existence  of  ''a  going 
value  *  *  separate  and  distinct  from  structure  value  '' 
is  explicitly  denied,  and  the  appraisal  is  confined  to  the 
physical  structure  concerning  which  the  court  said : 

*^As  a  structure  it  has  value,  independent  of  any  use,  or  right  to  use, 
where  it  is. —  a  vakie  i)r()bably  much  le*5s  than  it  cost,  unless  it  can  be 
used  where  it  is.  *  *  *  ^Ve  speak  sometimes  of  a  going  concern  value 
as  if  it  is,  or  could  be  separate  and  distinct  from  structural  value, —  so 
nnich  for  structure  and  so  much  for  going  concern.  Rut  this  is  not  an 
accurate  statement.  The  going  concern  j»art  of  it  has  no  esi^lenee  except 
as  a  charaeteristic  of  the  structure.  If  no  structure,  no  going  concern. 
If  a  structure  in  use,  it  L^  a  structure  whose  value  is  affected  by  the  fact 
that  it  is  in  use.  Tliere  is  only  one  value.  It  is  the  value  of  the  structure 
as  being  used.     That  is  all  there  is  of  it." 

In  Bristol  v.  Bristol  Waterworks,  23  R.  I.  274  (decide<l 
July  27, 1901),  the  nuxstcr  rejjorted  a  valuation  of  the  phys- 
ical properties,  of  the  franchise,  of  the  *'good  will,"  and 
of  the  '*  enhanced  vahie  due  to  the  fact  that  the  plant  is 
a  running  plant."  The  court  disallowed  the  last  two  items, 
saying  that  they  were  for  **  elements  *  included  in  the 
valuation  of  the  franchise." 

In  Nonrlcli  (his  and  Electric  Company  v.  Norwich,  7(5 
Conn.  565  (decided  April  14,  1904),  under  a  statute  which 
])rovided  that  the  price  to  be  paid  should  be  the  '*fair 
Tuarket  value  *  *  including  as  an  element  of  value  the 
earning  capacity  based  upon  the  actual  earnings  "  at  the 
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time  of  the  taking,  the  commissioners  appointed  by  the 
court  to  appraise  the  plant  reported  the  value  to  be  $590,- 
000,  and  that  **in  reaching  said  valuation  the  commis- 
sioners *  considered  the  condition  of  the  plant  *  *  the 
structure  value  *  *  present  condition  *  *  the  changes 
needed  *  *  the  expense  of  operation  *  *  that  the 
plants  are  going  concerns  *  *  earning  capacity  *  * 
aictual  earnings,  etc.''  The  defendant  requested  the  com- 
missioners to  state  specifically  '*what  value  they  placed 
^pon  *  *  each  element  of  value  which  they  included  in 
the  purchase  price."  This  request  was  denied,  and  the 
court  held  properly  denied,  saying:  '*It  is  enough  to  say 
that  the  valuation  of  anything  in  the  nature  of  a  connected 
and  working  whole  must  be  made  and  regarded  as  an  en- 
tirety.'' 

The  consideration  of  *'  earning  capacity  as  a  going  con- 
cern ' '  in  this  case  was  clearly  required  by  the  statute  and 
the  court  so  pointed  out.  It  cited,  however,  the  National 
Waterivorlis  Company  and  the  Gloucester  Water  SuppUj 
Company  cases. 

In  Galena  Water  Company  v.  Galena,  74  Kansas  6'2-t 
(decided  November  10,  1906),  the  city  had  granted  a  fran- 
chise, reserxing  the  right  to  purchase  at  the  ^*  fair  and 
equitable  value  *  *  of  the  works  *  *  including  the 
franchise."  Upon  exercising  its  option,  the  value  was 
fixed  by  a  referee,  who  allowed  a  separate  item  for  '*  goin«: 
value  including  the  franchise."  This  item  was  disallowed 
by  the  District  Court,  but  was  allowed  by  the  Kansas 
Supreme  Court,  upon  the  authority  of  the  National  Watrr- 
ivorks  Company  and  the  Bristol  Waterworks  Company 
cases. 

In  re  Mononyahela  Water  Company,  233  Pa.  St.  323, 
(decided  January  4, 1909),  no  separate  appraisal  was  made 
of  any  **  going  concern  "  element  of  value.  The  appraisers 
valued  *'  the  physical  property  as  a  going  concern  "  and 
the  court  upheld  their  valuation. 

In  Omaha  v.  Omaha  Water  Company,  218  IT.  S.  180, 
(decided  May  31,  1910),  the  United  States  Supreme  Court, 
in  an  opinion  by  Justice  Lurton,  upheld  an  appraisal  where 
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a  separate  allowance  for  *^  going  value  "  had  been  made. 
In  that  case  the  court  said  that  the  value  was  not  limited 
*'  to  the  bare  bones  of  the  plant,  its  physical  properties," 
saying: 

"  That  there  is  a  difference  between  even  the  cost  of  duplication,  less 
depreciation,  *  *  and  the  commercial  value  of  the  business  as  a  goin^ 
concern,  is  evident.  8ueh  an  allowance  was  upheld  in  National  Water^ 
works  Company  v.  Kansas  City,  *  *  No  such  question  was  considered 
in  either  Knoxville  v.  Knoxville  Water  Company^  *  *  or  in  Willcox 
V.  Consolidated  Cas  Companyt  (both  considered  post).  Both  cases  were 
rate  cases,  and  did  not  concern  the  ascertainment  of  value  under  contracts 
of  sale." 

There  was  no  discussion  of  going  value  in  this  case  in 
the  court  below,  162  Fed.  232. 

In  Metropolitan  Trust  Compafiy  v.  Houston,  etc.,  RaU- 
road,  90  Fed.  683  (decided  December  1,  1898),  the  court 
rejected  the  valuation  made  by  the  Texas  Railroad  Com- 
mission, saying  that  it  seemed  to  be  clear  that  in  fixing  the 
value  *^  no  allowance  was  made  for  favorable  location  *  * 
advance  in  prosperity  of  the  country  through  which  (the 
road)  runs,  settling,  seasoning    *    *    established  business 

*  *  good  will  *  *  all  of  which  ought  reasonably  to  be 
considered.''  While  elements  are  included  here  which  have 
since  been  expressly  disallowed  by  the  United  States 
Supreme  Court,  some  of  the  matters  suggested  were  clearly 
proper  for  consideration  *' among  other  things."  Sacri- 
fices made  were  evidently  what  the  court  had  in  mind,  as 
indicated  by  the  following  language:     '*  The  Commission 

*  *  say  they  included  interest  on  the  money  invested 
during  the  period  of  construction.  *  *  This  *  *  would 
not  cover  all  of  the  time  *  in  which  the  railroad  company 
and  its  predecessors  have  lost  interest  on  the  investment." 

In  Matthews  v.  Board  of  Corporation  Com7}tissioners, 
106  Fed.  7  (decided  February  5, 1901),  no  element  of  going 
value  was  mentioned.  Deficits  in  the  '^bad  years  from 
1891  to  1895  "  were  disregarded,  and  the  value  was  placed 
at  less  than  cost. 
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In  Missouri,  etc,  Railway  v.  Love,  177  Fed.  493  (de- 
cided February  14,  1910),  the  court  said: 

"An  established  railroad  system  may  be  worth  more  than  its  original 
cost  and  more  than  the  mere  cost  of  its  physical  reproduction.  It  has 
passed  the  initial  period  of  little  or  no  return  to  its  owners  which,  of 
greater  or  less  duration,  almost  always  follows  construction  and  is  not 
infrequently  marked  by  default  and  bankruptcy.  *  *  It  has  attained 
a  position  after  many  experiences  common  to  railroad  enterprises  which 
entail  loss  and  cost  not  paid  from  current  earnings,  and  which  corres- 
pondingly make  for  value." 

Since  the  decision  of  Smyth  v.  Ames,  public  utility  prop- 
erties (as  distinguished  from  railways)  have  been  often 
valued  by  state  Commissions  for  rate  purposes,  and  the 
claim  of  '*  going  value  "  has  been  much  considered.  Ap- 
peals from  the  Commissions,  and  some  few  cases  arising 
out  of  the  making  of  rates  by  legislative  bodies,  have 
brought  the  question  of  value  for  rate  purposes  before 
many  state  and  federal  courts.  A  review  of  these  decisions 
will  be  helpful. 

In  the  Berlin  Electric  Light  Company  case,"^  3  N.  H.  P. 
S.  C.  R.  174,  we  made  some  review  of  the  Wisconsin 
Commission  decisions,  showing  that  the  Wisconsin  Com- 
mission clearly  recognizes  that  allowance  should  be  made 
for  the  '^  gt>ing  concern  element,''  but  that  such  allowances 
should  be  based  upon  the  early  losses  'actually  sustained 
in  placing  the  property  upon  a  paying  basis.  In  addition 
to  the  cases  there  cited,  the  following  well  illustrate  the 
Wisconsin  theory  that  *' going  value''  depends  on  sacri- 
fices made,  and  that  when  the  business  has  been  built  up 
out  of  earnings,  in  addition  to  paying  a  fair  return  to 
stockholders,  there  is  no  *  Agoing  value."  State  Journal 
Printing  Company  v.  Madison  Gas  and  Electric  Company, 
4  W.  R.  C.  R.  501,  577;  Payne  v.  Wisconsin  Telephone  Com- 
pany,f  4  W.  R.  C.  R.  1,  62;  Racine  v.  Racine  Gas  Light 
Company,  6  W.  R.  C.  R.  228,  286. 

The  Commission  does  not  accept  the  early  losses  as  hav- 
ing a  fixed  and  certain  value  equal  to  the  total  amount  of 


•printed  in  Commis^sion  Leaflet  Xo,  21,  at  pag^e  7S1. —  Eu. 
1 1  Commission  Telephone  Cases  329. —  Ed. 

Digitized  by  CjOOQ IC 


650     Xew  Haaipshire  Public  ISebvice  Commissiox. 

[N.  IL 
the  same  plus  accrued  interest,  but  coiusiders  sudi  infor- 
mation concerning  the  same  as  may  be  available,  and  gives 
such  weight  thereto  as  it  thinks  just  in  fixing  the  total 
value  of  the  entire  property.  Janesville  v.  JanesrUle 
Water  Compmiy,  7  W.  R.  C.  R.  628,  642;  Application  Ocon- 
to Water  Company,  7  W.  R.  C.  R.  497,  515;  In  re  Kan- 
kauna  Light  and  Power  Company,  6  W.  R.  C.  R.  97. 

In  thus  proceeding,  the  Commission  has  been  sustained 
by  the  Supreme  Court  of  the  State.  See  Appleton  Water 
Wor1<s  v.  Railroad  Commission,  142  N.  W.  476  (decided 
May  31,  1913). 

In  Mayhew  v.  Kings  County  Lighting  Company ^  2  N.  Y. 
P.  S:  C.  R.  (First  District)  659,  695,  the  New  York  Publio 
Service  Commission  for  the  First  District  refused  to  make 
any  allowance  for  'Agoing  value''  beyond  what  was  in- 
cluded in  tlie  appraisal  of  the  physical  properties,  which 
were  **not  valued  as  a  defunct  or  static  concern,"  the 
Commission  saying  that  *^  Whatever  allowance  should  be 
made  *  *  beyond  what  has  already  been  coasidered^ 
should  be  made  in  determining  the  fair  rate  of  return." 

In  Fuhrmann  v.  Catara^ct  Power  and  Conduit  Company,* 
3  N.  Y.  P.  S.  C.  R.  (Second  District)  690  (decided  April  2, 
1913),  the  New  York  Public  Service  Commission  for  the 
Seoond  District,  in  a  very  able  report  by  Chairman  Stevens, 
held  that  when  the  costs  of  building  up  the  business  have 
been  paid  from  operating  expense  *  *  no  just  reason  exists 
for  claiming  that  any  portion  of  these  *  *  constitute  a 
sum  upon  which  the  public  must  pay  returns.  It  has  been 
already  paid  from  the  moment  they  have  been  diarged  to 
opcM-ating  expenses."  But  the  Commission  did  hold  that 
operating  deficits  were  ^^  a  circumstance  which  may  justify 
a  higher  rate  when  the  business  does  beoome  remunera- 
tive." 

Upon  certiorari  proceedings  in  Mayhew  v.  Kings  County 
Lighting  Company^  reported  as  People  ex  rel.  Kmgs 
County  Lighting  Company  v.  Wilkox  et  al.,  141  N.  Y.  Sup- 
plemental 677  (decided  May  9,  1913),  the  appellate  divi- 
sion of  the  N.  Y.  Supreme  Court  reversed  the  Commission. 
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In  the  Court  of  Appeals  (in  an  opinion  handed  down 
March  24,  1914)  the  Supreme  Court  was  sustained  as  to 
the  allowance  for  **  going  value,"  and  the  court  intimated 
that  *  ^  going  value  ' '  should  be  appraised  as  a  separate 
item.  The  court,  however,  distinctly  made  deficiency  in 
earnings  during  the  development  period  the  basis  for  the 
allowance  of  such  item,  apparently  adopting  and  following 
the  so-called  Wisconsin  rule.  Upon  this  point  the  court 
said : 

"If  *  a  public  service  corporation  has  received  more  or  less  than 
a  fair  return,  it  has  received  ,more  or  less,  as  the  case  may  be,  than 
was  its  due,  irrespective  of  whether  a  rate  had  been  fixed  by  public 
authority.  If  a  deficiency  in  the  fair  return  in  the  early  years  was  due 
to  losses  or  expenditures  which  were  reasonably  necessary  and  proper  in 
developing  efficiency  and  economy  of  operation  and  in  establishing  a  busi- 
ness, it  should  be  made  up  by  the  returns  in  later  years.  If  there  was  a 
fair  return  from  the  start,  the  corporation  has  received  all  it  was  entitled 
to,  irrespective  of  how  much  of  the  earnings  may  have  been  diverted  to 
the  building  up  of  the  business.     •     •     ♦ 

"  The  first  question,  therefore,  to  determine  on  this  branch  of  the  case 
was  whether  the  company  had  already  received  a  fair  return  as  its  invest- 
ment. If  it  has  received  such  return  from  the  start,  or  if  in  later  years  it 
had  received  more  than  a  fair  return,  the  public  would  already  have 
borne  the  expense  of  establishing  the  business  in  whole  or  in  part  and  to 
that  extent  the  question  of  "  going  value  "  for  the  purpose  of  fixing  a 
present  rate  would  be  eliminated.  For  it  must  be  constantly  kept  in 
mind  in  dealing  with  this  problem  that  the  company  is  entitled  to  a  fair 
return  and  no  more.  If  it  has  already  had  it,  that  is  the  end  of  the  mat- 
ter. If  it  did  not  receive  a  fair  return  in  the  early  years  owing  to  the 
establishment  of  the  business,  a  subsequent  rate  must  allow  for  that  loss 
or  it  will  be  confiscatory." 

In  City  of  Palo  Alto  v.  Palo  Alto  Gas  Company,*  2  Cal. 
R.  C.  R.  300,  310  (decided  March  12,  1913),  the  CaUfomia 
Conamission,  after  quoting  from  the  discussion  of  going 
value  by  the  Wisconsin  Commission  in  the  State  Journal 
Printing  Company  case,  says; 

"  That  there  are  certain  actual  costs  incurred  in  developing  the  business 
during  its  early  stage,  for  which  cost  the  utility  is  entitled  to  be  reim- 
bursed, just  as  clearly  as  it  is  entitled  to  a  return  on  the  physical  por- 
tions of  its  plant,  seems  to  be  too  obvious  for  argument.     The  investor 


*  Printed  in  Commission  Leaflet  No.  IS,  at  page  966. —  Ed. 

Digitized  by  CjOOQ IC 


652     New  Hampshire  Public  SER\^CE  Commission. 

[N.  H. 
must  go  into  his  pocket  to  meet  one  kind  of  cost  as  clearly  as  the  other. 
•  *  I  am  of  the  opinion  that  such  costs,  legitimately  and  wisely 
incurred,  should  be  taken  care  of  in  some  way,  but  the  exact  method  to 
be  pursued  (whether  by  increasing  value  or  rate  of  return),  and  the 
extent  to  which  consideration  should  be  given  to  such  items,  will  depend 
lipon  the  facts  of  each  particular  case." 

No  separate  going  concern  value  was  fixed  in  this  case, 
but  the  Commission  stated  that  it  considered  the  going  con- 
cern value  element  in  fixing  the  total  value  of  the  entire 
proi>erty. 

In  the  following  cases  before  the  California  Commission, 
it  was  held  that  upon  the  evidence  no  'Agoing  value'* 
oould  be  allowed.  Application  Antelope  Creek  and  Red 
Bluff  Water  Company,  2  W.  E.  C.  E.  18;  Application 
Cuyamaca  Water  Company,"^  2  Cal.  E.C.  E.  514 ;  Application 
San  Bernardino  Gas  case,  2  Cal.  E.  C.  E.  731 ;  Application 
Jackson  Water  and  Power  Company,  2  Cal.  E.  C.  E.  1008. 

In  Westenhaver  v.  Pioneer  Telephone  and  Telegraph 
Company, \  1  Okla.  Corporation  Commission  Eeports  158 
(decided  May  12,  1908),  the  Oklahoma  Commission  re- 
duced the  rates  of  the  respondent  corporation.  The  re- 
port contained  no  discussion  of  going  value,  but  from 
statements  contained  in  the  Supreme  Court  opinion  upon 
that  case  it  appears  that  no  allowance  for  *^  going  value  " 
was  made.  Under  the  peculiar  provisions  of  the  Okla- 
homa constitution  appeals  may  be  taken  to  the  Supreme 
Court,  and  if  error  is  found,  the  court  itself  may  determine 
and  make  the  order  which  it  finds  the  Commission  ought 
to  have  made.  Such  an  appeal  was  taken  in  the  case  just 
mentioned,  and  it  is  reported  as  Pioneer  Telephone  and 
Telegraph  Company  \.  Westenhaver ^X  29  Okla.  429  (decided 
January  10,  1911).  The  court  quotes  wdth  approval  from 
the  report  of  the  Wisconsin  Commission  in  Hill  v.  Antigo 
Water  Company,^  and  says : 

"During  the  time  of  development,  there  is  a  loss  of  money  actually 
expended  and  of  dividends  upon  the  property  invested.  How  shall  this 
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be  taken  care  of?  *  *  *  The  public  cannot  expect  as  a  business 
proposition,  or  demand  as  a  legal  right,  that  this  loss  shall  be  borne  by 
him  who  furnishes  the  service;  for  investors  in  public  service  property 
make  such  investments  for  the  return  they  will  yield;  and,  if  the  law 
required  that  a  portion  of  the  investments  shall  never  yield  any  return, 
but  shall  be  a  total  loss  to  the  investor,  capital  would  unwillingly  be 
placed  into  such  class  of  investments;  but  the  law,  in  our  opinion,  does  not 
so  require.  Private  property  can  no  more  be  taken  in  this  method  for 
public  use  without  compensation  than  by  any  other  method.  When  the 
use  of  the  property  and  the  expenditures  made  during  the  non-expense 
paying  and  non-dividend  paying  period  of  the  plant  are  treated  as  an 
element  of  the  value  of  the  property  upon  which  fair  returns  shall  be 
allowed,  then  the  burden  is  distributed  among  those  who  receive  the  bene- 
fits of  the  expenditures,  and  the  use  of  the  property  in  its  enhanced 
value."  ^ 

In  Bolen  v.  Pioneer  Telephone  and  Telegraph  Company* 
(decided  December  4,  1913),  before  the  Oklahoma  Commis- 
sion, no  allowance  for  going  value  was  included,  there 
being,  the  Commission  held,  no  evidence  upon  which  such 
allowance  could  be  made.     It  said: 

"  If  there  is  any  such  an  element  of  value  in  the  plant  in  question,  it 
would  appear  that  the  burden  would  rest  on  the  defendant  corporation 
to  show  the  amount  thereof,  if  the  same  is  to  be  accepted  as  a  legitimate 
fact  in  the  valuation  of  investments  upon  which  the  defendant  corpora- 
tion is  entitled  to  earn." 

In  Spring  Valley  Water  Company  v.  San  Francisco,  165 
Fed.  667  (decided  October  7,  1908),  the  court  discussed 
the  value  of  complainant's  property  in  part  as  follows: 

"  The  owner  of  private  property  sets  the  price  at  which  others  may 
buy  or  use  it;  he  cannot  be  compelled  to  accept  less;  this  is  his  right  of 
contract;  but  when  he  devotes  his  property  to  public  use,  he  must  submit 
to  the  right  of  the  public  to  regulate  his  compensation  for  such  use  down 
to  what  is  just  both  to  himself  and  to  the  public,  and  that  compensation 
is  to  be  based,  not  on  the  cost  of  the  next  available  substitute,  but  on  a 
fair,  reasonable  value  of  the  property  at  the  time  it  is  used  for  pubHc 
convenience.  While  the  cost  of  a  substitute  system  may  be  considered 
in  finding  the  reasonable  value  of  the  Spring  Valley  plant,  it  cannot  be 
a    controlling   element.     *     *     Serious    and    perplexing    questions    arise 
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when  it  is  attempted  to  aseei*tain  the  value  of  the  franchise  and  ^oing 
business.  Here  very  little  has  been  settled  by  the  courts,  except  that  each 
case  must  depend  on  its  own  special  circumstances.  *  *  The  water 
company's  system,  in  so  far  as  it  is  now  in  service,  and  possibly  in  so  far 
as  it  will  be  presently  semceable,  is  to  be  treated  as  a  unit.  It  probably 
has  a  value  as  a  whole  which  exceeds  the  sum  of  the  values  of  its  sev- 
eral physical  elements  and  characteristics.  That  value  is  affected  by  the 
franchise,  by  the  fact  that  the  concern  is  a  going  business.  The  plant 
operated  under  a  franchise,  a  legal  right  to  collect  water  rates,  is  more 
valuable  than  without  such  a  right ;  and  a  plant  with  an  established  busi- 
ness, with  customers  who  have  connected  their  houses  with  the  company's 
distributing  pipes,  is  more  valuable  than  it  would  be  without  such  con- 
nections and  without  such  customers.  These  facts,  as  well  as  all  other 
discoverable  elements  of  value,  should  be  weighed,  but  it  must  be  remem- 
bered that  while  the  rate  fycing  agency  is  in  duty  bound  to  establish  rates 
which  will  afford  a  reasonable  compensation  for  the  use  of  this  plant  at 
a  fair  valuation  as  affected  by  the  fact  that  it  is  a  going  business  and 
operated  under  its  franchise,  there  is  no  duty  to  go  beyond  this  and 
confer  an  additional  value  for  these  intangible  elements,  which  is  neither 
discoverable  nor  apparent." 

The  same  court  in  a  later  case  between  the  same  parties, 
Spring  Valley  Water  Works  Company  v.  San  Francisco, 
192  Fed.  137,  said: 

"  It  is  impossible  to  consider  the  constant  use  of  the  word  *  fair '  or 
the  word  '  reasonable '  in  connection  with  value,  by  all  the  federal  courts 
and  the  courts  of  this  State  in  practically  every  recent  statement  of  this 
rule,  without  feeling  that  regard  must  be  given  to  the  service  performed 
by  the  property;  that  reasonable  value  and  fair  value  are  not  always  and 
under  all  conditions  the  precise  equivalent  of  full  actual  value,  or  the 
value  which  would  be  awarded  in  condemnation  proceedings;  that  the 
value  upon  which  a  fair  return  is  due  is  the  value  which  under  all  the 
circumstances  is  reasonable  and  fair  as  between  the  public  and  the  person 
who  has  voluntarily  devoted  his  i)roperty,  or  some  portion  or  use  thereof, 
to  public  convenience,  ♦  ♦  •  The  fact  that  complainant's  plant  is  in 
actual  operation,  in  other  words,  that  it  is  a  going  business,  is  an  element 
of  value." 

And  then  after  reviewing  the  testimony  of  the  experts 
upon  this  point: 

"Probably  nothing  further  is  needed  to  demonstrate,  for  this  case  at 
least,  the  utter  futility  of  attempting  to  establish  a  separate  and  dis- 
tinct valuation  for  going  business.     The  burden  was  on  complainant,  if 
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it  wished  such  an  independent  valuation,  to  produce  the  evidence  on 
which  it  could  be  based;  but  no  such  evidence  lias  been  called  to  my  at- 
tention. *  *  I  shall  consider  the  fact  that  complainant  has  an  estab- 
lished business,  not  by  fixing  a  definite  value  therefor,  but  along  the 
lines  suggested  by  the  sound  and  practical  utterances  of  Judge  Savage 
in  Brunswick  Water  District  v.  Elaine  Water  Company,  99  Me.  371. 
•  •  The  good  will  of  complainant  will  not  be  considered  as  a  proper 
element  for  valuation  in  this  proceeding.'' 

Ill  Contra  Costa  Water  Company  v.  Oakland,  159  Cal. 
323  (decided  January  19,  1911),  the  court  held  that  upon 
the  evidence  in  that  case  no  **  going  value  "  could  be  al- 
lowed, and  added: 

**  In  what  we  have  said  we  do  not  desire  to  be  understood  as  deciding 
that  in  the  matter  of  fixing  water  rates  anything  at  all  should  be  added 
to  the  value  on  account  of  the  element  of  *  going  concern.' " 

In  C.  H.  Vernier  and  Company  v.  Urbana  Water  Works, 
174  Fed.  328,  352  (decided  November  6,  1909),  the  court 
allowed  an  item  for  going  value  without  discussion,  and 
upon  the  citation  of  no  authority  except  the  National 
Waterworks  Company  case. 

In  Cedar  Rapids  Water  Company  v.  City  of  Cedar  Rap- 
ids, 110  Iowa  234  (decided  October  27,  1902),  'Agoing 
value,"  meaning  **  that  value  which  ari&es  from  having 
an  established  '  going  '  business,"  was  distinctly  disallowed. 

In  Lincoln  Gas  and  Electric  Light  Compo/ny  v.  Lincoln, 
182  Fed.  926  (decided  April  6,  1909),  no  allowance  for  go- 
ing value  was  included,  but  the  value  was  taken  as  the  cost 
of  reproduction,  less  depreciation,  with  an  allowance  for 
working  capital  added.  This  case  was  taken  to  the  United 
States  Supreme  Court.  See  Lincoln  Gas  and  Electric 
Light  Company  v.  Lincoln,  223  U.  S.  329  (decided  Febru- 
ary 19,  1912).  From  the  opinion  there  it  appears  that 
$100,000  was  claimed  for  *'  promotion  of  business,  or  going 
value  and  franchise."  The  case  was  remanded  for  find- 
ings of  fact  by  a  master,  but  while  directions  as  to  par- 
ticular matters  to  be  found  are  contained  in  the  opinion, 
there  is  no  discussion  of  the  going  value  claim,  nor  any 
direction  that  any  finding  be  made  with  reference  thereto. 

In  Cedar  Rapids  Gas  Light  Company  v.  Cedar  Rapids, 
144  Iowa  426  (decided  Mav  4,  1909),  the  court  saidj  ^^.^ 
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'^  The  value  of  the  plant  is  to  be  estimated  in  its  entirety  rather  than 
by  the  addition  of  estimates  on  its  component  parts,  though  the  latter 
coarse  will  materially  aid  in  determining  the  value.  *  *  The  fact  that 
the  plant  is  in  successful  operation  constitutes  an  element  of  value.  As 
said,  the  value  of  the  system  as  completed,  earning  a  present  income,  is 
the  criterion.  *  *  Save  as  above  indicated,  the  element  of  value  desig- 
nated a  *  going  concern '  is  but  another  name  for  *  good  will,'  which  is 
not  to  be  taken  into  account  in  a  ease  like  this,  where  the  company  is 
granted  a  monopoly." 

Upon  writ  of  error  to  the  United  States  Supreme  Court 
in  this  case,  the  Iowa  court  was  sustained.  Cedar  Rapids 
Gas  Light  Company  v.  Cedar  Rapids,  223  U.  S.  655  (de- 
cided March  11,  1912).  This  case  was  followed  also  in 
Des  Moines  Gas  Company  v.  Des  Moines,  199  Fed.  204 
(decided  August  21,  1912).  Also  Cumberland  Telephone 
and  Telegraph  Company  v.  Lomsville,  187  Fed.  637  (de- 
cided April  25,  1911). 

In  Consolidated  Gas  Company  v.  New  York,  157  Fed. 
849  (decided  December  20,  1907),  the  master,  citing  the 
National  City  Waterworks  case,  had  said: 

"  It  (ffood  will)  is  not  necessarily  the  ordinary  commercial  good  will. 

•  *  The  modern  decisions  have  recognized  its  proper  scope  as  in- 
cluding that  species  of  intangible  value  which  comes  from  the  building 
up  of  a  complete  organization  in  the  successful  operation  of  a  going  con- 
cern. •  *  As  I  do  not  feel  it  practicable  to  differentiate  in  figures 
the  value  of  *  *  franchises  and  good  will,  I  have  concluded  to 
consider  all  of  the  intangible  assets  together  *  *  at  the  sura  of 
$20,000,000." 

The  court  said : 

"  I  cannot   perceive  how   this   complainant   can   possess   a  good  will. 

♦  ♦  There  is  nothing  in  the  nature  of  its  business  enabling  it  to 
acquire  good  will  in  the  property  sense  or  indeed  in  any  other.  It  is 
required  by  law  to  furnish  gas  *  *  and  it  owns  the  mains,  service 
pipes,  and  materials.  ♦  *  What  induces  a  customer  to  remain  with 
this  company,  its  successor  or  vendee?  Nothing  that  I  can  imagine, 
except  a  desire  to  avoid  the  nuisance  of  street  digging  in  front  of  his 
house.  *  *  Yet  even  this  nuisance  is  in  all  human  probability  impos- 
sible of  occurrence  because  of  the  beneficially  monopolistic  character 
of  defendant's  present  occupancy  of  the  streets  of  the  city.      •      •      I 


Digitized  by  LjOOQ IC 


HoBABT  PiLLSBUBY  et  ol.  V.  People's  Gas  Light  Co.    657 
L.  32] 

think  it  apparent  that  the  conceivable  good  will  of  a  gas  company  in 
this  city  about  equal  to  that  of  the  street  cleaning  department  of  the 
municipal  government." 

The  item  of  $20,000,000  allowed  by  the  master  for  ''  fran- 
chises and  good  will ''  was  reduced  to  $12,000,000,  allowed 
as  the  value  of  the  franchises,  the  court  holding  itself 
bound  to  allow  a  value  for  those. 

This  case  came  to  the  United  States  Supreme  Court, 
where  it  was  reported  as  Willcox  v.  Consolidated  Gas  Com- 
pany,  212  U.  S.  19  (decided  January  4,  1909).  That  court 
held  the  allowance  for  **  good  will ''  properly  denied,  and 
also  decreased  the  allowance  for  franchises  to  $7,781,000, 
being  a  value  fixed  by  a  legislative  committee  in  1884,  when 
several  companies  were  consolidated  under  a  legislative 
act.  It  is  clear  that  any  allowance  which  the  master  made 
for  going  value  was  wholly  excluded. 

In  Knoxville  v.  Knoxville  Water  Company,  212  U.  S.  1, 
decided  the  same  day  as  the  Consolidated  Gas  Company 
case,  the  United  States  Supreme  Court  expressly  withheld 
its  approval  of  the  allowance  of  an  item  for  * '  going 
value,"  saying:  **  We  express  no  opinion  as  to  the  pro- 
priety (of  this  item)  in  the  valuation  *  *  but  leave  that 
question  to  be  considered  when  it  necessarily  arises." 

In  Municipal  League  of  Phoenix  v.  Pacific  Gas  and  Elec- 
tric Company*  (decided  June  23, 1913),  before  the  Arizona 
Commission,  a  going  value  item  of  $159,000,  based  upon  al- 
leged early  losses,  was  claimed  by  the  respondent  The 
Commission  held  that  no  going  value  should  be  included. 
Going  value  was  also  disallowed  by  the  same  Commission 
in  Huffman  v.  Tucson  Gas  and  Electric  Light  and  Power 
Companyf  (decided  July  9, 1913). 

The  United  States  District  Court  in  the  Pacific  Gas  and 
Electric  Company  case  granted  a  temporary  injunction 
against  the  enforcement  of  the  rates  fixed  by  the  Commis- 


*  Printed  in  Commission  Leaflet  No.  21,  at  page  699. —  Ed. 
t  Printed  in  Commission  Leaflet  No.  21,  at  page  725. —  Ed. 
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sion,  saying  that  established  business  should  be  considered 
in  determining  value. 

The  Georgia  Railroad  Commission  in  a  very  well  con- 
sidered opinion  in  a  rate  case  (Application  Macon  Railway 
and  Light  Company*  decided  February  24,  1914,  and 
reported  in  the  March  issue  of  Public  Service  Regulation) 
discussed  going  value  as  follows: 

"As  we  understand  the  term  it  means  a  value  due  to  the  fact  that  a 
plant  has  consumers  actually  using  its  product;  that  it  is  in  actual  and 
successful  operation^  and  has  attached  to  it  a  developed  business. 

"As  we  understand  the  claim  in  this  case  is,  that  to  actual  physical 
values  there  should  be  added  a  sum  representing  the  value  of  this  business 
and  the  expense  incurred  in  attaching  it.  In  a  rate  consideration  we  dis- 
tinguish between  the  value  of  the  attached  business,  as  a  property  addi- 
tion, and  the  actual  cash  outlay  made  in  attaching  the  business.  The 
Commission  will  not  allow  as  added  property  upon  which  returns  should 
be  perpetually  paid  by  the  public,  the  value  of  the  established  business. 

"  We  do  not  mean  to  say  that  we  have  in  reaching  conclusions  as  to 
values  hereinafter  stated,  treated  certain  physical  properties  as  individual, 
disconnected  units.  We  have  considered  them  as  integral  and  essential 
parts  of  a  completed,  perfected  plant,  capable  of  and  ready  to  serve.  In 
these  values  we  have  included  overhead  charges,  such  as  organization, 
engineering,  contractors'  profits,  reasonable  promotion  expenses,  legal 
expenses,  interest  during  construction,  insurance,  etc. 

"  In  so  far  as  '  going  value '  includes  such  elements  as  actual  expense 
of  attaching  business  we  believe  that  it  should  be  recognized  in  the 
earlier  or  beginning  rates  of  a  public  service  corporation  and  for  a  suffi- 
cient period  to  reimburse  the  company  for  such  reasonable  expenditures. 
This  is  done  when  such  expenses  are  carried  as  they  should  be  and  are 
in  operating  expenses.  But  to  allow  them  in  *  operating  expenses,'  and 
at  the  same  time  add  fixed  values  to  physical  property  values  and  tax 
the  public  perpetually  to  afford  a  return  thereon,  is  contrary  to  our 
convictions  of  right." 

An  allowance  for  going  value  was  made  without  discus- 
sion in  Complaint  of  Parsons  Railway  and  Light  Company, 
1  Kan.  Public  Utilities  Com.  Rep.  97  (decided  November  8, 
1912),  and  in  Valuation  of  The  Pacific  Telephone  and  Tele- 


♦  Printed  in  Commission  Leaflet  No.  29,  at  page  1072. —  Ed. 
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graph  Cojnpany*  Washington  Public  Service  Commission 
(decided  November  1, 1913). 

It  was  disallowed  in  the  following  cases : 

Ely  V.  Eli/  Light  and  Power  Company,f  Nevada  Public 
Service  Commission  (decided  June  7,  1913). 

Applwation  Neic  Midland  Power  and  Traction  Com- 
pany^X  Ohio  Public  Utilities  Commission  (decided  Febru- 
ary 2,  1914). 

Application  Lincoln  Telephone  and  Telegraph  Com- 
pany,^ Nebraska  Railway  Commission  (decided  October  18, 
1913). 

Application  Union  City  v.  Union  Light  and  Power  Com- 
pany, Indiana  Public  Service  Commission  (decided  Febru- 
ary 7, 1914). 

In  re  Addison  and  Panton  Telephone  and  Telegraph 
Company  et  al.,i|  Vermont  Public  Service  Commission  (de- 
cided March  14,  1914). 

Haverhill  Gas  oase,^  Massachusetts  Gas  and  Electric 
Light  Commission  Report,  1912,  Page  50  (decided  Decem- 
ber 31,  1912). 

In  the  Public  Service  Gas  Company  case,°  commonly 
called  the  Passaic  case,  1  N.  J.  Public  Utility  Commis- 
sioners Rep.  433,  468  (decided  December  26, 1912),  the  New 
Jersey  Commission  allowed  30  per  cent,  of  the  structural 
value  new  of  'the  plant  and  distribution  system  as  'Agoing 
value."  This  amount  the  Commission  held  should  be  in- 
cluded in  the  base  value  upon  which  the  utility  should  be 
allowed  to  earn  a  return,  even  though  the  cost  involved  in 
developing  the  business  was  in  fact  met  out  of  rates  ex- 
acted from  consumers. 


*  Commission  Leaflet  No.  25,  page  892. —  Ed. 
t  Commission  Leaflet  No.  24,  page  578. —  Ed. 
t  Commission  Leaflet  No.  27,  page  361. —  Ed. 
S  Commission  Leaflet  No.  24,  page  421. —  Ed. 
II  Commission  Leaflet  No.  29,  page  954. —  Ed. 
H  Commission  Leaflet  No.  15,  page  324. —  Ed. 
°  Commission  T^eaflet  No.  15,  page  354. —  Ed. 
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This  case  was  taken  to  the  New  Jersey  Supreme  Court, 
where  it  was  reported  as  Public  Service  Gas  Company  v. 
Board  of  Utility  Commissioners.  See  opinion  printed  in 
1  N.  J.  Public  Utility  Commissioners  Rep.  504.  Upon  this 
point  the  court  said : 

"  The  controversy  turns  mainly  on  the  allowance  for  going  value  and 
the  refusal  to  allow  anything  for  the  value  of  the  franchise.  For  going 
value  or  cost  of  developing  the  business,  $1,025,000  was  allowed.  The 
cities  claim  that  no  allowance  at  all  should  be  made  and  their  writ  was 
prosecuted  to  secure  the  correction  of  this  alleged  error.  For  reasons 
already  stated  we  cannot  in  these  proceedings  lower  the  rate  fixed  by  the 
Commissioners,  and  it  would  be  useless  therefore  to  reject  this  item  of 
the  valuation  as  counsel  for  the  cities  ask.  The  company  insists  that 
there  should  be  allowed  about  twice  as  much,  including  preliminary  ex- 
penses and  cost  of  development.  It  is  necessary,  therefore,  to  determine 
first  whether  any  allowance  at  all  for  going  value  is  proper.  We  think 
both  on  weight  of  authority  and  on  reason  there  should  be  such  an  allow- 
ance. National  Waterworks  Compwny  v.  Kansas  City,  62  Fed.  Rep.  853. 
Kennebec  Water  District  v.  WatervUle,  97  Maine  185;  54  Atl.  6. 
Gloucester  Water  Supply  Company  v.  Gloucester ^  179  Mass.  365,  60  N.  E. 
977.  Town  of  Bristol  v.  Bristol  and  Warren  Waterworks,  23  E.  I.  274; 
49  Atl.  974.  Norwich  Gas  and  Electric  Company  v.  City  of  Norwich,  76 
Conn.  565;  57  Atl.  746.  Omaha  v.  Omaha  Waterworks  Company,  218 
U.  S.  180.  The  cost  of  a  gas  plant  includes  not  merely  the  loss  of  in- 
terest while  the  plant  is  in  course  of  construction  and  is  building  up  a 
paying  business,  but  even  in  the  case  of  an  old  established  plant,  for  the 
manufacture  and  distribution  of  a  commodity  to  the  use  of  which  the 
public  has  become  so  accustomed  that  it  seems  a  necessity,  there  must 
be  loss  while  pipe  lines  are  extended  to  aw^ait  the  coming  of  consumers 
as  the  city  extends.  There  is  the  cost  of  securing  and  retaining  custom- 
ers, of  encouraging  the  greater  use  of  gas  for  fuel  and  for  light  by  the 
introduction  of  new  and  improved  appliances,  the  necessary  loss  attend- 
ing experiments  that  promise  improvement,  the  obsolescence  of  plant 
apart  from  that  ordinary  calculable  depreciation  which  may  be  charged 
to  current  expenses  instead  of  being  capitalized,  the  expense  that  must 
attend  and  the  additional  value  that  arises  from  the  uniting  of  separate 
concerns  and  the  organization  of  a  great  industry  with  a  view  to 
economical  production,  and  the  cost  of  procuring  capital  for  the  original 
work  or  subsequent  extensions.  What  items  should  be  charged  to  con- 
struction; what  to  business  development;  how  much  to  current  expenses, 
and  how  much  to  permanent  investment  of  capital,  are  all  most  important 
practical  business  questions.  However  these  questions  may  be  solved,  all 
these  expenses  must  be  met.  Whether  they  shall  be  met  at  the  expense  of 
present  consumers,  by  being  charged  at  once  to  current  expenses,  thus 
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reducing  the  net  returns  and  making  necessary  a  higher  rate,  or  whether 
they  shall  be  capitalized  in  whole  or  in  part  and  constitute  a  permanent 
addition  to  capital,  or  be  capitalized  and  gradually  amortized,  a^e  busi- 
ness questions.  The  legal  question  is  whether  these  items  constitute  a 
goiog  value  upon  which  the  company  is  entitled  to  a  return  if  the  indi- 
vidual rate  is  to  be  just  and  reasonable.    To  this  we  answer  yes.'' 

From  the  foregoing  cases,  tlie  Norwich  Gas  and  Electric 
Company  case  and  the  Newbtiryport,  Gloucester,  Galena, 
Urbana  and  Omaha  Water  Company  cases  seem  to  fall  into 
a  class  by  themselves.  In  each  of  them  a  separate  item 
was  allowed  or  approved  for  the  *  Agoing  concern"  ele- 
ment, the.conrt  using  language  which  would  seem  to  indi- 
cate that  it  was  allowed  on  account  of  the  greater  earning 
capacity  of  the  property  arising  from  the  attached  busi- 
ness, and  the  enhanced  commercial  value  resulting  there- 
from. But  all  these  cases  are  based  upon  the  authority  of 
the  National  Waterworks  case.  A  little  later  we  will  again 
refer  to  that  case,  and  endeavor  to  determine  whether,  prop- 
erly applied,  it  goes  the  length  of  supporting  these  cases. 
In  passing,  however,  we  may  note  that  all  of  the  oases  are 
condemnation  cases,  not  rate  cases;  that  the  Norwich  Gas 
and  Electric  Company  case  and  the  Galena  Water  Company 
case  arose  under  statutes  which  required  consideration  of 
the  earning  capacity  or  of  the  franchise;  and  that  in  the 
Omaha  Water  Compa/ny  case  the  court  distinguished  be- 
tween a  condemnation  case  and  a  rate  case,  implying  that 
*'  going  value  "  was  not  to  be  considered  in  fixing  value  for 
rate  purposes. 

Except  the  Passaic  case,  which  we  will  specifically  refer 
to  later,  all  of  the  other  cases,  where  allowance  has  been 
made  on  account  of  the  so-called  **  going  concern  "  element, 
appear  to  be  consistent.  Considerable  variety  of  language 
is  used,  but  a  close  examination  of  each  case  will  disclose 
that  in  discussing  intangible  characteristics  of  the  property 
appraised  (when  any  discussion  is  made),  the  court,  or 
other  tribunal,  has  had  in  mind  the  necessity  of  making 
allowance  in  addition  to  the  value  of  the  bare  physical  prop- 
erties in  order  to  preserve  to  the  utility  owners  the  benefit 
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of  sacrifices  made  by  them,  either  in  actual  advancements, 
or  in  dividends  foregone,  during  the  development  period  of 
the  property. 

It  has  been  notedthat  in  the  National  Watenvorks  case  the 
appraisal  of  the  physical  properties,  made  during  tlie  panic 
period  of  1893,  was  much  less  than  the  original  cost.  The 
court  then  discussed  the  well  established  business  of  the 
company,  referred  to  the  earning  capacity  shown,  the 
bonded  indebtedness,  and  other  evidence,  and  said  that 
**  taking  into  consideration  the  entire  history  of  the  trans- 
actions between  tlie  company  and  the  city,  from  its  com- 
mencement to  the  present  time  "  it  had  sought  to  place  *'  a 
fair  and  equitable  value  "  upon  the  property  as  it  stood, 
actually  suppljing  water  to  its  customers  and  receiving  pay 
therefor.  Rightly  considered,  therefore,  it  would  seem  that 
this  case  is  authority  not  for  the  appraisal  of  attached  busi- 
ness as  a  separate  item,  but  rather  to  the  effect  that  neither 
reproduction  cost  nor  earnings  capitalized  can  be  taken  as 
the  absolute  measure  of  fair  value,  but  that  the  amount 
which  has  been  spent  upon  the  property,  its  bonded  indebt- 
edness, the  earning  capacity,  which  it  has  acquired  by  rea- 
son of  business  attached,  and  the  entire  history  of  the  prop- 
erty, ought  to  be  considered,  and  a  value  fixed  which, 
under  all  the  circumstances,  is  just. 

We  have  also  seen  that  in  (leciding  Awes  v.  Union  Pacific, 
only  four  months  after  writing  the  opinion  in  the  National 
Waterworks  case.  Justice  Brewer  said  nothing  about  valu- 
ing established  business,  and  adding  that  to  the  value  of 
physical  properties.  But  he  did  say  that  original  cost, 
while  not  a  conclusive  measure  of  value,  could  not  be 
ignored;  that  reproduction  cost  could  not  be  taken  as  the 
absolute  measure  of  present  value,  because  it  was  *'  not  al- 
ways reasonble  to  cast  the  entire  burden  of  the  deprecia- 
tion on  those  who  have  invested  their  money  in  railroads.'' 

And  when  the  Ames  case  came  to  the  Supreme  Court,  it 
is  obvious  that  the  court  simply  consolidated  and  stated  in 
somewhat  broader  form  the  classes  of  evidence  which  had 
been  considered  bv  Justict^  Brewer  in  the  two  cases  which 
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we  have  just  discussed.  The  rule  which  we  have  quoted 
from  Smyth  v.  A^nes  was  the  result,  in  which  it  was  said 
that  the  evidence  to  be  considered  was,  (1)  original  cost 
(including  whatever  amount  spent  in  permanent  improve- 
ments) ;  (2)  amount  and  market  value  of  bonds  and  stocks 
(in  the  National  Watenvorks  case  Justice  Brewer  had  con- 
sidered bonds,  and  in  the  Ames  case  bonds  and  stock) ;  (3) 
present  cost  of  construction;  (4)  earning  capacity  under 
prescribed  rates  (in  the  National  Waterworks  case  Justice 
Brewer  had  given  weight  to  the  capacity  to  earn  arising 
from  established  connections);  (5)  operating  expenses; 
and  (6)  perhaps  other  matters.  And  it  was  stated  that 
each  class  of  evidence  was  to  receive  such  weight  as  should 
be  just  and  right  in  each  case.  Now%  Avhile  the  rule  as  laid 
down  in  Smyth  v.  Ames  requires  the  consideration  of  the 
earning  capacity  which  any  such  utility  plant  has  by  reason 
of  its  established  business,  it  leaves  the  weight  to  be  given 
thereto  to  be  determined  by  considerations  of  justice,  under 
all  the  circumstances  of  the  particular  case.  Accordingly, 
the  rule  has  been  very  discriminatingly  applied  w^hen  it  has 
been  made  the  basis  for  allowing  a  proper  addition  to  phys- 
ical values  to  offset  reasonable  losses  to  stockholders  dur- 
ing the  development  period.  But  it  would  be  following 
only  half  the  rule,  and  w^ould  work  injustice  quite  as  often 
as  it  would  promote  justice,  to  give  to  attached  business  a 
fixed  and  certain  value  in  all  cases,  making  no  attempt  to 
vary  its  weight  according  to  the  facts  of  the  particular  case. 
Upon  full  consideration  of  the  principle  involved,  and 
upon  a  careful  study  of  all  the  cases  where  that  principle 
has  been  applied,  we  hold  that  in  every  valuation  case  con- 
sideration must  be  given  to  the  amount  of  business  being 
done  and  the  earnings  therefrom  at  reasonable  rates,  as 
w^ell  as  to  physical  properties ;  and  that  the  plant  must  be 
valued,  not  as  a  collection  of  dead  units,  but  as  a  going  con- 
cern, doing  the  business  w^hich  in  the  particular  case  it  ap- 
pears that  it  does.  But  for  the  purpose  of  determining 
what  weight  should  justly  be  given  to  the  business  being 
done,  we  hold  that  regard  may  be  had  to  the  expense  at 
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which  the  same  was  built  up,  and  to  the  source  from  whicli 
such  expense  was  paid. 

This  view,  we  think,  is  supported  by  the  authorities  cited, 
with  the  exceptions  stated.  The  Passaic  case  stands  aloni* 
in  holding  that  the  same  weight  must  be  given  to  attached 
business  w^hen  built  up  at  the  exx)ense  of  rate  payers,  as 
when  representing  sacrifices  made  by  stockholders.  And 
it  should  be  noted  that  the  court  opinion  in  that  case  se^mss 
not  to  accord  with  the  expressions  of  the  Commission,  but 
to  imply  clearly  that  if  charged  at  once  to  operating  ex- 
penses, and  paid  by  consumers,  the  cost  incident  to  build- 
ing up  business  should  not  be  treated  as  a  permanent  addi- 
tion to  capital. 

The  basis  upon  which  going  A'^alue  w^as  allowed  in  the 
Kansas  and  Washington  Commission  cases  is  not  disclosed. 
All  of  the  other  cases  either  deny  any  going  value,  or  in 
effect  hold  that  the  going  concern  element  finds  its  principal 
weight  in  such  unrequited  sacrifices  of  stockholders  as  the 
existing  business  may  fairly  be  taken  to  represent. 

In  the  Berlin  Electric  Light  Company  case  we  held  that, 
^*  If  especial  weight  is  to  be  claimed  for  the  going  concern 
element  on  account  of  alleged  failure  of  returns  in  earlier 
years  evidence  should  be  introduced  so  that  an  intelligent 
finding  upon  that  point  may  be  made. ' ' 

This  case  well  illustrates  the  importance  of  requiring  any 
such  claim  to  be  based  on  evidence  of  facts  rather  than  upon 
opinion  evidence.  The  opinion  evidence  here,  advanced 
upon  the  rei)roductive  theory,  if  accepted  and  considered 
alone,  would  support  a  claim  of  $204,000  for  early  losses 
which,  investigation  proves,  never  had  any  existence  except 
in  the  imagination  of  the  witness,  and  $36,000  more  for 
early  expenditures  of  the  same  character. 

If  the  mere  expression  of  an  opinion  by  a  witness  that  it 
cost  such  an  amoimt  to  secure  a  customer  or  such  an  amount 
to  build  up  a  business,  were  to  be  held  to  constitute  proof 
of  value  to  that  extent,  then  the  less  complete  the  financial 
records  of  utilities  the  more  valuable  are  their  properties 
in  most  cases. 
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It  would  seem  more  reasonable  that  a  utility  which  has 
sustained  losses,  and  knows  the  facts,  should  prove  such 
losses,  and  show  why  they  should  be  considered  as  enhanc- 
ing value,  than  that  losses  should  be  assumed  in  all  cases 
unless  actually  disproved  by  the  representatives  of  the  pub- 
lic, who  do  not  have  knowledge  of  the  facts,  and  who  will 
often  be  unable  to  obtain  proof  thereof. 

In  this  connection,  as  bearing  upon  the  importance  of  the 
adoption  of  a  proper  practice  with  reference  to  *^  going 
value  "  evidence,  we  quote  fpoin  a  recent  address  by  Pro- 
fessor John  H.  Gray,  president  of  the  American  Economic 
Association,  delivered  before  the  association. 

"The  moment  courts  and  commissions  lend  an  ear  to  testimony  on 
the  cost  of  reproduction,  they  are  not  only  trying  to  decide  an  important 
question  on  opinion  testimony,  and  have  not  only  deserted  the  realm  of 
fact  for  the  regions  of  fancy,  but  they  are  confronted  by  one  of  the  most 
appalling  dangers  of  the  unequal  distribution  of  wealth  that  can  be 
imagined.  For,  with  our  weak  governments  and  commercialized  society,' 
the  combined  wealth  does  in  fact  hire,  and  will  continue  to  hire,  until  the 
balance  of  our  civilization  is  shifted,  all  the  men  of  largest  intellect  and 
experience  as  expert  witnesses.  The  result  is  that  these  men  whose  pro- 
fessional and  financial  future  depends  on  the  favorable  opinion  of  the 
companies,  and  with  no  possibility  of  indictment  for  perjury  on  mere 
opinion  testimony,  and,  further,  with  no  practical  danger  of  suffering  in 
public  esteem  when  their  testimony  is  in  f aet  false,  place  no  limit  on  their 
fancies  or  estimates  of  value." 

That  Professor  Gray's  fears  with  reference  to  the  dan- 
gers incident  to  enlarging  the  field  within  which  we  shall  be 
dependent  on  expert  testimony  ar-e  not  entirely  fanciful, 
would  seem  to  be  indicated  by  the  following  remarks  of 
Judge  McPherson,  quoted  from  the  opinion  in  the  Des 
Moines  Gas  case. 

"  This  litigation  has  cost  both  the  gas  company  and  city  extravagantly 
large  sums,  most  of  which  cannot  be  taxed  as  costs,  nor  recovered  back 
by  the  party  successful  in  the  end.  •  •  •  Too  often  we  have  selfish, 
partisan,  prejudiced,  and  unreliable  experts  engaged  for  weeks  at  a  time, 
at  $100  or  more  and  expenses  per  day,  exaggerating  their  importance, 
and  making  the  successful  party  in  fact  a  loser." 
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It  is  quite  needless  to  say  that  these  quotations  are  not  in- 
tended as  having  the  slightest  reference  to  the  experts  who 
testified  here.  We  have  merely  desired  in  this  case,  where 
the  facts  are  known,  to  call  attention  to  a  very  real  danger 
always  involved  in  any  departure  from  the  firm  foundation 
of  proved  facts  in  making  allowance  for  early  losses, 
claimed  as  constituting  an  element  of  value.  Any  allow- 
ance for  such  claimed  losses,  when  the  same  are  not  proved 
except  by  opinion  evidence,  is  quite  as  likely  to  be  unjust  to 
the  public  as  it  is  to  be  required  by  the  actual  facts  in  jus- 
tice to  the  utility. 

We  also  adhere  to  our  opinion  expressed  in  the  Berlin 
Electric  Light  Company  case,  that  the  property  should  be 
valued  as  an  entirety.  It  is  impossible  properly  to  esti- 
mate the  value  of  the  going  concern  element  separately 
from  the  physical  property  of  which  it  is  an  inherent  part. 
As  dead  units,  the  physical  property  of  most  utilities  would 
be  of  little  value ;  and  that  is  true  in  this  case. 

LAND. 

In  Mr.  McClellan's  inventory  land  is  carried  at  $162,500. 
He  testified  that  he  knew  nothing  about  the  value ;  that  the 
amount  included  was  handed  to  him  as  the  result  of  a  local 
appraisal.  To  the  amount  of  such  appraisal  he  added,  as 
we  have  seen,  $4,063  as  '*  contingent  fee  on  land,"  and 
$9,750  as  interest  during  construction.  His  reason  for 
making  these  additions  he  stated  as  follows : 

"  When  a  man  appraises  land,  he  says  that  piece  of  land  is  worth  so 
much,  and  he  means  that  the  buyer  will  give  that  much  for  it;  and  in 
addition  to  that  there  are  usually  contingent  fees  which  must  be  added  in 
the  acquiring  of  it,  the  filing  of  certain  papers,  agent's  commission,  and 
other  expenses;  and  then  the  interest  during  construction  is  due  to  the 
fact  that  the  land  must  be  bought  before  the  period  of  construction." 

The  respondent  produced  three  witnesses,  residents  of 
Manchester,  and  familiar  with  real  estate  values  there, 
who  gave  their  opinion  as  to  the  value  of  the  several  tracts 
of  land  involved,  except  as  to  the  small  strip  on  Amory 
Street,  which  is  included  in  the  tables  below  at  the  price  for 
which  it  was  purchased.     The  Amory  Street  land  was  ac- 
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quired  for  the  purpose  of  laying  a  main  througli  the  same, 
and  is  still  used.  It  will  be  allowed  for  without  further 
particular  mention. 

The  respondent's  land  value  experts  were  in  substantial 
accord  in  their  testimony.  Hon.  Charles  C.  Hayes,  mayor 
of  Manchester,  who  has  been  in  the  real  estate  business  for 
many  years,  estimated  the  A^alue  of  the  several  tracts  as 
follows : 

LAND  OF  MANCHESTER  AND  PEOPLE'S  COMPANIES. 
Hayes'  Appraisal. 

Area  in  feel  Voltte  per  foH  T*tal.alue 

Dean  Street  tract 33,000  30  to  40  cents  $9,900  to  |18,200 

Two  cottage  lots 30.748  0  to     7  cents  1,845  to  2,162 

Reservoir  tract 87,120  6  to     7  cents  5,227  to  6,098 

Natt  Road  tract 30,499  22  to  30  cents  6.710  to  9,150 

Oaa  works  tract 292,622  40  to  50  cents  117,048  to  146,311 

Amory    Street  strip  •   200  25               cents  50  to  50 

All  tracts $140,780  to  $176,961 


The  values  testified  to,  the  witnesses  said,  were  the 
amounts  which  they  believed  the  land  could  be  sold  for,  if 
free  from  buildings,  the  expense  of  sale,  commissions,  etc., 
being  paid  by  the  owner. 

While  it  would  probably  not  be  possible  to  make  a  quick 
sale  of  these  tracts  for  the  prices  named,  we  are  satisfied 
that  the  estimates  given  are  not  far  out  of  the  way,  and  that 
they  approximate  the  price  which  it  would  be  necessary  to 
pay  to  secure  the  lots  if  bought  to-day,  and  the  price  at 
which  they  could  be  sold  if  held  to  await  favorable  oppor- 
tunity for  sale,  and  dispK>sed  in  lots  to  suit  purchasers,  the 
owners  paying  the  expense  of  sale. 

In  considerable  part,  however,  this  land  is  not  now  used 
and  useful  in  the  respondent's  business.  We  will  briefly 
describe  the  several  tracts. 

Dean  Street  Tract. 
This  tract,  containing  33,000  feet,  was  bought  by  the 
Manchester  company  in  1877  for  $9,900.     It  is  used  as  the 
site  of  an  outlying  holder,  and  is  a  necessary  part  of  the 
respondent's  plant. 


*  Included  at  cost  to  company. 
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Cottage  Lots. 

These  lots,  and  the  cottages  thereon,  were  purchased  by 
the  Manchester  company  in  1869  for  $4,000.  They  passed 
to  the  People's  company  under  the  contract  in  1887,  and 
under  the  terms  of  that  contract  cannot  be  sold.  They  are 
rented  to  employees  of  the  respondent,  and  the  suggestion 
was  made  that  it  was  convenient  to  have  employees  close  at 
hand  in  case  of  emergency.  The  cottage  buildings  them- 
selves are  of  slight  value.  Respondent's  witnesses  esti- 
mated the  three  to  be  worth  from  $1,000  to  $1,050. 

Reservoir  Tract. 

This  tract  was  purchased  in  1856  by  the  Manchester  com- 
pany for  $871.20.  It  was  then,  and  continued  to  be  until 
subsequent  to  1887,  valuable  for  use  in  connection  with  the 
gas  business.  A  natural  brook  ran  into  the  reservoir,  and 
the  water  therefrom  was  taken,  under  a  head  of  about 
thirty  feet,  to  the  gas  works,  where  it  supplied  practically 
all  of  the  needs  of  the  works,  except  for  drinking  purposes. 
The  water  is  now  dried  up,  and  the  land  is  not  put  to  any 
use.  There  is  no  prospect  that  it  will  ever  be  used  in  con- 
nection with  the  gas  business. 

Nutt  Road  Tract. 

This  tract  containi^  30,499  feet,  and  is  part  of  a  lot  con- 
taining 54,376  feet  bought  by  the  respondent  in  1887  for  fif- 
teen cents  per  square  foot,  making  the  original  cost  of  the 
present  tract  apparently  $4,574.  The  respondent  began  the 
construction  of  gas  works  upon  this  lot  in  1887,  but  aban- 
doned the  same  when  the  contract  was  made  with  the  Man- 
chester company.  The  land  has  never  been  put  to  any  use, 
and  there  is  no  indication  that  it  will  be  hereafter  used  in 
connection  wdth  the  present  works.  -  In  fact  it  is  admitted 
that  the  lot  is  not  needed  if  the  two  properties  remain  to- 
gether, but  it  is  claimed  that  it  is  desirable  for  the  respond- 
ent to  hold  as  a  site  for  gas  works  in  case  the  present  works 
pass  out  of  its  hands. 
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Gas  Works  Tract. 

This  tract  is  composed  of  two  lots.  The  first  contains 
193,602  square  feet,  and  is  the  site  of  the  gas  works,  includ- 
ing all  yard  structures  except  one  oil  tank.  It  appears  to 
contain  the  greater  part  of  three  lots  purchased  by  the 
Manchester  company  as  follows :  62,800  square  feet  in  1852 
at  5  cents  per  foot;  73,922  square  feet  in  1859  at  5  42/100 
cents  per  foot;  74,900  square  feet  in  1877  at  20  cents  per 
foot.  The  second  lot  contains  101,000  square  feet  and  lies 
contiguous  to  and  immediately  south  of  the  first  mentioned 
lot.  It  was  conveyed  to  the  Manchester  company  in  1909 
in  exchange  for  a  portion  of  the  three  lots  last  mentioned 
above,  and  for  a  lot  of  land  on  Langdon  Street  purchased 
by  the  Manchester  company  in  1881  for  $10,125. 

The  land  so  exchanged  was  held  by  the  People's  company 
under  the  1887  contract,  but  by  agreement  the  exchange  was 
made,  and  this  lot  substituted  in  place  of  the  land  ex- 
changed. 

This  second  lot  is  unoccupied  except  for  an  oil  tank 
recently  erected,  which  might  equally  well  have  been  placed 
on  the  first  lot,  as  is  admitted  by  respondent's  superin- 
tendent. He  also  testified,  however,  that  the  installation 
of  a  sidetrack  across  one  end  of  the  lot  was  under  contem- 
plation to  enable  the  more  economical  unloading  of  iron 
pipe.  The  land,  however,  has  been  in  the  possession  of  the 
respondent  for  several  years,  and  w^e  think  the  sidetrack 
would  have  been  put  in  before  this  if  it  were  of  importance. 

Unused  Property. 

The  respondent  claims  that  all  of  the  land  and  the  cot- 
tages on  the  cottage  lots  should  be  included  in  the  value  of 
its  property  for  rate  purposes.  We  cannot  so  hold.  When 
property  is  not  used  in  the  public  service,  and  is  not  ex- 
pected to  be  so  used  in  the  future,  there  is  no  justification 
for  including  it  with  property  valued  for  rate  purposes. 
The  question  whether  property  acquired  in  advance  of  ac- 
tual needs,  but  expected  some  time  to  be  used,  should  be 
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included  depends  upon  the  facts  of  the  particular  case.  As 
we  understand  the  law,  the  property  actually  used  in  the 
public  service  is  all  that  a  utility  has  a  constitutional  right 
to  a  return  upon.  We  believe,  however,  that  it  would  not 
be  in  the  public  interest  always  to  hold  utilities  strictly  to 
their  constitutional  rights  upon  this  point.  It  may  be  goo<l 
business  judgment  in  some  cases  to  anticipate  future  needs, 
so  that  suitable  land,  the  need  of  which  can  be  foreseen, 
may  be  acquired  at  a  reasonable  price.  Utilities  should  not 
be  obliged  to  pay  taxes  upon  land  so  acquired,  and  to  carrj' 
the  same  without  return.  Whenever  acquired  in  the  exer- 
cise of  prudent  business  judgment,  it  should  be  included,  if 
necessary  to  secure  a  fair  return  to  the  owners  of  the  utility 
upon  their  entire  advancement.  But  it  should  be  kept 
clearly  in  mind  that  such  inclusion  rests  not  on  legal  rights 
but  on  grounds  of  public  policy.  It  is  not  necessary  that 
such  inclusion  should  be  made  when  the  unused  land  has 
increased  in  value  subsequent  to  purchase,  or  is  increasing 
siiflBciently  to  assure  a  reasonable  return  to  the  owners  on 
their  investment  represented  thereby;  nor  is  it  necessary 
when  the  increase  in  the  value  of  the  land  actually  used  has 
been  so  great  as  to  give  the  owners  a  generous  return  on 
their  investment  without  including  the  unused  property. 

The  lands  in  this  case  are  well  located  and  are  generally 
enjoying  a  substantial  increase  in  value.  The  extent  of 
such  increase  is  strikingly  indicated  by  the  following  table, 
which  shows  the  date  of  purchase,  and  the  purchase  price, 
and  the  present  value  testified  to  by  Mr.  Hayes. 

TABLE  illustrating  INCREASE  IN  LAND  VALUES. 

Purchase 
Purchasoi  Drice  Present  value 

Dean  Street  tract 1877  $9,900  $9,900  to     $13,200 

r  18.52  3,1401 

Works  tract  ♦    j  iff?  il'^fio  f  117,048  to  146.811 

11S81  10,'i25J 

Cottaire  lots  and  buildings...              18«9  4,000  2,845  to  3,202 

Nutt  Road   tract    1887  4,574  6,710  to  9,150 

Reservoir   tract    18.50  871  5,227  to  6,098 

TOTAL $51,590  $141,730  to  $177,961 

♦  In  this  item  the  purchase  price  of  land  exchanged  for  a  portion  of 
the  present  land  is  taken  as  the  purchase  price  of  such  present  land. 
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Since  tlie  above  property  was  ac(iuired  all  taxes  and  other 
expenses  connected  therewith  have  l>een  paid  as  operating 
charges  of  the  gas  company;  and  it  will  appear  later  in  this 
report  that  very  generous  returns  have  been  continuously 
paid  upon  the  entire  investment  of  the  stockholders. 

This  appears  to  be  a  case  where  the  law  as  laid  down  in 
Spring  Valley  Water  Company  v.  San  Franeisco,  165  Fed. 
667,  may  well  apply. 

*•  It  is  iu)t  jnst  to  compel  eonsumei-s  to  i)ay  for  more  than  they  receive, 
or  to  pay  complainant  an  income  on  jiroperty  which  is  not  actually  being 
used.  *  *  If  in  this  case  the  company,  in  anticipation  of  the 
tjrowth  of  the  city  and  its  future  needs,  accjuired  property  for  future  use 
at  a  cost  of  hundreds  of  thousands  of  dollai-s  which  is  now  worth  mil- 
lions, it  has  acted  wisely,  but  it  shouhl  be  satisfied  with  the  g:oodness  of 
its  bargain  and  the  enhanced  value  of  its  property,  without  asking  in 
addition  gratuities  from  its  customers  in  the  way  of  higher  rates.  When 
the  i)roperty  does  come  into  necessarj-  sen'ice.  the  company  is  entitled  to 
have  it  credited  at  its  then  fair  and  reasonable  value  for  rate  fixing  pur- 
poses.'' See  also  Long  Beach  Commissioners  v.  T intern  Matwr  Water 
Company,  70  N.  J.  Eq.  71. 

In  this  case  we  find  that  the  Reservoir  tract  and  the  Nutt 
Road  tract  are  not  now,  and  wiW  not  be  hereafter  used  in 
the  respondent's  gas  business,  and  that  they  should  be  dis- 
regarded in  fixing  value.  We  also  find  that  the  cottage  lots 
and  cottages  thereon  are  not  in  any  degree  essential  to  the 
business  of  the  respondent,  and  would  not  have  been  ac- 
quired by  the  respondent  if  they  had  not  chanced  t^  be  a 
part  of  the  property  of  the  Manchester  company  when  the 
contract  with  that  company  was  made.  They  form  no 
proper  part  of  the  gas  properties,  and  should  be,  together 
with  any  revenue  derived  therefrom,  excluded  from  consid- 
eration in  determining  the  value  and  the  revenues  of  the  re- 
s}>ondent's  gas  properties.  We  also  find  that  said  101,000 
foot  lot,  forming  a  part  of  the  gas  works  tract,  is  not  used 
in  the  present  business  of  the  respondent,  except  for  the 
small  part  which  makes  a  site  for  the  oil  tank  before  men- 
tioned; that  it  is  not  in  any  part  necessary  for  such  use  in 
the  future  within  such  reasonable  time  as  to  render  it  just 
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that  the  same  should  be  added  to  plant  value  at  this  time. 
These  findings  are  made  without  regard  to  any  increase  in 
land  values. 

Actual  Cost  or  Present  Value  of  Land. 

The  respondent  claims  that  the  allowanoe  on  account  of 
land  must  be  the  full  present  value  thereof  regardless  of 
original  cost.  Many  authorities  are  cited.  We  shall  quote 
from  but  four,  and  those  cases  from  the  United  States  Su- 
preme Court,  the  authority  of  which,  upon  this  point,  is,  of 
course,  final. 

"  What  the  company  is  entitled  to  demand,  in  order  that  it  may  have 
just  compensation,  is  a  fair  return  upon  the  reasonable  value  of  the 
property  at  the  time  it  is  being  used  for  the  public."  San  Diego  Land 
and  Town  Company  v.  City  of  National  City,  174  U.  S.  739  (decided  May 
22,  1899.) 

"  It  is  no  longer  open  to  dispute  that  under  the  constitution  '  what  the 
company  is  entitled  to  demand,  in  order  that  it  may  have  just  compensa- 
tion, is  a  fair  return  upon  the  reasonable  value  of  the  property  at  the 
time  it  is  being  used  for  the  public' "  San  Diego  Land  and  Town  Com- 
pany  v.  Jasper,  189  U.  S.  439  (decided  April  6,  1903). 

In  Willcox  V.  Consolidated  Gas  Company,  212  U.  S.  19, 
(decided  Jan.  4,  1909),  the  Circuit  Court  had  allowed  for 
land  at  its  present  value,  holding  the  original  cost  imma- 
terial.    The  Supreme  Court  said: 

"And  we  concur  with  the  court  below  in  holding  that  the  value  of  the 
property  is  to  be  determined  as  of  the  time  when  the  inquiry  is  made 
regarding  the  rates.  If  the  property,  which  legally  enters  into  the  con- 
sideration of  the  question  of  rates,  has  increased  in  value  since  it  was 
acquired,  the  company  is  entitled  to  the  benefit  of  such  increase.  This 
is,  at  any  rate,  the  general  rule.  We  do  not  say  there  may  not  possibly 
be  an  exception  to  it,  where  the  property  may  have  increased  so  enor- 
mously in  value  as  to  render  a  rate  permitting  a  reasonable  return  upon 
such  increased  value  unjust  to  the  public.  How  such  facts  should  be 
treated  is  not  a  question  now  before  us,  as  this  case  does  not  present  it. 
We  refer  to  the  matter  only  for  the  purpose  of  stating  that  the  decision 
herein  does  not  prevent  an  inquiry  into  the  question  when,  if  over,  it  should 
be  necessarily  presented.'^ 
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In  the  Minnesota  Rate  cases,  230  U.  S.  352  (decided  June 
9, 1913),  the  lower  court  had  included  an  allowance  for  land 
according  to  its  value  at  the  time  of  the  inquiry  regardless 
of  original  cost,  and  had  made  certain  additions  to  such 
value  on  account  of  the  **  adaptability  of  the  land  for  rail- 
road purposes,"  and  for  **  engineering,  contingencies,"  etc. 
Upon  this  point  the  court  said : 

''Assuming  that  the  company  is  entitled  to  a  reasonable  share  in  the 
general  prosperity  of  the  communities  which  it  senses,  and  thus  to  at- 
tribute to  its  property  an  increase  in  value,  still  the  increase  so  allowed, 
apart  from  any  improvements  it  may  make,  cannot  properly  extend  be- 
yond the  fair  average  of  the  normal  market  value  of  land  in  the  vicinity 
having  a  similar  character.  Otherwise  we  enter  the  realm  of  mere  con- 
jecture. We  therefore  hold  that  it  was  error  to  base  the  estimates  of 
value  of  the  right  of  way,  yards,  and  terminals  upon  the  so-called  '  rail- 
way value'  of  the  property.  The  company  would  certainly  have  no 
ground  of  complaint  if  it  were  allowed  a  value  for  these  lands  equal  to 
the  fair  average  market  value  of  similar  land  in  the  vicinity,  without 
additions  by  the  use  of  multipliers,  or  otherwise,  to  cover  hypothetical 
outla3rs.  The  allowances  made  below  for  a  conjectural  cost  of  acquisition 
and  consequential  damages  must  be  disapproved;  and,  in  this  view,  we 
also  think  it  was  error  to  add  to  the  amount  taken  as  the  present  value 
of  the  lands  the  further  sums,  calculated  on  that  value,  which  were  em- 
braced in  the  items  of  '  engineering,  superintendence,  legal  expenses,' 
'  contingencies,  and  interest  during  construction.'  " 

It  will  be  noted  that  the  ^^  present  value  "  rule  unhesitat- 
ingly declared  in  1899,  in  1909  is  stated  to  be  *  *  at  any  rate 
the  general  rule,''  and  that  in  1913  it  is  **  assumed  "  to  be 
the  law. 

In  view  of  the  present  state  of  the  decisions,  however,  we 
think  that  we  should  not  be  justified  in  making  allowance  for 
land  values  upon  any  other  basis  than  that  of  the  value  to- 
day, without  regard  to  original  cost,  and  we  shall  accord- 
ingly make  full  allowance  upon  that  basis  for  all  the  land 
used  in  the  respondent's  business,  including  the  site  of  the 
oil  tank  on  the  101,000  foot  lot.  We  find  such  present  value 
to  be  not  more  than  $90,000.  Other  land  not  used  is  wholly 
disregarded. 
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WORKING  CAPITAL. 

The  respondent  claims  an  allowance  for  working  capital 
equal  to  the  amount  of  stores  and  supplies  on  hand,  and 
$55,000  in  addition  thereto. 

It  is  clear  that  the  respondent's  gas  works  and  distribu- 
tion system  are  not  all  that  is  necessary  to  enable  it  to  sup- 
ply gas  serv'ice  to  the  city  of  Manchester.  It  must  have 
stores  of  coal,  oil,  and  other  materials  necessary  to  the 
manufacture  of  gas ;  it  must  have  office  supplies ;  in  order  to 
make  street  main  extensions  economically,  and  to  meet  in- 
creased demand  for  service  as  it  arises,  it  must  have  a  stock 
of  pipe  and  other  street  main  materials  and  a  stock  of 
meters ;  and  in  order  to  carry  forward  effectively  the  work 
of  educating  the  public  to  the  use  of  its  products,  it  may 
also  require  to  have  on  hand  a  stock  of  gas  stoves,  heaters 
and  other  gas  consuming  appliances  carried  for  sale  to  the 
public.  It  must  have,  as  well,  money  to  pay  its  employees 
while  the  gas  is  being  manufacture<l,  and  while  bills  are 
being  put  out  therefor,  and  payment  collected.  The  capital 
invested  for  the  purposes  mentioned  is  just  as  much  devoted 
to  the  public  use  as  any  portion  of  the  company's  plant,  and 
must  be  included  in  the  base  value  upon  which  rates  are 
fixed. 

Strictly  speaking  it  may  be  that  the  expense  of  making  ex- 
tensions should  not  be  at  any  time  provided  for  out  of  work- 
ing capital,  inasmuch  as,  when  the  plant  is  valued  for  rate 
purposes,  interest  during  construction  is  claimed,  and  if  the 
rate  payers  at  the  time  of  the  construction  pay  a  return 
upon  working  capital,  and  later  a  return  on  a  portion  of 
plant  cost  allowed  as  *^  interest  during  construction,'' 
double  pa\Tuent  will  be  made.  This  was  admitted  by  Mr. 
McClellan  in  his  testimony  upon  this  point.  But  the  valu- 
ation is  made  for  the  pur{)ose  of  giving  the  utility  a  fair 
return  upon  its  investment,  and  that  investment  should  be 
recognized  where  it  actually  is,  rather  than  where  a  valua- 
tion expert,  estimating  the  cost  of  a  hypothetical  reproduc- 
tion, may  say  that  theoretically  it  ought  to  be  placed.    If 
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the  public  utility  in  fact  provides  itself  with  a  working 
capital  sufficient  to  carry  materials  and  pay  for  labor  for 
extensions  without  borrowing,  we  think  all  the  capital  so 
provided,  and  necessary  for  those  purposes,  may  be  al- 
lowed as  a  part  of  the  value  upon  which  rates  are  based  and 
in  valuing  mains  which  are  built  as  extensions,  while  inter- 
est during  construction  may  appear  as  a  part  of  the  esti- 
mated cost  of  reproduction,  just  as  does  the  cost  of  paving 
over  mains,  regardless  of  when  such  paving  was  laid,  the 
fact  that  no  interest  during  construction  was  actually  in- 
curred, as  a  part  of  the  original  cost,  may  be  considered 
upon  the  same  principle  as  the  facts  with  reference  to  the 
payment  of  the  expense  for  paving  may  be  considereil. 

According  to  the  respondent's  books,  the  stores  and  sup- 
plies on  hand  July  1, 1913,  amounted  at  cost  to  $55,706.  Of 
this  sum  $28,065  was  represented  by  street  main  materials, 
gas  appliances  and  other  store  room  supplies,  and  $27,641 
by  coal,  oil  and  other  supplies  necessary  for  the  generation 
and  purification  of  gas.  It  also  had  on  hand  a  stock  of 
meters,  but  these  are  included  in  the  inventories  of  the 
engineers.  The  respondent's  superintendent  testified  that 
January  1  would  be  a  reasonable  time  in  the  year  to  get  a 
fair  average  for  stores  and  supplies ;  that  the  stock  of  coal 
on  hand  might  be  high,  and  the  street  main  material  lower, 
but  that  no  injustice  w^ould  be  done  the  respondent  if  the 
average  was  taken  as  of  that  date.  The  average  value  of 
stores  and  supplies  on  hand  January  1  for  the  five  years 
preceding  the  appraisal  was  $41,942. 

The  claim  for  additional  working  capital  was  based  upon 
the  testimony  of  Mr.  Curran,  the  respondent's  comptroller, 
that  on  July  1,  1913,  the  accounts  receivable  amounted  to 
$36,691,  the  cash  on  hand  to  $34,530,  making  a  total  of  $71,- 
221,  and  that  the  accounts  payable  amounted  to  $9,361,  and 
the  accrued  accounts  to  become  due  to  $8,347,  making  a 
total  of  $17,708.  The  difference  of  $53,513  the  respondent 
claimed  to  be  its  actual  working  capital  on  the  date  named. 

Mr.  McClellan  also  testified  that  the  working  capital,  in 
addition  to  the  amount  invested  in  stores  and  supplies, 
ought  to  be  $55,000  to  cover  the  following  items : 
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li  months  operating  expenses,  exclusive  of  stores  and  supplies. .    $14,400 

Bills  more  than  30  days  due  the  company 17,500 

Bank   balance    15,000 

Capital  for  extensions 8,000 

Total $54,900 


We  do  not  accept  the  difference  between  cash  and  ac- 
counts receivable,  and  accounts  payable  and  to  become  pay- 
able, as  a  correct  measure  of  the  working  capital  additional 
to  stores  and  supplies.  It  leaves  out  of  sight  the  fact  that 
included  in  the  cash  would  be  money  accumulated  for  the 
payment  of  rent  to  the  Manchester  company,  and  money  ac- 
cumulated for  pajTuent  of  the  August  dividend,  and  prob- 
ably other  moneys  not  properly  classed  as  working  capital. 
It  also  assumes  that  the  rate  payers  should  pay  interest  to 
the  utility  on  uncollected  bills.  We  do  not  see  any  reason 
why  this  should  be  done.  It  is  largely  optional  with  the  re- 
spondent whether  it  will  collect  its  bills  promptly,  or  allow 
a  large  amount  to  be  ordinarily  outstanding.  It  may  so 
draw  its  rate  schedule  as  to  encourage  prompt  payment,  if 
it  will.  Its  request  upon  that  i)oint  will  be  later  considered 
in  this  report.  It  seems  to  us  that  all  the  working  capital 
the  respondent  can  fairly  ask  is  the  amount  invested  in 
stores  and  supplies,  operating  expenses  for  a  reasonable 
period,  and  a  reasonable  amount  for  current  street  main 
extensions.  We  accept  Mr.  McClellan's  estimate  upon 
these  items  as  approximately  correct. 

The  necessity  of  allowing  $15,000  as  a  bank  deposit,  to 
induce  a  bank  to  carry  the  respondent's  deposit,  we  think  is 
fanciful.  The  respondent  collects  every  month  over 
$20,000.  This  is  used  in  part  for  operating  expenses,  and 
in  part  is  held  to  accumulate  for  distribution  in  quarterly 
rentals  and  semi-annual  dividends.  Our  knowledge  of 
banking  conditions  in  New  Hampshire  leads  us  to  believe 
that  this  account  will  not  be  unwelcome  in  any  bank,  even 
if  the  $15,000  for  an  undistributed  balance,  in  addition  to  all 
other  moneys,  is  not  kept. 

An  allowance  of  $75,000  for  stores  and  supplies  we  be- 
lieve to  be  sufficiontlv  generous.  ,    ^^^.^ 
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DEPRECIATION. 

We  have  already  seen  that  upon  their  inventory  Mr. 
Huddle's  firm  estimated  the  accrued  depreciation  of  the 
property  by  the  respondent,  exclusive  of  paving,  at  $205,- 
331,  and  including  paving,  at  $222,232;  and  we  have  also 
seen  that  Mr.  McClellan  estimated  the  same,  excluding  pav- 
ing at  $124,476,  and  including  paving  at  $133,559.  Mr. 
Huddle  testified  that  his  depreciation  was  based  upon  age 
and  inspection,  so  far  as  the  properties  were  open  to  in- 
spection, and  that  the  computation  of  depreciation  followed 
the  4  per  cent,  sinking  fund  curve. 

The  sinking  fund  curve  method  of  computing  deprecia- 
tion has  been  commonly  followed  by  the  Wisconsin  Com- 
miss-ion.  It  is  described  by  Mr.  Whitten,  in  his  very  valu- 
able work  upon  Valuation  of  Puhlic  Service  Corporations, 
at  Page  334,  as  follows : 

"  The  sinking  fund  method  assumes  that  an  amount  is  set  aside  each 
year  which  invested  at  compound  interest  will  equal  the  total  wearing 
value  at  the  end  of  the  assumed  life.  The  depreciation  at  any  time  is 
said  to  exactly  equal  the  amount  that  is  or  should  be  in  a  sinking  fund 
accumulated  in  this  way.  Under  the  sinking  fund  method  the  existing 
depreciation  found  it  always  less  than  it  would  be  under  the  straight  line 
method.  The  degree  to  which  it  varies  will  depend  largely  on  the  rate 
of  interest  at  which  the  fund  is  assumed  to  accumulate.  The  higher  the 
rate  of  interest  assumed,  the  smaller  will  be  the  existing  depreciation 
under  the  sinking  fund  method  as  compared  with  what  it  would  be  under 
the  straight  line  method.  The  difference  between  the  two  methods  is  not 
great  for  a  unit  with  a  short  life  but  for  a  unit  having  a  fifty  year  life 
the  excess  of  the  existing  depreciation  as  shown  by  the  straight  line 
method  over  that  shown  by  the  sinking  fund  method  may  be  enormous." 

The  straight  line  method  of  depreciation  is  described  in 
the  same  work,  on  Page  332,  as  follows : 

"  Under  the  straight  line  theory'  it  is  assumed  that  the  wearing  value 
decreases  uniformly  each  year  during  the  assumed  life.  If  the  assumed 
life  is  ten  years  and  six  years  of  such  life  have  elapsed,  the  existing  de- 
preciation amounts  to  six-tenths  of  the  total  wearing  value.  This  method 
is  the  one  most  largely  used  in  appraisals  for  all  purposes." 
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For  the  purpose  of  having  before  us  evidence  as  to  the 
extent  of  the  depreciation  of  these  properties  computed 
upon  the  straight  line  basis,  we  requested  the  engineers  for 
the  Commission  to  compute  the  depreciation  uj>on  that 
basis,  and  they  did  so,  and  the  computation  was  introduced 
in  evidence.     The  result  was  as  follows : 

REPRODUCTION  COST  OF  MANCHESTER  COMPANY  AND 
PEOPLE'S  COMPANY  PROPERTIES  COMBINED,  AND  SUCH 
COST  LESS  DEPRECIATION  COMPUTED  ON  STRAIGHT 
LINE  BASIS. 

Cost  of  Less 

reproduction     depreciation 

Buildings $110,673  $75,609 

Apparatus 114,170  69,095 

Holders  and  housings   223,855  135,243 

Oil  tanks 5,370  3,420 

Yard  structures,  etc 52,837  33,626 

Distribution  system 415,226  236,899 

TOTAL $922,131  $553,892 

Overhead,  15  per  cent 138,320  83,084 


TOTAL $1,060,451  $636,976 

Paving' 88,621  67,980 

Total $1,149,072  $704,956 


It  wdll  thus  be  seen  that  there  is  a  difference  in  the 
amount  of  the  depreciation  of  $221,884,  accordingly  as  it  is 
computed  upon  the  straight  line  or  the  4  per  cent,  sinking 
fund  curve  basis. 

In  discussing  the  two  methods  of  computation  Mr.  Mc- 
Clellan  said: 

"  If  (the  unit  to  be  valued)  was  half  gone  I  would  have  to  give  50  i  er 
cent,  depreciation  (on  the  straight  Hue  basis),  and  if  I  used  4  per  cent,  as 
the  curve  it  might  be  something  else,  and  I  do  not  see  why  I  should  use 
one  rather  than  the  other  •  *  *.  One  is  very  favorable.  One  swings 
down  the  early  years,  and  gives  you  very  little  depreciation.  The  4  per 
cent,  gives  you  very  little..  It  is  a  curve  that  swings  down.  The  straight 
line  goes  right  down.'' 
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Counsel  for  the  respondent  have  argued  in  their  brief 
that  depreciation  should  be  always  disregarded  in  fixing 
value  for  rate  purposes,  so  long  as  the  depreciation  does 
not  interfere  with  the  efficiency  of  the  property.     They  say : 

"  It  is  obvious  that,  if  rates  are  to  be  fixed  which  will  not  furnish  a 
return  upon  the  full  value  of  the  property  new,  then  when  the  parts  are 
replaced  from  time  to  time  and  the  'accrued  depreciation*  is  thus  wiped 
out.  there  will  be  no  return  provided  to  the  stockholders  by  the  rate  in 
question  upon  this  part  of  their  investment.  In  other  words,  the  consum- 
ers must  always  pay  a  return  upon  the  full  value  of  the  property,  or  else 
nothing  is  provided  for  a  return  upon  the  full  value  of  wearing  apparatus 
as  it  is  replaced.     ♦     ♦     ♦ 

**  Whether  a  resene  fund,  equal  to  the  amount  of  the  estimated  accrued 
cost  of  replacement,  has  been  created  or  not,  makes  no  difference  what- 
ever, except  to  the  owner;  since  the  liability  to  make  such  replacement  is 
not  affected  by  the  existence  or  non-existence  of  a  reserve  fund.  In  the 
advantage  of  having  such  a  fund  or  in  the  disadvantage  of  not  having  one, 
the  user  of  the  service  has  no  share.  Therefore,  whatever  cost  of  replace- 
ment may  or  may  not  be  estimated  to  have  accrued,  or  whether  or  not 
there  exists  a  fund  e(iual  to  tlie  amount  of  replacement  which  may  be 
estimated  to  have  accrued,  no  ground  whatever  is  represented  for  any 
modification  of  the  rates  charged  for  the  service,  unless  it  can  be  shown 
that  the  existing  rates  are  inadequate  to  yield  a  fair  return  upon  the  re- 
production value  of  the  property  and  to  provide  a  fund  for  the  replace- 
ment of  the  property,  when  withdrawn  from  service,  in  which  case  the  rate 
should  be  increased." 

This  argument,  however,  is  not  as  unanswerable  as  might 
seem  at  first  glance.  Not  all  of  the  depreciation  in  a  given 
utility  plant  will  be  removed  at  any  one  time.  If  a  rate  is 
fixed  this  year  which  will  pay  a  return  upon  the  present  de- 
preciated value  of  the  entire  plant,  and  next  year  certain 
units  are  replaced  by  new  units,  the  depreciation  of  those 
units  will  be  wiped  out,  but  in  the  meantime,  as  to  all  other 
units,  a  further  depreciation  will  have  occurred,  so  that  the 
depreciated  value  after  the  substitution  is  very  likely  not 
to  vary  materially  from  the  depreciated  value  at  the  time 
the  rate  was  fixed. 

The  respondent's  argument  contemplates  that  renewals 
are  to  be  made  either  from  a  reserve  fund,  or  from  funds 
provided  by  the  utility  in  recognition  of  its  liability  to  keep 
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the  property  in  good  operating  condition.     But  when  an 
adequate  depreciation  reserve  is  kept  the  value  of  physical 
properties  will  not  ordinarily  fluctuate  by  reason  of  depre- 
ciation. 

A  depreciation  reserve  is  a  fund  set  aside  out  of  earnings 
to  offset  accruing  depreciation.  It  should  each  year  equal 
the  average  yearly  depreciation,  but  ought  not  to  exceed  it. 
The  utility  ought  to  be  permitted  to  keep  its  plant  good 
from  the  returns  collected,  but  not  to  increase  its  value. 

Our  law  wisely  provides  that  a  depreciation  reserve  may 
be  used  ^*  for  new  construction,  extensions,  or  additions  to 
physical  property,  or  for  renewing,  restoring,  replacing  or 
substituting  depreciated  property." 

The  normal  growth  of  a  public  utility  will  ordinarily  af- 
ford full  opportunity  for  the  investment  of  the  entire  de- 
preciation fund  in  extensions  when  not  required  for  renew- 
als. Accordingly,  if  the  depreciation  reserve  is  adequate, 
and  is  so  invested,  the  utility  will  at  all  times  have  invested 
in  plant,  or  in  the  plant  and  in  the  depreciation  fund  in 
course  of  investment,  the  full  amount  of  the  original  value 
of  the  original  properties ;  and  a  return  upon  the  depreci- 
ated value  of  the  original  properties  and  upon  the  value  of 
the  extensions  and  additions  representing  the  depreciation 
reserve,  including  any  amount  in  course  of  investment,  will 
give  the  utility  all  that  it  is  justly  entitled  to.  That  method 
of  handling  the  depreciation  problem  is  in  accordance  with 
the  statute,  and  is  simple  and  desirable.  Whenever  the 
value  of  additions  and  improvements  and  funds  in  course  of 
investment  equals  in  amount  the  depreciation,  we  shall 
handle  the  case  on  that  basis.  When  tiiey  do  not,  we  shall 
consider  the  facts  of  the  particular  case  as  they  may  appear, 
and  endeavor  to  give  such  weight  only  to  accrued  deprecia- 
tion as  may  be  just  to  the  utility,  having  due  regard  alwaj's 
to  the  rights  of  the  public.  We  do  not,  however,  mean  to 
imply  any  assent  to  the  proposition  that  the  supposed  lia- 
bility of  stockholders  to  keep  their  property  in  efficient  op- 
erating condition  can  in  any  case  take  the  place  of  any  por- 
tion of  the  value  of  the  property  withdrawn  in  dividends, 
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which  ought  to  have  been  re-invested  in  the  plant,  or  placed 
in  a  depreciation  fund.  In  actual  exi>erienoe  it  proves  too 
difficult  to  realize  upon  this  supposed  liability  to  make  it 
safe  to  encourage'  its  substitution  for  the  actual  provision 
against  depreciation,  which  it  is  the  duty  of  the  utility  to 
make.  And  the  law  is  settled  otherwise  by  the  Knoxville 
Water  Company  case  and  numerous  other  cases. 

It  is  self-evident  that  it  would  be  unjust  to  the  public  to 
require  a  return  to  be  paid  upon  .the  full  undepreciated 
value  of  the  original  proi>erty,  and  upon  the  extensions 
made  from  the  depreciation  fund  as  well.  And  yet  that 
is  what  the  respondent  is  in  fact  asking  here.  A  very  large 
part  of  its  plant  has  been  built  up  out  of  earnings,  in  addi- 
tion to  the  payment  of  very  generous  returns  upon  the 
original  investment. 

It  did  not  require  the  passage  of  Chapter  98  of  the  Laws 
of  1913  to  give  the  respondent  a  right  to  make  proper  reser- 
vation out  of  earnings  to  keep  its  plant  good.  The  United 
States  Supreme  Court  in  the  Knoxville  Water  Company 
case  said: 

"  Before  coming  to  the  question  of  profit  at  all  the  company  is  entitled 
to  earn  a  suflScient  sum  annually  to  provide  not  only  for  currrent  repairs 
but  for  making  good  the  depreciation  and  replacing  the  parts  of  the  prop- 
erty when  they  come  to  the  end  of  their  lifew  The  company  is  not  bound 
to  see  its  property  gradually  waste,  without  making  provision  out  of 
earnings  for  its  replacement.  It  is  entitled  to  see  that  from  earnings  the 
value  of  the  property  invested  is  kept  unimpaired,  so  that  at  the  end  of 
any  given  term  of  years  the  original  investment  remains  as  it  was  at  the 
beginning.  It  is  not  only  the  right  of  the  company  to  make  such  a  pro- 
vision, but  it  is  its  duty  to  its  bond  and  stockholders,  and,  in  the  case  of  a 
public  service  corporation  at  least  its  plain  duty  to  the  public." 

if,  then,  it  was  the  duty  of  the  respondent  to  keep  the 
value  of  its  property  unimpaired,  and  it  did  so  by  building 
extensions,  and  by  replacing  units  of  its  property  with 
larger  and  better  units,  is  there  any  doubt  that  the  prop- 
erty so  added  from  earnings,  to  the  extent  at  least  of  such 
depreciation  as  has  accrued,  can  be  considered  as  a  depreci- 
ation reserve.  Can  it  make  any  difference  that  upon  the 
books  of  the  company  it  has  been  designated  *  *  profit  and 
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loss  "  instead  of  ^*  depreciation  reserve?  "  We  think  the 
law  has  regard  to  the  substance  and  not  the  form;  and 
we  find  as  a  fact  that  the  respondent  and  the  Manchester 
Gas  Light  Company  have  both  regarded  their  surplus  as 
a  depreciation  reserve  to  such  extent  as  there  was  occa- 
sion for  such  a  reserve,  and  we  further  find  that  justice 
requires  that  the  same  should  be  so  treated  in  this  case. 

So  far,  at  least,  as  the  additions  and  betterments  made 
from  earnings  constitujte  a  reserve  to  cover  depreciation, 
the  respondent  has  no  right  to  earn  a  return  thereon,  in 
addition  to  a  return  upon  the  undepreciated  value  of  the 
original  properties.  This  matter  was  before  the  United 
States  Supreme  Court  in  Louisicma  Railroad  Commission 
v.  Cumberland  Telephone  and  Telegraph  Company,  212 
U.  S.  414.  In  that  case  it  was  claimed  that  a  part  of  the 
property  upon  which  the  defendant  claimed  a  return  was 
erected  out  of  the  depreciation  reserve.    The  court  said: 

**  It  was  obligatory  upon  the  complainant  to  show  that  no  part  of  the 
money  raised  to  pay  for  depreciation  was  added  to  capital  upon  which  a 
return  was  to  be  made  to  stockholders  in  the  way  of  dividends  for  the 
future.  It  cannot  be  left  to  conjecture,  but  the  burden  rests  with  the  com- 
plainant to  show  it.  It  certainly  was  not  proper  for  the  complainant  to 
take  the  money,  or  any  portion  of  it,  which  it  received  as  a  result  of  the 
rates  under  which  it  was  operating,  and  so  to  use  it  or  any  part  of  it,  as 
to  permit  the  company  to  add  it  to  its  capital  account,  upon  which  it  was 
paying  dividends  to  shareholders.  If  that  were  allowable,  it  would  be  col- 
lecting money  to  pay  for  depreciation  of  the  property,  and,  having  col- 
lected it,  to  use  it  in  another  way  upon  which  the  complainant  would 
obtain  a  return  and  distribute  it  to  its  stockholders.  That  it  was  right  to 
raise  more  money  to  pay  for  depreciation  than  was  actually  disbursed  for 
the  particular  year  there  can  be  no  doubt,  for  a  reserve  is  necessary  in 
any  business  of  this  kind,  and  so  it  might  accumulate,  but  to  raise  more 
than  money  enough  for  the  purpose  and  place  the  balance  to  the  credit 
i)f  capital  upon  which  to  pay  dividends  cannot  be  proper  treatment. 
*  •  *  "We  are  not  considering  a  case  where  there  are  surplus  earnings 
after  providing  for  a  depreciation  fund  and  the  surplus  is  invested  in 
extensions  and  additions.    We  can  deal  with  such  a  case  when  it  arises.^' 

It  will  be  noted  that  this  case  leaves  open  the  question 
whether  additions  and  extensions  built  out  of  earnings, 
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after  making  provision  for  depreciation,  may  properly  be 
included  in  the  base  upon  which  returns  are  to  be  com- 
puted. 

The  only  cases  that  have  come  to  our  notice,  where  the 
question  has  been  decided,  have  held  the  utility  entitled  to 
the  full  benefit  of  the  ownershix)  of  such  property.  Brymer 
V.  Butler  ]Vafer  Company,  179  P.  231;  Kemiebeck  Water 
District  v.  City  of  WatervUle,  97  Maine  185.  See  also  Fall 
Hirer  Gas  Works  Company  v.  Board  of  Gas  and  Electric 
Lic/ht  Commissioners,  214  Mass.  529. 

The  body  of  tlie  law  relating  to  the  rights  and  duties  of 
public  service  corporations,  and  the  regulation  thereof  by 
?tate  authority,  is,  however,  still  in  the  formative  period. 
The  United  States  Supreme  Court  may  yet  hold  that  addi- 
tions and  betterments  built  out  of  earnings  ought  not  to  be 
included  in  fixing  value  for  rate  purposes.  The  problem 
of  public  regulation  would  be  much  simplified  if  such  were 
the  law.  At  the  present  time,  however,  we  do  not  think 
that  we  can  properly  go  further  than  to  hold  that  such  ad- 
ditions and  bettennents  constitute  a  depreciation  reserve 
to  such  an  extent  as  it  may  appear  reasonable  that  the 
utility  in  question  should  have  made  provision  against  de- 
preciation. 

In  this  case,  we  think  we  should  treat  such  additions  and 
betterments  as  a  depreciation  reserve  to  the  extent  of  all 
depreciation  which  we  find  has  actually  accrued.  This  in- 
cludes not  only  jjhysical  depreciation  arising  from  age,  use 
and  natural  deterioration,  but  functional  depreciation  as 
well,  arising  from  changes  in  the  art,  which  render  the  sub- 
stitution of  other  physical  units  desirable;  or  arising  from 
any  occurrence  other  than  physical  deterioration,  which  in 
fact  lessens  the  usefulness  and  value  of  the  property  in 
question. 

Any  other  course  than  this  would  seem  to  be  palpably 
unjust  to  the  public.  It  was  the  duty  of  the  respondent  to 
make  a  sufficient  reservation  out  of  income  to  keep  these 
properties  good,  and  it  was  the  dut\"  of  the  public  to  pay  a 
sufficient  amount  in  rates  to  enable  this  to  be  done.  The 
14 
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public  has  in  fact  paid  the  amount  necessary  to  enable  the 
reservation  to  be  made,  and  the  reservation  has  been  made, 
but  it  has  not  been  specifically  so  designated  upon  the 
books.  The  contention  of  the  respondent  in  effect  is  that  it 
should  be  rewarded  for  its  failure  to  set  up  a  depreciation 
reserve  account  upon  its  books  by  the  addition  to  its  plant 
capital  of  the  full  provision  made  against  depreciation. 
As  before  indicated,  it  does  not  seein  that  the  failure  of 
the  respondent  to  keep  proper  books,  or  its  failure  to  keep 
any  books  at  all,  can  affect  the  rights  of  the  parties.  If  the 
provision  against  depreciation  has  been  in  fact  made  by 
additions  to  plant,  it  should  be  considered  as  counterbal- 
ancing accrued  depreciation,  but  not  as  constituting  any 
further  basis  for  rate  purposes. 

The  principles  here  discussed  become  very  important  in 
this  case,  because  it  is  evident  that  there  is  a  wide  margin 
between  the  amount  which  it  would  cost  to  reproduce  new 
to-day  the  properties  operated  by  the  respondent,  and  the 
value  of  those  properties  if  so  reproduced.  This  is  due  in 
part  to  changed  conditions,  and  in  part  to  improvements  in 
the  art,  which  render  a  part  of  the  respondent's  property- 
no  longer  useful  in  proportion  to  its  cost. 

The  distribution  system  consists  in  considerable  part  of 
very  small  mains,  which  will  require  to  be  replaced  by  rea- 
son of  inadequacy  in  size  long  before  they  become  inade- 
quate in  any  other  sense.  This  inadequacy  of  gas  mains 
was  considered  by  Mr.  Huddle  in  estimating  the  extent  of 
the  depreciation  of  the  distribution  system.  He  did  not, 
however,  take  into  account  inadequacy  or  obsolescence  in 
estimating  the  depreciation  of  any  other  portion  of  the 
plant. 

The  present  holders,  with  one  exception,  were  built  long 
ago,  and  are  housed  in  brick  buildings.  Experience  has 
demonstrated  that  these  housings  are  unnecessary.  The 
advantages  derived  therefrom  are  very  slight  and  wholly 
out  of  proportion  in  value  to  the  money  invested  in  the 
housings.  The  holders,  too,  have  been  built  from  time  to 
time,  to  keep  pace  with  the  growth  of  the  gas  business  in 
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Manchaster,  so  that  there  are  now  five  holders  where  three 
larger  holders  would  suffice,  if  a  plant  were  to  be  built  to- 
day to  supply  the  existing  business. 

There  is  also  a  present  over  capacity  in  holders,  secured 
at  an  expense  of  from  $16,000  to  $19,000.  Authorities  be- 
fore cited  would  justify  a  disregard  of  this  additional 
capacity  in  fixing  value  for  present  rate  purposes.  We 
have,  however,  not  taken  this  over  capacity  into  account, 
because  it  has  seemed  to  us  that  the  respondent  exercised 
good  business  judgment,  when  building  the  last  holder,  in 
building  somewhat  in  advance  of  the  existing  demand,  and, 
inasmuch  as  no  accretions  in  value  can  be  expected  upon 
this  particular  property,  it  would  seem  that  it  ought  fairly 
to  be  included  for  rate  purposes. 

The  excessive  investment  in  holders  and  housings,  which 
arises  from  the  fact  that  there  are  five  small  holders,  four 
of  which  are  housed  in  brick,  whereas  three  larger  holders, 
built  at  a  much  less  cost,  would  suffice,  we  think  must  be 
considered.  The  fact  that  brick  housings  have  not  been 
built  anywhere  for  many  years  has  considerable  tendency 
to  show  that  they  are  not  worth  what  they  cost.  And  the 
evidence  in  this  case  abundantly  proves  that  fact.  Nobody 
building  a  plant  to-day,  to  supply  gas  in  Manchester,  would 
build  the  number  of  holders  that  are  now  there,  or  house 
the  same  in  brick  buildings;  and  nobody  desiring  to  pur- 
chase the  Manchester  plant  would  give  very  much  more 
for  five  holders  erected  and  housed  as  the  present  holders 
are  housed,  than  he  would  to  secure  the  same  capacity  in 
holders  built  according  to  modern  methods,  if  indeed  he 
would  give  as  much.  We  find  as  a  fact  that  the  present 
holders  are  not  more  valuable  than  other  holders  that  could 
be  erected  to  perform  the  same  service  that  the  present 
holders  perform  for  from  $125,000  to  $135,000. 

The  gas  machinery  now  used  by  the  respondent  is  for 
the  most  part  worth  far  less  than  it  would  cost  to  repro- 
duce the  same.  The  question  of  discarding  most  of  it,  and 
installing  a  modern  coal  gas  plant,  has  been  under  consid- 
eration.   It  was  testified  that  the  change  would  cost  $250,- 
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OOO,  but  it  would  effect  a  saving  of  10  cents  per  thousand 
feet  of  gas  manufactured.  When  it  is  noted  that  upon  the 
present  output  the  annual  gross  saving  would  be  upwards 
of  $24,000  it  is  evident  that  while  the  present  plant  may 
be  efficient  in  operation  in  the  way  it  was  designed  to  op- 
erate, yet  in  comparison  with  plants  equipped  with  mod- 
ern apparatus  it  is  not  efficient. 

This  must  be  considered  in  fixing  value.  It  affects  the 
usefulness  of  the  plant,  and  the  amount  which  it  can  earn 
in  profits  upon  every  thousand  feet  of  gas  manufactured. 
It  would  largely  affect  the  price  upon  sale,  for  a  purchaser 
would  contemplate  the  early  discarding  of  the  present  ma- 
chinery. In  fa<»t  the  change  could  be  made  with  profit  at 
the  present  time,  as  the  resultant  saving  would  be  sufficient 
to  pay  6  per  cent,  upon  the  estimated  investment,  2  per 
cent,  for  depreciation,  and  leave  an  annual  saving  of  $4,000. 
The  evidence  upon  this  jpoint  came  from  the  respondent's 
superintendent,  who  has  made  a  careful  study  of  the  situa- 
tion. 

In  addition  to'  the  evidence  as  to  reproduction  cost  and 
extent  of  accrued  depreciation,  however,  there  are  several 
other  classes  of  evidence  which  are  also  to  be  considered  in 
placing  a  value  upon  these  properties. 

original  investment  and  returns  thereon. 

yianchester  Gas  Light  Company. 

The  amounts  originally  invested  by  stockholders  in  this 
enterprise  can  be  determined  with  a  considerable  degree  of 
a>ccuracy.  The  incorporators  of  the  Manchester  company 
in  1852  subscribed  for  $100,000  of  its  capital  stock,  and 
that  amount  was  paid  into  the  treasury  in  various  install- 
ments in  cash.  There  was  no  other  or  further  contribution 
by  the  stockholders  of  the  Manchester  company.  It  ap- 
pears that  $90,000  was  invested  in  physical  properties,  and 
the  oonstruction  account  was  then  closed.  All  subsequent 
additions  to  property  were  paid  for  out  of  earnings,  and 
no  such  books  of  account  MTre  kept  as  to  make  it  possible 
to  ascertain  the  actual  first  cost  of  the  present  properties. 
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The  stockholders  have  received  dividends  as  follows: 

MANCHESTER  GAS  LIGHT  COMPANY  DIVIDENDS. 

Ter  Cent. 

1852 .64 

1853 7.5 

1854  to  1857,  inclusive 10 

1858 6 

1859  to  1868,  inclusive 10 

1869 1^^ 

1870  to  1872,  inclusive 10 

1873  to  1880,  inclusive 1.2 

1881 1' 

1882 20 

1883 ', 120 

1884 70 

iaS5  and  1886  20 

1887 :123 

1888  to  1913,  inclusive 32 

The  original  investors  have,  therefore,  received  more 
than  24  per  cent,  per  annum  since  1852  npon  their  orig- 
inal contribution  to  the  public  service. 

In  addition  the  Manchester  comijany  has  also  accumu- 
lated a  sur})lus  in  cash  and  current  assets  amounting  to 
$27,751,  which  is  available  for  dividends,  and  has  built  up 
its  properties  to  their  present  value. 

People's  Gas  Light  Company. 

Upon  the  organization  of  the  respondent  corporation  in 
1887  the  incorporators  subscribed  for  $100,000  of  its  cap- 
ital stock,  and  80  per  cent,  of  that  amount  was  called  in 
various  installments  by  July  1,  1887,  the  last  installment 
being  called  on  that  date.  No  further  installment  was 
called  till  January  14,  1888,  when  the  remaining  20  per 
cent,  was  called.  This  was  followed  on  January  8,  1888,  by 
the  declaration  of  a  20  per  cent,  dividend  upon  the  stock 
held  by  the  subscribers.  Whether  the  20  per  cent,  called 
was  actually  paid  into  the  treasury,  and  then  paid  out  in 
the  dividend,  or  whether  the  dividend  was  credited  in  pay- 
ment of  the  last  installment  due  upon  the  stock  does  not 
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appear,  but,  in  any  event,  it  is  clear  that  the  effect  of  the 
transaction  was  not  to  increase  the  corporate  assets  of  the 
respondent,  but  to  give  to  its  stockholders  paid  up  stock 
for  80  per  cent,  of  its  par  value  actually  contributed  to  the 
enterprise. 

At  a  meeting  of  the  stockholders  held  January  17,  1888, 
it  was  **  voted  unanimously  to  increase  the  capital  stock 
of  the  People's  Gas  Light  Company,  from  one  hundred 
thousand  dollars  to  three  hundred  thousand  dollars,  and 
that  said  increase,  in  consideration  of  a  contract  which  tliis 
company  has  authorized  to  be  made  by  its  treasurer,  W.  L. 
Elkins,  Jr.,  of  Philadelphia,  be  issued  full  paid  and  not  sub- 
ject to  any  assessment  or  liability  except  as  provided  by 
law,  as  part  consideration  of  above  referred  to  contract." 

At  a  meeting  of  the  board  of  directors  held  February  8, 
1888,  Martin  Maloney,  until  then  a  member  of  the  board, 
resigned,  and  thereupon  it  was  '  *  moved  *  *  and  passed 
unanimously,  tliat  the  contract  which  W.  L.  Elkins,  Jr., 
treasurer,  has  made  with  Martin  Maloney  of  Philadelphia 
to  construct  a  water  gas  plant  be  accepted  and  approved 
and  the  contract  placed  on  file.  *  *  and  that  the  in- 
crease of  the  capital  stock  authorized  by  the  stockholders  at 
their  annual  meeting  be  made  and  the  certificates  issued 
therefor,  dated  on  th<B  fifteenth  day  of  February,  1888,  and 
that  said  increase  of  two  thousand  shares  be  issued  to  M. 
Maloney,  contractor,  in  part  payment  of  the  above  re- 
ferred to  contract." 

There  is  nothing  except  these  two  votes  to  indicate  what 
the  terms  of  the  contract  referred  to  were,  it  being  testified 
by  the  officials  of  the  respondent  that  said  contract  and  the 
books  of  account  of  the  respondent  prior  to  1891  could  not 
be  found. 

A  water  gas  plant  was,  however,  constructed  by  Martin 
Maloney,  and  the  $200,000  of  stock  was  issued  to  him  as 
provided  by  the  above  votes.  There  is  no  evidence  tending 
to  show  the  value  in  1888  of  the  water  gas  plant  installed. 
It  is,  however,  largely  still  in  use,  and  it  would  appear  that 
the  present  reproductive  cost  of  the  property  installed  by 
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Mr.  Malonely  is  less  than  $25,000.  It  is  certainly  safe  to 
assume  that  if  the  original  cost  exceeded  $25,000  it  did  not 
reach  $50,000.  It  is  not  probable  that  it  approached  that 
amount. 

In  this  stock  transaction  may  perhaps  be  found  the  rea- 
son for  the  original  appearance  in  Manchester  of  Mr. 
Maloney  and  his  Philadelphia  associates. 

On  June  7,  1909,  it  was  voted  to  increase  the  capital 
stock  of  the  respondent  corporation  from  $300,000  to  $500,- 
000  **  for  the  purpose  of  building  a  new  gas  holder  and 
making  other  permanent  additions  and  improvements  and 
additions  to  the  plant. ' ' 

At  the  beginning  of  that  year  the  respondent  had  on 
hand  in  cash  $21,792.89,  with  only  about  the  usual  amount 
of  stores  and  supplies  and  accounts  receivable.  If  new  con- 
struction Avas  to  be  undertaken  it  was  necessary-  to  secure 
new  capital,  and  the  obvious  way  to  secure  the  same  was 
to  issue  securities.  The  entire  cost  of  the  holder,  according 
to  the  books  of  the  company,  however,  was  only  $62,097. 
The  total  addition  to  property  accounts  in  1909,  inchiding 
the  holder,  was  only  $71,995 ;  and  in  1910  the  further  addi- 
tion was  but  $32,032,  making  $104,027. 

The  respondent  did  not  need,  therefore,  $200,000  new 
capital  in  1909.  It  Avas  not,  in  fact,  intended  to  secure 
that  amount  of  new  capital.  The  vote  of  the  stockholders 
to  issue  $200,000  of  new  stock  was  passed  on  May  17.  On 
May  18  the  directors  declared  an  extra  dividend  of  25  per 
cent.,  and  on  the  same  date  voted  to  sell  $35,000  of  bonds 
held,  in  the  respondent's  treasury.  It  appears,  however, 
that  the  bonds  were  not  actually  sold  until  a  rather  recent 
period. 

It  was  testified  that  the  extra  dividend  was  actually  paid 
in  cash  before  the  new  stock  was  issued.  How  the  payment 
was  financed  does  not  appear  from  the  evidence,  and  is  not 
important.  The  result  of  the  whole  transaction  was  that 
the  company  issued  $200,000  in  stock  and  increased  its 
available  cash  $125,000. 
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The  amount  of  money  paid  into  the  People's  company 
by  stockholders  may,  therefore,  be  stated  as  follows : 

MONEY  ACTUALLY  PAID  INTO  TREASURY  OF  PEOPLE'S  COM- 
PANY BY  STOCKHOLDERS. 

By  incorpoi-ators  upon  organization $80,000 

By  Maloney  (not  more  than) 50,000 

In  1909  . 12.),000 

TOTAT $2.V),0On 

The  $80,000  ori^nally  paid  in,  however,  was  never  fully 
invested  in  physical  properties.  Under  the  contract  with 
the  Manchester  company  $50,000  in  bonds  had  to  be  do- 
posited  to  secure  the  performance  of  that  contract.  These 
bonds  were  purchased  with  the  proceeds  of  the  stock  issued, 
and  the  bonds  were  deposited  under  the  terms  of  the  con- 
tract. Later  under  other  terms  of  the  contract  they  were  re- 
turned to  the  respondent,  and  were  at  one  time  in  part  con- 
verted into  cash.  The  investment  in  bonds  or  other  in- 
vestment securities  has,  however,  never  been  less  than 
$35,000,  and  is  now  upwards  of  $60,000.  It  is  evident  that 
money  so  invested  is  not  devoted  to  the  public  use,  and  has 
been  in  no  way  entitled  to  a  return  from  the  operations  of 
the  respondent's  gas  business. 

Returns  to  Stockholders  of  People's  Company. 

In  addition  to  the  20  per  cent,  dividend  paid  to  the  orig- 
inal subscribers  in  1888,  of  which  mention  has  already 
been  made,  regular  dividends  have  been  paid  upon  all  the 
stock  outstanding  since  1889,  including  that  year.  Such 
dividends  have  been  at  the  rate  indicated  by  the  following 
table : 
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PEOPLE^S  GAS  LIGHT  COMPANY  DIVIDENDS. 

Per  cent. 

IHSi)  to  18.92,  inclusive 6 

1893 3 

LS94  to  1895,  inclusive 9 

1S96 7 

1S97  to  1898,  inclusive 8 

1899 7 

1900  to  1901,  inclusive 6 

1902 4 

1903  to  1904,  inclusive 6 

1905 8 

1906  to  1908,  inclusive 6 

1909 31 

1910  to  1913,  inclusive 6 

It  is  contended  that  the  1909  extra  dividend  of  25  per 
cent,  was  a  division  of  the  existing  surplus,  which  the 
stockholders  had  a  right  to  make;  and  it  is  true  that  at 
the  time  dividend  was  made  the  corporation  had  a  book 
surplus  amounting  to  $306,211.15.  On  January  18,  1910, 
the  directors  voted  to  reduce  the  property  accounts  by 
$200,000,  charging  the  same  to  profit  and  loss,  the  entry  to 
be  made  as  of  December  31,  1909.  Concerning  this  the 
comptroller  testified  as  follows  in  answer  to  the  following 
questions : 

**  Q.  (By  Commissioner  Benton)  The  idea  in  marking  off  that  $200,- 
000  was  to  take  care  of  items  which  had  been  discarded  or  of  deterioration 
in  items  which  you  are  still  using?  A.  It  primarily,  I  would  say,  would  be 
to  correct  the  property  account  and  leave  it  more  in  keeping  with  the 
actual  value     *     *     . 

*•  Q,  (By  Mr.  Jones)  Does  it  come  to  this  that  for  every  dollar  shown 
in  that  statement  (the  present  property  account)  of  $4(58,960,  a  dollar  has 
gone  into  the  plant?    A.  Yes,  sir,  and  more  too." 

It  is  probable  that  the  intent  in  1909  was  to  write  off 
$200,000  to  cover  inflation  of  the  property  accounts  recog- 
nized to  have  taken  place  when  $200,000  in  stock  was  paid 
to  Malonev  for  installing  the  water  gas  house  and  equip- 
ment.    The  amount  of  surplus  not  required  for  that  pur- 
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pose  was  undoubtedly  considered  properly  available  for 
dividends.    Viewed  upon  this  basis,  the  stock  has  received 
returns  as  follows: 

TABLE   SHOWING  RETURN   ON  PAR  VALUE   OF   DIFFERENT 
ISSUES  OF  PEOPLE'S  COMPANY  STOCK  AND  ON  AMOUNT 

ACTUALLY  PAID  IN  THEREFOR. 

Per  cetii.  on 
amount. 
Per  cent,  on  actually 
par  value      paid  in 

Stock  issued  to  orijrinal  subscribers* 7.00  8.75 

Stock  issued  to  Maloney  (assuming  consideration 
.toO,000) 7.1  28.4 

Stock  issued  in  1900  (extra  dividend  being  con- 
sidered cash  paid  in ) 6.  6. 

Average  return   on   total   amount   actually   paid  in 

for  total  period  the  same  was  invested 14.08 

To  recapitulate  —  there  have  been  paid  into  the  two  cor- 
porations since  their  organization  the  following  amounts, 
actually  advanced  by  stockholders : 

TABLE  SHOWING  TOTAL  ACTUAL  PAYMENTS  BY  STOCKHOLD- 
ERS OF  BOTH  COMPANIES. 

In  lSo2 $100,000 

In  1887 80,0CO 

In  1889    ( property  worth  not  more  than) 50,000 

In  1909 ' 125,000 

TOTAL $355,000 

Considering  extra  dividend  in  1909  as  cash  paid  in 75,000 

Total $430,000 


Partly  from  money  originally  paid  in,  and  partly  from 
excess  in  earnings,  there  have  been  invested  in  non-operat- 
ing properties  the  amounts  following: 


*  In  the  preparation  of  this  table  the  20  per  ceirt.  installment  called 
from  stockholders  January  14,  1888,  and  the  20  per  cent,  dividend  de- 
clared February  8,  1888,  have  been  considered  as  mere  bookkeeping  trans- 
actions, and  accordingly  disregarded. 
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TABLE  SHOAVING  INVESTMENTS  IN  NON-OPERATING 
PROPERTIES. 

MANCHESTER   COMPANY. 

Langdon  Street  lot* $10,125 

Cottages 4,000 

Reser\'oir  tract 871 

Cash  and  securities 27,751 

$42,747 

people's  company. 

Nutt  Road  tract $4,574 

Investments 60,413 

64,987 

Total $107,734 


It  is  impossible  to  determine  exactly  to  what  extent 
these  non-operating  properties  represent  accumulated 
earnings,  and  to  what  extent  original  capital.  It  is  prob- 
able that  the  Manchester  properties  were  purchased  wholly 
from  earnings;  on  the  other  hand,  the  People's  company 
land,  and  $35,000  of  the  securities,  represent  a  continuous 
investment  of  original  capital. 

Original  Cost  of  Present  Properties, 

In  the  construction  accounts  of  the  two  corporations  all 
of  the  present  properties  of  the  two  corporations  are  car- 
ried as  follows : 

CONSTRUCTION  ACCOUNTS. 

Mancliester  company   $90,000 

People's  company 468,960 


The  Manchester  company  account,  as  has  been  indicated, 
bears  no  relation  whatever  to  the  actual  cost  of  the  proper- 
ties belonging  to  that  corporation,  which  were  largely  con- 


♦  Exchanged  for  unused  101»000  foot  lot.     The  original  cost  of*  other 
land  included  in  the  exchange  is  not  known. 
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structed  out  of  earnings  after  the  construction  account  was 
closed.  The  People 's  company  account,  having  been  writ- 
ten down  $200,000,  as  before  mentioned,  contains  nothing 
to  cover  the  cost  of  the  water  gas  plant  constructed  by 
Maloney ;  but  on  the  other  hand  it  includes  $7,600  for  land 
heretofore  sold  or  now  unused,  and  the  cost  of  abandoned 
ponstruction  on  the  Nutt  Eoad  tract 

AMOUNT   AND    MARKET    VALUE    OF    SECURITIES    OUTSTANDING. 

The  testimony  indicates  that  the  market  value  of  the 
Manchester  company  stock  is  $650  per  share,  and  of  the 
People's  company  stock  $120  per  share.  There  are  no 
bonds.  The  amount  and  market  value  of  the  securities 
.may,  accordingly,  be  tabulated  as  follows: 

TABLE  SHOWING  AMOUNT  AND  MARKET  VALUE  OF 
SECURITIES. 

Par  vaius  Market  value 

Manchester  company  stock $100,000         $650,000 

People's  company  stock 500,000  600,000 


Total $600,000      $1,250,000 


In  coming  to  our  conclusion  as  to  value  in  this  case,  we 
iiave  carefully  considered  the  evidence  offered  as  to  value 
of  securities,  but  find  as  a  fact  that  it  is  entitled  to  very 
little  weight.  The  rental  paid  by  the  respondent  assures  to 
the  Manchester  company  stockholders  a  dividend  of  32  per 
cent,  per  annum  upon  their  stock;  and  the  remaining  $500 
of  the  rental  paid  goes  to  swell  an  already  large  surplus  in 
the  treasury  of  the  corporation,  which  is  available  for  divi- 
dends at  any  time.  These  facts,  together  with  the  pros- 
pect of  selling  their  property,  under  the  terms  of  the  con- 
tract with  the  respondent,  for  one  million  dollars  at  the 
expiration  of  the  contract,  operate  to  give  a  wholly  arti- 
ficial value  to  the  Manchester  company  stock.  In  the  same 
way  the  value  of  the  People 's  company  stock  has  doubtless 
been  to  a  considerable  degree  affected  by  the  common 
knowledge  of  the  great  earnings  made  and  distributed  by 
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the  Manchester  company,  as  well  as  by  the  large  earnings 
of  the  People's  company  itself,  which  have  been  sufficient 
to  enable  the  pajTiient  of  the  dividends  which  have  been  be- 
fore tabulated,  and  the  building  up  of  tlie  physical  proper- 
ties as  above  set  forth. 

We  have,  accordingly,  felt  that  the  market  value  of  these 
^:ecurities  was  probably  so  largely  affected  by  circum- 
.stances  having  little  relation  to  the  true  value  of  the  prop- 
erty, that  we  could  not  safely  attach  very  much  weight  to 
evidence  of  such  value. 

We  also  find  that  the  present  market  value  of  the  stock 
of  both  corporations  is  due  in  part  to  earnings  made  by  the 
exaction  of  unreasonable  rates  for  the  service  supplied  by 
the  properties  which  such  stock  represents,  and  that  by 
reason  of  that  fact  it  would  be  unjust  to  attach  any  consid- 
erable weight  to  evidence  of  such  market  value. 


ESTABLISHED  BUSINESS  AND  RESULTS   OF   OPERATION. 

The  number  of  meters  in  service,  and  the  volume  of 
business  done  in  1891  and  each  year  since  are  shown  by 
the  following  table : 

TABLE   SHOWING  ANNUAL   BUSINESS   SINCE   1891. 


No.  of  euttomrrs. 

«af  loiff 

Rite  per  M.C.F. 

Di$€otmt 

PERIOD  n  MO.  ENDING: 

or  meters 

■per  cubic 

{for  nli  pur- 

altojred  for 

in  terrace 

f*ct 

pov$). 

prompt  payment 

Dec.   ai. 

1^01 

3  136 

84.279.900 

$1.70 

$0.30 

Doc.    31. 

1H02 

3,327 

97.490,400 

1.70 

.80 

Dec.    81, 

1893 

3.449 

98.907,200 

1.70 

.30 

Dec.   31. 

1M94 

3  619 

95.170,400 

1.70 

.30 

Dec    81 

1895 

3.772 
3.950 

99.885,000 
101.907.200 

1.70 
1.70 

.80 

Dec.   31.' 

1896 

.30 

Dec.    31, 

1897 

4.116 

88  300,300 

1.70 

.15 

Dec.   31. 

1898 

4,247 

85,147,600 

1.70 

.15 

Doc.    31. 

1899 

4.628 

87,468.800 

1.40 

.15 

Dec.    31. 

1900 

5.014 

91.876,100 

1.40 

.15 

Dec.    81. 

1901 

5..349 

98,800,000 

1.40 

.15 

Dec.   81. 

1902 

5.697 

108.044.800 

1.40 

.15 

Dec.    31. 

1903 

6,044 

11 6. 2,3^.700 

1.40 

.15 

Dec.   31. 

1904 

6.288 

119.961.500 

1.40 

No 

discount 

Dec    31 

1905 ...    ...... 

6,638 
7,009 

126.262,800 
134,820.100 

1.40 
1.40 

No 
No 

discount 

Dec!   3i; 

1906 

discount 

Dec.   81. 

1907 

7,539 

142.300.400 

1.10 

No 

dlBconnt 

Dec.    31. 

1908 

8,271 

146945.900 

1.10 

No 

dlBcount 

Dec.   31, 

1909 

9,347 

173,335,000 

1.10 

No 

discount 

Dec.   31. 

1910 

9,926 

194.209,000 

1.10 

No 

discount 

Dec.    31. 

1911 

10.571 

201,772,400 

1.10 

No 

discount 

Dec.    31. 

1912 

11,882 

221.607,700 

1.10 

.15 

Jane  30. 

1912 

11.142 

209.039.600 

1.10 

.30 

June  30, 

1913 

11.710 

227,377,400 

1.10 

.30 

The  results  of  operation  for  the  past  five  years,  are 
shown  by  the  appended  table. 
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finding  of  value. 

Upon  consideration  of  all  'the  evidence  in  the  case,  we 
find  that  the  value  of  all  the  properties  owned  or  operated 
by  the  respondent,  and  devoted  to  the  public  use  in  supply- 
ing gas  service  in  the  city  of  Manchester,  does  not  exceed 
$900,000. 

AMOUNT  OF  RETURN. 

The  respondent  claims  that  it  is  -entitled  to  earn  8  per 
cent,  upon  the  value  of  its  property,  and  respondent's 
counsel,  in  their  brief  cite  a  considerable  number  of  cases 
where  7  per  cent.,  7i/>  per  cent,  and  8  per  cent,  returns  have 
been  allowed.  Other  cases  might  be  cited  where  the  courts 
have  upheld  rates  giving  a  return  of  6  per  cent.,  5  per  cent, 
and  even  less.    None  of  these  decisions  greatly  aid. 

'•  Tliere  is  no  particular  rate  of  compensation  which  must  in  all  cases 
and  in  all  parts  of  the  country  be  regarded  as  sufficient  for  capital  in- 
vested in  business  enterprises.  Such  compensation  must  depend  greatly 
upon  circumstances  and  locality;  among  other  things,  the  amount  of  ri^k 
in  the  business  is  a  most  important  factor,  as  well  as  the  locality  where 
the  business  is  conducted  and  the  rate  expected  and  usually  realized  there 
upon  investments  of  a  somewhat  similar  nature  with  reg-ard  to  the  nsk 
attending  them.  There  may  be  other  matters  which  in  some  cases  might 
also  be  properly  taken  into  account  in  determining  the  rate  which  an  in- 
vestor might  properly  expect  or  hope  to  receive  and  which  he  would  be 
entitled  to  without  legislative  interference.  The  less  risk,  the  less  right  to 
any  unusual  returns  upon  the  investments/'  {Willcox  v.  Consolidated  Gas 
Co.,  212  U.  S.  19.) 

AVliat  are  the  facts  in  this  case,  and  are  the  risks  large 
or  small?  Probably  no  public  utility  enterprise  in  New 
Hampshire  has  a  more  certain  prospect  of  continued  pros- 
perity than  that  of  the  respondent.  It  has  a  monopoly  of 
the  gas  business  in  the  largest  city  of  the  State,  and  this 
monopoly  is  practically  assured  to  it  by  law.  It  has  a  his- 
torj''  of  uninterrupted  and  large  profits  since  its  inception 
in  1852.  The  city  is  growing,  and  the  respondent's  gas 
business  must  also  grow.  It  is  difficult  to  imagine  a  safer 
investment. 
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The  evidence  indicates  that  its  safety  is  well  recognized. 
That  the  stock  sells  upon  a  5  per  cent,  basis  has  already 
been  noted.  It  is  also  significant  that  the  contract  between 
the  Manchester  company  and  the  respondent,  which  con- 
tains a  provision  under  which  the  respondent  may  pur- 
chase for  $1,000,000,  expressly  provides  that  the  option 
shall  not  be  exercised  in  such  a  way  as  to  relieve  the  re- 
spondent from  paying  $32,500  per  annum  during  the  entire 
term  of  the  contract. 

At  the  time  this  contract  was  made  the  properties  did 
not  represent  an  investment  of  anything  approaching 
$1,000,000.  The  outside  value  claimed  by  anybody  at  that 
time,  so  far  as  the  evidence  discloses,  was  not  more  than 
$600,000.  And  yet  the  stockholders  felt  so  certain  that  the 
property  would  earn  the  rental  and  build  up  that  value  to 
$1,000,000,  that  they  preferred  the  rental,  with  the  promise 
of  the  property  or  $1,000,000  at  the  end  of  the  contract 
period,  to  $1,000,000  in  cash  at  any  time  during  the  term 
of  the  contract. 

In  considering  what  is  a  fair  rate  of  return  some  regard 
must  be  paid  to  the  fact  that  the  legal  rate  of  interest  in 
this  State  is  but  6  per  cent,  and  that  money  is  freely  offered 
on  good  real  estate  loans  for  5  per  cent.  We  are  satisfied 
that  if  the  Manchester  gas  properties  were  capitalized  at 
their  fair  value,  and  the  dividend  limited  to  6  i3er  cent., 
the  stock  would  sell  at  par  or  better. 

In  any  rate  case  it  is  impossible  so  to  fix  the  rate  as  to 
provide  an  exact  percentage  of  return  to  capital.  The  only 
purpose  of  making  any  finding  as  to  value,  or  any  finding 
as  to  fair  rate  of  return,  is  so  that  by  the  application  of 
the  one  to  the  other  an  amount  may  be  obtained  which  may 
be  considered  as  marking  the  point  below  which  the  net 
profits  from  the  operation  of  the  property  in  question  must 
not  be  carried  by  any  reduction  made. 

In  the  Haverhill  Gas  case,  cited  above,  the  Massachu- 
setts Commission  held  that  a  rate  yielding  less  than  6  per 
cent,  upon  the  value  of  the  property  would  not  be  confisca- 
tory in  Haverhill,  under  facts  very  similar  to  the  facts  in 
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this  oa«e.  If  the  fact  that  property  has  in  part  been  built 
up  out  of  surplus  earnings,  in  addition  to  the  payment  of  a 
full  return  to  stockholders,  may  be  taken  into  considera- 
tion in  fixing  the  rate,  then  we  find  that  in  this  case  a  rate 
yielding  a  return  less  than  6  per  cent  would  not  be  con- 
fiscatory. There  is,  however,  sufficient  doubt  upon  this 
point,  so  that,  wishing  to  steer  clear  of  any  danger  of  in- 
fringing the  respondent's  constitutional  rights,  we  fix  $54,- 
000,  or  6  per  cent,  upon  $900,000,  as  the  amount  below 
which  we  shall  in  no  event  reduce  the  respondent's  net  rev- 
enue, after  making  reasonable  allowance  for  depreciation. 
And  we  find  $54,000  to  be  a  fair  return  upon  the  full  value 
of  all  the  properties  devoted  to  the  public  use  by  the  re- 
spondent in  connection  with  its  gas  business  in  Manchester. 

Earnings  Under  Reduced  Rate. 

It  can  be  learned  from  the  foregoing  tables  that  if  the 
price  of  gas  had  been  $1.00  instead  of  $1.10,  assuming  the 
same  expense  and  the  same  output,  the  net  income  during 
the  period  covered  by  the  tables  would  have  been  as  fol- 
lows : 

TABLE  SHOWING  AVHAT  RESPONDENT  WOULD  HAVE  EARNED 

AT  $1.00  RATE. 

1909 $59  J45 

1910 65,111 

1911 62,796 

1912  (year  ending  June  30)    72,555 

1912  (year  ending  December  31)    71,834 

1913  (year  ending  June  30) 59,310 


If  the  net  income  shown  were  wholly  available  for  re- 
turns on  capital,  it  would  be  ample  to  pay  a  fair  return 
upon  the  value  of  the  properties  used,  but  some  reserva- 
tion should  doubtless  have  been  made  in  each  year  for 
depreciation.  What  the  amount  should  have  been  we  do 
not  know,  because  we  do  not  know  to  what  extent  deprecia- 
tion was  actually  taken  care  of  by  charges  made  to  operat- 
ing expenses  for  discarded  or  renewed  units  of  property. 
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To  the  extent  that  such  charges  were  made,  the  setting  up 
of  a  depreciation  reserve  will  increase  the  net  earnings 
available  for  depreciation  and  return  on  capital. 

Depreciation  Reserve, 

The  respondent's  evidence  as  to  the  amount  which  should 
be  set  aside  for  a  depreciation  reserve,  and  the  brief  of 
counsel  upon  that  point,  appear  to  be  based  upon  the  as- 
sumption that  the  respondent  is  now  without  a  deprecia- 
tion reserve,  and  that  one  should  be  suddenly  built  up. 
We  have  already  considered  that  question,  and  have  held 
that  by  its  additions  to  plant  built  up  out  of  surplus  earn- 
ings, it  has  made  very  complete  provision  against  deprecia- 
tion. But,  if  the  fact  were  otherwise,  the  only  deprecia- 
tion which  the  consumers  in  the  future  can  be  asked  to 
make  good  is  the  depreciation  which  accrues  in  the  future ; 
the  rates  in  the  past  have  been  quite  sufficient  to  pay  a  full 
return  on  capital,  and  cover  accruing  depreciation.  If  the 
stockholders  had  not  provided  against  depreciation  by 
making  additions  to  plant  value,  the  burden  of  restoring 
the  property  would  properly  fall  on  them  and  not  on  the 
consumers  through  excessive  depreciation  charges.  The 
suggestion  that  a  depreciation  fund  should  be  suddenly 
built  up  by  large  depreciation  reserve  charges  is  incon- 
sistent with  the  respondent's  argument  that  accrued  de- 
preciation is  a  matter  of  indifference  to  the  consumers  be- 
cause the  stockholders  must  bear  the  burden  of  restoring 
or  replacing  depreciated  units. 

We  think  the  evidence  of  Mr.  McClellan  on  Pages  95  to 
104  of  the  record  is  more  relevant  to  the  amount  of  de- 
preciation reserve  required  than  any  other  testimony  in  the 
case,  except  the  testimony  of  the  engineers  as  to  the 
amount  of  depreciation  which  they  find  to  have  accrued 
with  respect  to  each  unit  of  property,  taken  in  connection 
with  such  evidence  as  is  before  us  as  to  the  age  of  such 
units. 

Upon  all  the  evidence  we  think  it  is  apparent  that  the 
depreciation  of  the  Manchester  gas  properties  is  not  rapid, 
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and  that  an  annual  reservation  considerably  more  modest 
than  that  sugges^ted  by  the  respondent  would  meet  the  ne- 
cessities of  the  case. 

SHOULD  A  REDUCED  RATE  BE  ORDERED? 

Upon  a  consideration  of  all  the  facts  which  we  have  above 
set  forth,  we  are  of  the  opinion  that  the  net  earnings  shown 
to  have  been  received  by  the  respondent  prior  to  1912 
could  not  be  held  an  excessive  return  upon  $900,000,  which 
we  have  fixed  as  the  base  upon  which  its  return  is  to  be 
reckoned.  In  that  year,  however,  (ending  either  June  30 
or  December  31)  the  volume  of  business  had  become  such 
that  a  decrease  to  the  $1.00  rate  might  have  been  made,  and 
the  respondf'nt  still  have  received  a  fair  return,  after  set- 
ting aside  a  reasonable  amount  for  depreciation.  In  the 
year  1913  the  volume  of  business  continued  to  increase,  but 
the  net  profits  fell  to  the  level  of  the  years  immediately 
preceding  1912.  It,  therefore,  becomes  immediately  im- 
portant to  learn  the  cause  of  the  increased  operating 
charges  of  1913,  and  to  determine  whether  the  same  were 
abnormal,  or  may  reasonably  be  expected  to  continue. 

Abnormal  Expenses  of  1913. 

The  increase  appears  to  be  fully  accounted  for  by  the  fol- 
lowing items:  an  increase  in  taxes  of  about  $10,000;  an  in- 
crease in  the  ^  *  Accident  and  Damage  ' '  item  of  about  $6,000 ; 
a  charge  against  operation  for  ^* Abandoned  Mains"  of 
$2,400;  about  $1,800  paid  in  increased  salaries,  being  one- 
half  of  an  increase  in  salaries  of  officers  and  others  made 
January  1,  1913.  A  portion  of  these  items  must  continue 
to  be  met  hereafter;  the  rest  are  abnonnal. 

The  most  important  item  is  that  of  taxes.  The  creation 
of  the  State  Tax  Commission  in  1911  resulted  in  an  in- 
crease in  the  assessment  on  the  respondent's  properties 
which  practically  doubled  its  taxes.  In  1913  the  respond- 
ent paid  a  tax  which  amounted  to  9  cents  per  1,000  feet 
upon  all  gas  which  it  sold.  Its  properties,  all  told,  are  ap- 
praised at  $1,159,879.  This  includes  some  unused  prop- 
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erty,  not  coBsidered  in  our  appraisal,  but  still  the  tax  ap- 
praisal is  much  in  excess  of  the  value  which  we  have  found. 
It  is  probable  that,  in  making  such  appraisal,  the  assessing 
board  gave  special  weight  to  the  earning  capacity  of  the 
property  at  rates  then  in  force.  It  is  not  unreasonable  to 
assume  that  any  reduction  in  the  rate  will  result  in  a  reduc- 
tion in  the  assessment,  particularly  if  the  respondent  shall 
present  to  the  assessors  all  of  the  information  bearing  on 
value  made  available  by  this  investigation  and  contained  in 
this  report.  It  is  not  our  province  to  determine  what  the 
assessment  of  the  respondent's  properties  ought  to  be  for 
the  purposes  of  taxation,  but  in  making  allowance  for  fu- 
ture taxation  we  do  not  think  we  should  assume  that  the 
properties  devoted  to  public  use  will  be  appraised  in  ex- 
cess of  $900,000,  which  we  have  placed  as  the  limit  of  their 
value.  The  tax  rate  in  Manchester  last  year  was  .0153;  if 
the  rate  this  year  does  not  exceed  .0155  the  tax  on  $900,000 
win  be  a  little  less  than  $14,000,  or  about  $6,000  less  than  in 
1913.  Of  course,  whatever  tax  is  necessarily  paid  must  be 
provided  for  in  the  rates  collected  by  the  respondent,  and 
if  experience  shall  prove  that  it  is  required  to  pay  a  larger 
tax  than  we  now  assume,  and  by  reason  of  that  fact  its  net 
earnings  under  efficient  operation  are  brought  below  a  sum 
sufficient  to  pay  a  fair  return  on  the  value  of  the  properties 
operated,  application  may  be  made  for  a  change  in  the  rate 
fixed  in  this  proceeding. 

The  average  amount  paid  annually  for  accidents  and 
damage  during  the  period  covered  by  the  foregoing  tables 
was  $2,150;  last  year  the  amount  was  $7,228.  Of  this, 
$5,000  was  paid  to  one  person.  It  would  seem  reasonable  to 
expect  that  the  average  annual  amount  paid  hereafter  will 
not  be  more  than  $3,000,  leaving  about  $4,000  of  the  1913 
expense  which  should  not  be  regarded  as  permanent. 

The  salary  increase  is  undoubtedly  permanent,  and  in 
place  of  $1,800  paid  from  January  1, 1913,  to  June  30, 1913, 
the  full  sum  of  $3,600  ^vill  have  to  be  met  in  each  full  year 
hereafter. 

The  abandoned  street  mains  items  will  not  appear  in  op- 
erating expenses  hereafter,  as  a  proper  depreciation  ae- 
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count  will  be  set  up.  The  failure  to  carry  such  an  account 
in  the  pasit  has  operated  unduly  to  swell  the  respondent's 
operating  expense,  because  when  units  of  the  respondent's 
plant  have  been  discarded  or  renewed  the  entire  first  cost  of 
any  such  unit  in  the  case  of  abandonment,  or  the  entire  cost 
of  renewal  in  the  case  of  reiiewal,  has  been  charged  to  oper- 
ating expense  in  the  year  in  w^hich  the  expense  was  in- 
curred. For  example, —  in  the  latter  part  of  1911  and  early 
part  of  1912  the  steel  container  in  one  of  the  respondent's 
holders  was  renewed  at  a  cost  of  $10,345.43  and  was  charged 
to  operating  expense  in  those  years,  $1,286.64  in  1910  and 
$9,058.79  in  1911.  8uch  charges  as  these  make  the  operat- 
ing expense  for  the  year  in  which  they  occur  disproportion- 
ately largo.  They  should  accordingly  be  charged  to  a  de- 
preciation account,  and  thereby  spread  over  several  years. 
We  are  not  able,  upon  the  evidence  now  before  us,  to  de- 
termine what  proportion  of  the  total  amount-  charged  as 
operating  expense  is  in  fact  of  such  a  nature  that  it  should 
have  been  charged  to  depreciation,  but  that  charges  to 
operation  will  be  substantially  reduced  by  setting  up  a  de- 
preciation account  is  certain. 

Incrca.'<ed  Cost  of  Oil  and  Coal. 

It  is  claim(»(l  by  the  respondent  that  ojjerating  expense 
will  be  considerably  increased  in  the  future  by  reason  of  an 
advance  in  the  price  of  oil.  In  1913  the  respondent  paid  for 
oil  2.96  cents  per  gallon,  whereas  it  is  now  paj^ng  5.125 
cents  per  gallon.  Last  year  the  consumption  of  oil 
amounted  to  764,072  gallons.  If  the  same  amount  of  oil 
were  used  this  year  as  last,  the  resulting  increase  in  ex- 
pense by  reason  of  the  advance  would  be  $16,542. 

The  price  now  paid,  however,  w^ill  probably  not  be  perma- 
nent. The  record  shows  that  in  1907  the  price  was  4.5  cents 
per  gallon,  and  that  the  price  has  since  varied  between  that 
point  and  the  low  price  of  last  year.  But  even  if  the  price 
now  paid  WTre  permanent,  the  respondent  ought  to  be  able 
by  careful  management  to  avoid  a  large  part  of  the  sug- 
gested increase.     Mr.  McClellan  testified  that  the  propor- 
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tion  of  coal  gas  manufactured  could  be  increased,  and  the 
effect  of  the  advance  in  the  coat  of  oil  thereby  diminished, 
though  he  said  he  had  not  made  a  sufficient  study  so  that  he 
could  judge  to  what  extent. 

There  was  some  evidence  to  the  effect  that  the  output  of 
the  respondent  could  not  be  manufactured  without  consid- 
erable additional  investment  in  new  apparatus.  The  pres- 
ent capacity  of  the  coal  gas  machinery  operated  by  the  re- 
spondent is  between  700,000  and  800,000  cubic  feet  per  day. 
The  average  amount  of  both  water  and  coal  gas  made  in 
1913  was  663,000  cubic  feet  per  day.  The  maximum  output 
in  any  one  day  was  940,000  cubic  feet.  While  the  coal  gas 
machinery  cannot  be  depended  upon  for  its  maximum  out- 
put on  every  day  in  the  year,  yet  it  will  meet  the  ordinaiy 
demand. 

It  was  also  claimed  at  the  hearing  that  coal  gas  of  stand- 
ard quality,  600  B.  T.  U.,  could  not  be  made  without  enrich- 
ing. It  is  now  admit teil  that  the  desired  standard  can  be 
obtained,  but  it  is  claimed  that  the  yield  will  be  so  far  lim- 
ited that  such  manufacture  is  not  economical. 

Upon  this  point  Mr.  McClellau,  through  counsel,  has  filed 
with  us  certain  data  which  we  have  considered  as  supple- 
mentary to  his  testimony.  He  refers  to  an  address  deliv- 
ered before  the  Indiana  Gas  Association  by  Mr.  J.  C.  Silver- 
thorn,  Superintendent  of  the  Public  Utilities  Company  of 
Evansville,  Indiana,  on  '^  Yields  of  Gas  from  Coal  as  Be- 
lated to  B.  T.  U/'  Mr.  Silverthorn  assmnes  five  cubic  feet 
per  pound  of  coal  to  be  a  normal  yield.  He  gives  the  aver- 
age results  for  the  year  ending  June  30,  1911,  of  seventeen 
plants  operating  in  Wisconsin,  showing  the  average  yield 
I>er  pound  of  coal  to  be  4.84  cubic  feet,  and  the  average  heat- 
ing value  600  B.  T.  U.  A  reference  to  the  1911  report  of  the 
Wisconsin  Commission,  from  which  Mr.  Silverthorn 's  sta- 
tistics were  taken,  shows,  however,  that  most  of  tlie  seven- 
teen plants  were  utilities  having  a  small  output.  Taking 
the  seven  coal  gas  plants  in  Wisconsin  having  an  output  of 
over  fifty  million  cubic  feet,  the  average  yield  was  4.978  feet 
per  pound  of  coal.     At  the  Racine  plant,  which  in  outi)ut 
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rather  closely  corresponds  to  the  respondent's  plant,  the 
average  yield  was  4.99  per  pound.    There  is  other  evidence 
tending  to  show  that  approximately  five  cubic  feet  of  600 
B.  T.  U.  gas  can  be  produced  per  pound  of  coal. 

It  is  undoubtedly  true  that  if  the  fullest  possible  yield  is 
secured  from  coal  carbonized,  the  respondent  will  find  it 
necessary  to  enrich  its  coal  gas.  Still,  upon  all  of  the  evi- 
dence, we  find  that  the  proportion  of  coal  gas  used  can  be  in- 
creased, and  the  effect  of  the  advance  in  the  price  of  oil 
thereby  largely  obviated.  There  is  also  evidence  that  an 
advance  in  the  transportation  rate  for  coal  of  five  cents  per 
ton  from  Portsmouth  to  Manchester  is  to  be  expected.  This 
will  increase  the  cost  of  such  coal  gas  as  is  manufactured  by 
about  one-half  cent  per  thousand  feet. 

discount  for  prompt  payment. 

The  present  rate  schedules  of  the  respondent  contain  no 
provision  granting  a  discount  for  prompt  payment.  In 
1891  its  rate  was  $1.70  with  $0.30  discount  for  prompt  pay- 
ment; in  1898  it  was  reduced  to  $1.40,  with  $0.15  discount, 
and  in  1907  to  $1.10,  with  no  discount. 

It  is  now  testified  that  the  result  of  the  abandonment  of 
the  discount  feature  has  been  bad ;  that  accounts  come  in 
slowly,  and  that  the  expense  for  collection  has  materially  in- 
creased, amounting  in  the  year  ending  December  31,  1913, 
to  over  $3,000.  It  is  estimated  that  one-half  of  this  expense 
would  be  saved  by  a  discount  for  prompt  payment,  and  we 
are  asked  to  authorize  a  discount  provision. 

Such  provisions  are  common  in  the  rate  scheilules  of  pub- 
lic utilities  in  the  several  parts  of  the  State.  Inspection 
shows  that  they  are  found  in  the  schedules  of  all  coal  or 
water  gas  companies  with  two  other  exceptions. 

Is  it  lawful  to  make  a  distinction  in  rates  between  the  con- 
sumer who  pays  promptly  and  the  one  who  does  not!  There 
is  no  statutory  inhibition  against  such  distinction  unless  it 
is  found  in  Section  4  of  the  Public  Service  Commission  Act, 
which  provides  that  '*A11  charges  made  or  demanded 
*     *     *    by  any  public  utility    »     *     *     ^hall  be  just  and 
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reasonable  *  *  *.  Every  charge  that  is  unjust  or 
unreasonable  *  *  *  is  prohibited/'  The  distinction, 
then,  is  lawful  unless  it  is  unjust  or  unreasonable. 

The  respondent  is  entitled  to  receive  payment  for  ser- 
vice rendered  by  it,  and  to  receive  such  payment  promptly. 
If  it  does  not,  any  loss  or  expense  resulting  therefrom  actu- 
ally affects  the  public  as  well  as  the  public  utility,  since 
whatever  expense  is  entailed  upon  the  respondent  must 
come  from  money  collected  in  rates ;  and  what  the  respond- 
ent reasonably  may  charge  for  service  depends  in  large 
part  upon  the  expense  which  it  must  meet. 

It  is  ob\dous,  therefore,  that  the  interest  of  the  public 
and  the  interest  of  the  utility  will  be  subserved  by  a  rule 
which  will  facilitate  the  prompt  payment  to  the  utility  of 
bills  from  consumers,  as  the  same  fall  due. 

This  being  true,  if  the  discount  rule  applies  to  all  cus- 
tomers equally,  so  that  each  may  secure  the  lower  rate 
merely  by  paying  his  bill  promptly,  as  it  is  his  duty  to  pay 
it,  we  do  not  see  that  it  can  in  any  sense  be  considered  '*  un- 
just or  unreasonable."  Accordingly  we  hold  that  any 
utility  may  provide  in  its  ratQ  schedules  for  a  discount  for 
prompt  payment.  A  sufficient  number  of  days  should  be 
allowed,  within  which  it  may  be  taken  advantage  of,  so  that 
customers  may  have  a  fair  opportunity  to  pay  at  the  lower 
rate,  and  the  discount  should  be  reasonable  in  amount  so 
that  a  failure,  inadvertently  or  otherwise,  to  pay  within  the 
time  limited  by  the  rule  will  not  be  followed  by  an  increase 
in  the  amount  to  be  paid  disproportionate  to  any  possible 
inconvenience  which  may  accrue  to  the  utility  in  conse- 
quence of  the  delay. 

This  question  was  very  fully  considered  by  the  Wiscon- 
sin Commission  in  Berend  v.  Wisconsin  Telephone  Corn- 
pan})*  4  W.  R.  C.  Rep.  150,  where,  after  reviewing  the 
court  decisions  of  several  States  bearing  thereon,  the  Com- 
mission reached  a  like  conclusion. 


•  I  Commission  Telephone  Cases  411. —  Kd. 
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minimum  bill. 

The  respondent  asks  also  to  be  permitted  to  provide  in 
its  rate  schedule  for  a  minimum  meter  charge  of  $0.50  per 
month. 

It  is  claimeil  that  many  consmuers  connected  with  the  re- 
spondent's mains  use  so  little  gas  that,  instead  of  making 
any  contribution  towards  a  return  upon  the  plant  invest- 
ment, they  are  a  source  of  actual  loss  to  the  respondent. 

If  gas  were  delivered  to  the  consumer  at  the  holder,  and 
paid  for  upon  deliverj^  it  might  perhaps  be  said  that  it  cost 
no  more  per  unit  to  supply  the  small  consumer  than  the 
large.  To  make  delivei*y  to  the  consumers,  however,  mains 
must  be  laid  through  the  streets,  service  pipes  must  be  laid 
connecting  these  mains  with  the  premises  of  consumers, 
and  meters  must  be  put  in  to  measure  the  gas  supplied. 
Even  if  the  mains  are  regarded  as  a  part  of  the  general 
l)lant,  the  burden  of  carrying  which  may  fairly  be  imposed 
upon  the  general  public  in  proportion  to  the  gas  which  they 
use,  yet  the  service  pipe  and  the  meter  are  investments 
made  for  the  accommodation  of  particular  premis<^s,  and  a 
sufficient  profit  must  be  made  upon  the  business  done  with 
those  premises  to  pay  interest,  deprmation  and  taxes  upon 
those  investments,  or  there  will  be  a  loss  to  the  utility  on 
account  of  that  connection. 

So  also  in  large  degree  the  volume  of  the  general  expen- 
ditures of  the  utility,  aside  from  manufacturing,  depend 
rather  upon  the  numlx^r  of  consumers  served  than  upon  the 
quantity  of  gas  sold.  Each  month  each  customer's  meter 
must  be  read,  his  consmnption  reported  to  the  office,  a 
proper  charge  made  therefor,  a  bill  rendereil  and  collecte<l, 
and  the  proper  credit  given;  employees  must  also  be  kept 
to  attend  to  complaints  made  by  consumers;  from  time  to 
time  meters  must  be  inspectinl;  current  repairs  must  be 
made  to  meters  and  services ;  and  many  other  expenditures 
must  be  incurred  which  are  ordinarily  designated  as  *^  con- 
sumer costs  "  because  said  to  depend  upon  the  number  of 
consumers  rath(»r  than  upon   the  volume  of  output.     In 
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short,  each  consumer  requires  the  opening  of  a  separate 
business  account  upon  the  books  of  the  utility,  and  re- 
quires each  month  a  portion  of  the  time  of  a  considerable 
number  of  persons  employed  in  various  capacities  by  the 
utility. 

These  consumer  costs  amount  in  the  aggreja^ate  to  a  very 
large  sum  annually,  and  an  equitable  proportion  of  the 
same  must  be  paid  by  each  consumer,  in  addition  to  interest 
and  depreciation  on  his  meter  and  service  pipe,  or  he  will 
be  served  at  a  loss  to  the  utility,  which  must  in  turn  be 
made  up  by  other  rate  payers. 

The  following  table  has  been  prepared  showing  the  gas 
sales  in  Manchester  for  the  year  ending  November  30,  1913 : 

ANALYSIS  OF  GAS  SALES. 
Year  Ending  November  30,  1913. 


Per  cent. 

Meter 

Con- 

of  con- 

P^  cent 

reading 

Bills 

sHtnp'ion 

Cumulative 

i^umplion 

oj  hills 

0 

7 
3 

.522 
275 

'  '  '  327 '.  5 

* '327.5 

5.8 

100 

'.ii 

2.5 

200 

4 

,119 

823.8 

1,151.3 

.  50 

3.1 

soo 

4 

570 

1,371.0 

2,522.3 

1.10 

3.5 

400 

5 

22S 

2,091.2 

4,613.5 

2.01 

4.0 

500 

5 

,591 

2 , 795 . 5 

7,409.0 

3.23 

4.3 

600—  1,000 

30 

955 

25.125.4 

.32,534.4 

14.20 

23.8 

1,000—  2,000 

3S 

,156 

56 , 507 . 2 

89,041.6 

38 .  88 

29.3 

2,100—  3,000 

16 

,114 

39.885.8 

128,927.4 

56.30 

12.4 

3,100—  4,000 

6 

,553 

22,804.5 

151,731.9 

6r» .  25 

5.0 

4,100—  5,000 

2 

,995 

13.454.5 

165,186.4 

72.13 

2.3 

5,100—10,000 

3 

.R67 

25 , 868 . 7 

191,055.1 

83.43 

2.9 

10,100—20,000 

932 

12.651.7 

203 , 706 . 8 

88 .  95 

.71 

20,100—30,000 

202 

4,870.2 

208.577.0 

91.08 

.15 

30,100—40.000 

96 

3,286.7 

211.863.7 

92.51 

.07 

40,100—50,000 

19 

825. 1 

212,688.8 

92.87 

.01 

Amoakeag  Mills: 

1912,  Decembpr 

1 

1,787.1 

214 

475.91 

1913,  January 

1 

1,903.1 

216 

379 . 0 

1913,  Febrnary 

1 

1,496.7 

217 

875 . 7 

1913.  March 

1 

1,471.6 

219 

,347 . 3 

1913,  April 

1 

1,306.5 

220 

653 . 8 

1913,  May 

1 

1,2«4.0 

221 

937.8 

7.13 

191.3,  June 

1 

1,194.1 

223 

131.9 

1913.  July 

1 

1,111.6 

224 

243.5 

1913.  August 

1 

909.7 

225 

153.2 

1913,  September 

1 

1,167.7 

226 

320.9 

1913.  October 

1 

1,413.9 

227 

.734.8 

1913,  November 

1 

1,357.9 

229 

092. 7J 

While  it  would  be  erroneous  to  assume  that  none  of  the 
meters  showing  very"  low  consumption  in  any  month  showed 
sufficiently  large  consumption  in  other  months  to  render  the 
connections  remunerative,  it  is  undoubtedly  true  that  the 
respondent  is  supplying  gas  to  a  large  number  of  consum- 
ers whose  use  of  the  service  is  so  slight  that  they  pay  less 
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than  the  cost  of  supplying  such  service.    Respondent's 

counsel,  in  their  brief,  claim  that  the  minimum  cost  of  carry- 
ing each  consumer,  without  making  any  allowance  for  gas 
used,  is  sixty-seven  cents  per  month. 

This  result  is  reached  by  figuring  interest  and  deprecia- 
tion and  taxes  upon  meter  and  service  values,  upon  33  per 
cent,  of  street  main  value,  and  upon  25.6  per  cent,  of  office 
equipment  value,  and  interest  and  taxes  upon  25.6  per  cent, 
of  working  capital,  and  by  assessing  also  upwDn  each  meter 
its  pro  rata  share  of  the  following  expenses, —  all  of  *^  com- 
plaint," '*  distribution  oflBce,"  ^*  gratuitous  work,"  **  re- 
pairs services,"  **  repairs  meters,"  **  setting  and  remo\^ng 
meters,"  and  **  collections,"  50  per  cent,  of  '*  distribu- 
tion," 33  per  cent,  of  '*  repairs  mains  "  and  **  street  mains 
abandone<l,"  18  per  cent,  of  **  expense  "  and  '*  new  busi- 
ness," and  85  per  cent,  of  "  other  commercial  expense." 

The  percentages  used  are  said  to  have  been  adopted  from 
a  case  determined  by  the  Wisconsin  Commission,  and  the 
items  of  plant  value  usc\l  are  those  testified  to  by  Mr.  Mc- 
Clellan,  with  a  proportional  part  of  the  $240,000  claimed  for 
going  value  added. 

Less  values  than  those  testified  to  by  Mr.  McClellan 
would  be  used  in  working  out  the  problem,  as  the  result  of 
our  finding  as  to  value ;  but  no  changes  in  the  items  used 
would  suflBciently  change  the  result  to  bring  the  minimum 
obtained  as  the  result  of  the  computation  below  fifty  cents 
per  month,  if  the  same  percentages  were  to  be  used  and 
were  to  be  applied  to  the  same  items.  Whether  that  should 
be  done  is  accordingly  the  question  to  be  considered. 

It  is  by  no  means  easy  to  determine  just  w^hat  expenses 
should  be  regarded  as  consumer  costs  for  the  particular 
purpose  of  fixing  a  minimum  meter  charge.  If  all  costs  in- 
cident to  the  distribution  of  gas  from  the  holder  to  the  indi- 
vidual consumers,  and  to  the  collection  of  pay  therefor,  in- 
cluding all  general  exi>enses  incident  to  the  relations  be- 
tween the  utility  and  its  patrons,  or  incident  to  attempts  to 
facilitate  distribution  by  securing  new  patrons,  were  to  be 
regarded  as  consumer  costs  for  such  purpose,  and  assessed 
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pro  rata  upon  meters  in  service,  it  would  result  in  a  mini- 
mum bill  which  would  be  prohibitive  to  many  consumers 
desiring  a  very  limited  service. 

It  would  not  benefit  the  utility  to  cut  off  all  such  con- 
sumers. Many  of  the  costs  mentioned  are  incident  to  any 
distribution  of  gas,  and  must  continue  to  be  met  regardless 
of  whether  the  consumers  are  many  or  few.  The  loss  of 
any  consumer  is  injurious  to  the  utility  if  that  consumer 
yields  a  sufficient  revenue  to  pay  a  little  more  than  the  ex- 
pense which  his  particular  connection  with  the  utility 
causes.  It  would  seem,  therefore,  that  in  fixing  a  minimum 
bill,  in  such  a  case  as  this,  the  aim  should  be  to  fix  such  an 
amount  as  will  assure  the  utility  against  loss  by  reason  of 
the  connection  of  any  consumer,  assuming  the  utility  in 
existence  as  a  manufacturer  and  distributor  of  gas,  with  its 
mains  in  the  streets  ready  to  meet  the  demand  of  those  de- 
siring gas  serv^ice. 

Irrespective  of  the  very  small  consumers,  the  plant  would 
have  come  thus  into  existence,  and  the  utility  would  have 
had  to  meet  in  large  part  the  same  costs  incident  to  the 
business  of  distribution  which  it  now  meets.  If  the  very 
small  consumers  were  cut  off,  it  would  still  be  subject  to 
those  costs.  They  are  costs  incident  to  the  gas  business, 
and  only  in  that  sense  can  the  small  consumer  be  said,  in 
some  part,  to  cause  the  same. 

This  is  recognized  by  inference  at  least  in  the  respond- 
ent's computation.  Only  one-third  of  the  investment  in 
mains  is  charged  against  consumers  in  the  respondent's 
computation,  and  18  per  cent,  of  new  business.  Other  per- 
centages have  been  noted.  It  would  be  manifestly  unfair  to 
charge  against  the  small  consumer  as  much  of  the  mains  in- 
vestment as  against  the  consumer  who  uses  them  many 
times  more  than  he.  But  all  of  the  apportionments  are 
arbitrary,  and  the  only  reason  for  taking  any  percentage 
less  than  one  hundred  in  respect  to  some  of  them  seems  to 
be  to  avoid  arriving  at  a  minimum  charge  which  would  be 
so  unreasonably  high  as  to  discourage  the  connection  of 
small  consumers. 
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Any  computation  for  the  purpose  of  determming  the  mini- 
mum cost  of  each  meter  connection  must  contain  more  or 
less  of  such  arbitrary  assumptions,  unless  all  costs  incident 
to  the  business  of  distribution  are  included.  But  it  would 
seem,  as  before  stated,  that  if  the  minimum  bill  is  computed 
to  cover  merely  those  costs  which  may  be  said  to  vary 
largely  with  the  number  of  cx)nsumers,  it  would  assure  the 
utility  against  loss  caused  by  the  taking  on  of  consumers, 
and  yet  make  gas  service  available  to  the  greatest  number 
possible,  which  we  believe  to  be  good  public  policy. 

The  computations  shown  in  the  tables  printed  below  have 
been  made  wath  that  end  in  view. 

Table  I  shows  the  reproduction  cost  of  meters  in  service, 
as  taken  from  the  Sloan,  Huddle,  Feustel  and  Freeman  in- 
ventory. 

Table  II  shows  the  taxes,  depreciation  ami  interest  on 
such  meters  and  the  service  pipes  connected  therewith,  the 
total  reproduction  cost  of  all  services,  as  shown  by  said 
inventory,  being  distributcxl  to  the  meters  in  service.  The 
average  cost  of  the  service  connection  to  each  meter  is  thus 
found  to  be  $6.40.  Taxes  are  computed  at  the  1913  rate; 
depreciation  at  4  i)er  cent,  upon  the  meters  and  2  per  cent, 
upon  the  service  i)ii)es ;  interest  is  computed  at  6  per  cent. 

Table  III  shows  the  proportion  of  various  classes  of  oper- 
ating charges  which  we  have  thought  should  fairly  be  as- 
sessed upon  the  meters  pro  rata  for  the  i)urpose  of  fixing 
minimmn  charges.  In  this  table  the  items  for  **  repairs  ser- 
vices,'' **  repairs  meters,"  and  **  setting  and  removing 
meters  "  have  been  taken  at  the  average  amount  for  four 
and  one-half  years  prior  to  June  30,  19.13.  The  *'  expense 
collection  "  item  has  been  taken  at  $1,500,  the  respondent 
having  offered  evidence  that  the  item  would  be  reduced  to 
that  amount  if  discount  for  prompt  pajTuent  w-ere  provide<l 
in  the  rate  schedule. 

It  will  be  noted  that  while  in  the  computation  of  fixed 
charges  the  varying  investment  in  the  various  sizes  of 
meters  has  been  recognized,  it  is  impossible  to  adopt  a  simi- 
lar basis  of  distributing  other  costs  which  should  be  pro- 


.  Digitized  by  LjOOQIC 


HoBART  PiLLSBURY  et  al.  V.  People's  Gas  Light  Co.     711 
C.  L.  32] 

vided  for  in  the  miniinum  charge,  altliough  such  costs  un- 
doubtedly vary  to  some  extent.  It  is  believed,  however, 
that  an  equal  distribution  of  such  other  costs  among  all  the 
meters  in  service  is  not  unfair.  Accordingly,  the  unifonn 
consumer  charge  of  12.2  cents  per  meter,  shown  by  Table  II, 
has  been  added  to  the  varying  fixed  charges  shown  by  Table 
III  to  arrive  at  the  total  cost  per  meter  per  month  of  the 
various  sizes.    Such  total  cost  is  shown  bv  Table  IV. 


TABLE  I. 

SHOWING  COST  OP  METERS  IN  S 

Sire  of  meters 

Xumber  of  mfterit               Cotit  per  mef^r 

3  light 

3,100 

16.75 

5  light 

7,662 

7.tm 

10  light 

368 

10.12 

20  light 

82 

14.7)0 

30  light 

84 

19.04 

45  light 

9 

29.19 

r.O  light 

43 

32.  OK 

60  light 

5 

37 .  33 

80  light 

.   C 

51.08 

100  light 

30 

58.90 

150  light 

7 

88 . 4.-) 

200  light 

1 

116.65 

250  light 

1 

140.95 

TotiJ  cost 

$20,925.00 

61, 220.  (K) 

3 . 725 . 00 

1 , 189 . 00 

1,650  00 

263.00 

1,379.00 

187.00 

306.00 

1 , 767 . 00 

619.00 

117.00 

150.00 


11,398  $1)3,497.00 


TABLE  II. 

SHOWING    CONSUMER   FIXED   CHAR(;eS. 

Taxes 

Depreciation 

Interest 

<?V»/»  /»/    ^ 

Total 

Monthly 

01Z6  OJ     ^ 

meter 

Meters 

Services 

Meiers 

Services 

Meters 

Services 

cost 

cost 

3  light 

SO. 114 

$0,108 

$0.27 

$0,128 

$0,405 

$0  384 

$1,409 

$0,117 

5  light 

.135 

.108 

.319 

.128 

.479 

.384 

1.553 

.129 

10  light 

.172 

.108 

.405 

.128 

.607 

.384 

1.804 

.149 

20  light 

.246 

.108 

.58 

.128 

.87 

.384 

2  316 

.193 

30  light 

.333 

.108 

.785 

.128 

1.178 

.384 

2.916 

.243 

45  light 

.495 

.108 

1.17 

.128 

1 .751 

.384 

4.036 

.336 

50  light 

.534 

.108 

1.283 

.128 

1.924 

.384 

4.361 

363 

60  light 

.633 

.108 

1.493 

.128 

2.239 

.384 

4.985 

.415 

80  light 

.879 

.108 

2.043 

.128 

3.064 

.384 

6.606 

.550 

100  light 

1.00 

.108 

2.356 

.128 

3.534 

.384 

7.51 

.626 

150  light 

1.50 

.108 

3.538 

.128 

5.457 

.384 

11.115 

.926 

200  light 

1.98 

.108 

4.666 

.128 

7.00 

.384 

14.266 

1.189 

250  light 

2.54 

.108 

6.00 

.128 

8.997 

.384 

18.157 

1.513 
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TABLE  III. 

SHOWING 

OPERATING   CONSUilER  COSTS. 

Amount  yeAr 
ending  June 

Per  cent. 

aAccowU 

oj  vrhote 

30,  1913 

Digtrihution: 

Distribution    

25 

$677.77 

Complaint  expense    

50 

731.00 

Distribution  office   expense . . 

50 

477.25 

Gratuitous  work   

50 

1,451.37 

Repairs  mains   

Reoairs  services 

ioo 

1,987! 45 

Repairs  meters    

100 

3,502.08 

Setting   and   removlni?  meters 

100 

2,432.77 

Street  mains  aban<]oned  .... 

$11,259 

TOTAL   

69 

Comm'Trialr 

Commercial  expense   

100 

$762.00 

Expense  collection    

100 

1.500.00 

Kxpense  office   

15 

773.37 

Office  salaries    

15 

1,511.03 

Uncollectible  bills 

100 

936,70 

5,483. 

\,    JiAl-X^' *V  \-  i»A  IZ*  V»         fc/***%3          ••■••■■      ■• 

TOTAL   

10 

TABLE  IV. 

* 

$16,742 

"to 

SHOWING  TOTAL 

CONSUMER  COSTS. 

Other 

Size  of  meter                     Fixed  charges 

consumer  cog's 

Total  charges 

3  light 

.117 

.122 

.239 

5  light 

.129 

.      joo 

.251 

10  light 

.149 

:i22 

.271 

20  light 

.193 

.122 

.315 

30  light 

.243 

.122 

.365 

4.5   light 

.336 

.122 

.458 

r»0  light 

.363 

,122 

.485 

60  light 

.415 

.122 

.  537 

80  light 

.  550 

.122 

,672 

100  light 

.626 

.122 

.748 

150  light 

.926 

.122 

1 

.048 

200  light                             1 

.189 

.122 

1 

.311 

250  light                             1 

.513 

.122 

1 

.635 

It  would  appear  that  the  amounts  indicated  in  Table  IV 
above  would  make  an  adequate  minimum  charge  in  respect 
to  each  class  of  meters,  were  no  use  whatever  made  of  gas, 
but  if  they  were  adopted  the  amounts  paid  thereunder  would 
not  suflBce  to  pay  any  portion  of  the  output  cost  for  gas  actu- 
ally used  through  the  meters  upon  which  minimum  charges 
were  paid.  Either  the  minimum  bill  must  be  made  sufficiently 
large  to  cover  the  use  of  gas  through  meters  affected  by  the 
minimum  bill,  or  the  utilities  must  charge  for  gas  used  in 
addition  to  the  minimum  charge.  This  latter  course  is  not 
deemed  practicable.  Accordingly,  w^e  have  aimed  to  con- 
struct a  schedule  of  minimum  charges  which  shall  recognize 
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the  varying  investment  in  meters  and  services,  and  shall  be 
sufficient  to  pay  the  consumer  costs  showTi  in  the  above 
tables,  and  to  pay  as  well  for  the  average  quantity  of  gas 
used  by  meters  affected  by  the  minimum. 

In  making  this  schedule  we  have  carefully  considered  all 
available  data  which  would  throw  any  light  upon  the  quan- 
tity of  gas  used  monthly  by  the  consumers  who  will  be 
affected  by  th«  nunimum,  and  we  have  considered  also  the 
fact  that  many  of  the  smaller  meters  are  shown  to  be  in  tene- 
ment house  blocks  and  in  office  buildings,  so  that  the  invest- 
ment in  service  connections  is  somewhat  less  than  the 
amount  used  in  making  the  computation  in  Table  III. 

It  is  recognized  that  by  strict  reasoning  it  can  be  shown 
that  some  part  of  the  return  on  working  capital,  and  some 
part  of  other  costs  not  included  in  the  computations  above 
shown,  ought,  as  between  the  consumers,  to  be  provided  for 
in  the  minimum  bill ;  but  on  the  other  hand,  interest,  depre- 
ciation and  taxes  have  been  computed  on  the  cost  of  repro- 
duction new  of  meters  and  services,  instead  of  upon  the 
present  value  thereof. 

We  are  satisfied  that  the  schedule  of  minimum  charges 
set  forth  below  will  protect  the  respondent  against  loss, 
and  that  it  is  as  equitable  as  between  the  consumers  as 
any  that  can  be  devised.  It  does  not  varj^  greatly  from 
similar  schedules  fixed  in  various  cases  by  the  AVisconsin 
Commission,  except  that  the  minimum  for  meters  of 
greater  capacity  than  twenty  lights  is  not  carried  above  the 
twenty  light  minimum.  This  is  because  actual  experience, 
as  shown  by  the  testimony  of  respondent's  manager,  proves 
that  a  minimum  charge  for  the  larger  meters  is  not  neces- 
sary. See  Racine  v.  Racine  Gas  Licfht  Company,  6  W.  E. 
C.  Rep.  313;  Neenah  v.  Wisconsin  Light,  Heat  and  Power 
Company,  7  W.  R.  C.  Rep.  492 ;  Application  La  Crosse  Gas 
and  Electric  Company,  8  W.  R.  C.  Rep.  201 ;  Meyer  et  al.  v. 
Sheboygan  Gas  Light  Company,  9  W.  R.  C.  Rep.  467. 

The  respondent  may  adopt  a  schedule  of  minimum 
monthly  meter  charges  as  indicated  by  the  following  table, 
which  charges  we  find  to  be  just  and  reasonable. 
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TABLE   OF  MINIMUM  METER   CHARGES. 

MonUdu 

Size  of  rneter  minimum  charge 

3  light  meter 

5  light  meter 

10  light  meter .40 

20  light  meter  and  over -'^0 


\       $0.30 


The  adoption  of  this  schedule  of  minimum  charges  will 
have  the  effect  of  reducing  somewhat  the  respondent's  oper- 
ating expense,  and  will  produce  a  reasonable  increase  in 
revenue  from  a  class  of  consumers  who  have  heretofore 
paid  less  than  it  lias  cost  to  serve  them. 

THE  EFFECT  OF  RATE  REDUCTIOX  ON  OUTPUT. 

It  is  reasonably  to  be  expected  that  a  reduction  in  rate 
will  operate  to  increase  the  respondent's  output  to  a  con- 
siderable extent.  The  output  was  decreasing  in  the  two 
years  prior  to  the  reduction  in  rate  made  in  1899,  but  from 
that  time  it  increased.  The  increase  in  recent  years  has 
been  marked.  This  should  doubtless  in  part  be  attributed 
to  growth  in  the  population  of  Manchester,  and  in  part  to 
the  fact  that  the  use  of  gas  is  changing,  and  that  it  is  com- 
ing to  be  used  more  largely  for  cooking  and  other  domes- 
tic uses,  as  distinguished  from  lighting.  That  a  reduction 
in  price  \nll  encourage  these  new  uses  would  seem  not 
doubtful.  In  view  of  the  steady  and  large  increase  in  the 
past,  under  the  })resent  rate,  we  think  it  may  be  safely  as- 
sumed that  under  a  lower  rate  very  substantial  further  in- 
creases in  output  may  be  made. 

FINAL  CONCLUSION. 

We  find  that  the  respondent's  present  flat  rate  of  $1.10 
per  thousand  cubic  feet  is  unjust  and  unreasonable,  and 
that  a  just  and  reasonable  maximum  net  rate  for  gas  in  the 
city  of  M^uichester  does  not  exceed  $1.00  per  thousand  cubic 
feet.  At  tills  rate  we  find  that  the  earnings  of  the  respond- 
ent's properties  ^^all  be  sufficient  to  pay  all  operating,  ex- 
penses, provide  for  depreciation,  and  give  a  net  return  on 
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the  capital  invested  of  somewhat  more  than  $54,000  annu- 
ally. At  a  rate  of  $0.90,  or  even  $0.95  per  thousand  cubic 
feet,  we  fear  that  a  net  return  of  $54,000  could  not  be 
earned. 

An  order  will  issue  requiring  the  respondent  to  establish 
said  net  rate,  the  same  to  be  in  effect  after  July  1,  1914. 
For  the  purpose  of  establishing  a  discount  for  prompt  pay- 
ment, however,  the  respondent  will  be  permitted  to  bill  all 
gas  consumed  at  a  gross  rate  of  $1.10  per  thousand  cubic 
feet,  but  each  consumer  shall  be  allowed  a  discount  of  $0.10 
per  thousand  feet  if  payment  is  made  within  such  number 
of  days  after  his  bill  falls  due,  not  less  than  ten,  as  the  re- 
spondent may  by  rule  allow. 
NiLEs  and  Worthbn,  Commissioners,  concurred. 

Order  No.  315. 

Upon  the  foregoing  report,  which  is  made  a  part  hereof, 

It  is  ordered,  That  the  People 's  Gas  Light  Company,  a  pub- 
lic utility  operating  a  gas  plant  in  the  city  of  Manchester, 
shall  not  collect  any  greater  net  rate  or  charge  for  gas  sup- 
plied subsequent  to  June  30,  1914,  than  $1.00  per  thousand 
cubic  feet,  which  said  rate  is  hereby  determined  and  fixed  as 
the  maximum  net  rate  to  be  charged  in  said  city  by  said  public 
utility;  provided,  however,  that  said  public  utility  may  bill 
all  gas  consumed  at  a  rate  of  $1.10  per  thousand  cubic  feet, 
and  may  demand  and  collect  that  rate,  unless  payment 
therefor  shall  be  made  within  such  number  of  days  after 
payment  becomes  due,  not  less  than  ten,  as  said  public  util- 
ity, by  rule  to  be  approved  by  this  Commission,  shall  allow; 
and,  provided  further,  that  said  public  utility  may  estab- 
lish a  schedule  of  monthly  minimum  meter  charges  of  thirty 
cents  per  month  for  three  and  five  light  meters,  forty  cents 
per  month  for  ten  light  meters,  and  fifty  cents  per  month 
for  meters  of  twenty  light  capacity  and  upwards,  and  may 
collect  from  any  consumer  served  the  monthly  minimum 
applicable  to  such  consumer's  meter,  for  any  month  in  which 
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the  bill  for  gas  used  through  said  meter,  at  the  net  rate  fixed 
by  this  order,  would  otherwise  be  less  than  said  minimum, 

And  it  is  further  ordered,  That  any  rule  providing  for  the 
Dilling  of  gas  at  $1.10  per  thousand  cubic  feet  with  a  dis- 
count for  prompt  payment  to  the  net  rate  fixed  by  this 
order,  shall  be  filed  with  and  approved  by  this  Commission 
before  the  same  shall  take  effect,  and  that  until  such  rule 
shall  be  so  filed  and  approved,  said  public  utility  shall  not 
demand  or  collect  from  any  consumer  any  rate  or  charge 
for  gas  supplied  subsequent  to  June  30,  1914,  in  excess  of 
said  net  rate  ; 

And  it  is  further  ordered,  That  no  minimum  charge  al- 
lowed hereby  shall  be  demanded  or  collected  until  this  order 
shall  have  taken  effect,  and  until  said  public  utility  shall 
have  amended  its  rate  schedule  on  file  with  this  Commission 
to  conform  thereto ; 

And  it  is  further  ordered.  That  this  order  shall  take  effect 
on  July  1, 1914,  and  shall  continue  in  force  until  suspended, 
modified  or  set  aside  by  this  Commission,  or  until  the  same 
shall  cease  to  be  in  effect  by  limitation  of  law. 

By  order  of  the  Public  Service  Commission,  this  tenth  day 
of  June,  1914. 
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OHIO. 

The  Public  Utilities  Commission. 

The  Union  Laundry,  M.  P.  Kline,  Manager  and  Owner, 
Mansfield,  Ohio,  v.  The  Mansfield  Gas  Light  Com; 
PANY,  A  Public  Service  Corporation,  Doing  Business 
IN  Mansfield,  Richland  County,  Ohio. 
P.  S.  C.  No.  570. 

Dated  June  12,  1914, 
Prerious  Order  Besdnded  upmi  Beheaxiiig. 

Order. 

This  case*  came  on  for  rehearing  upon  defendant's  ap- 
plication, and  the  same  was  reheard,  and  it  appearing  from 
newly  discovered  evidence  introduced  at  this  rehearing  that 
complainant  is  using  gas  for  domestic  purposes  in  connec- 
tion with  his  use  of  gas  for  power  purposes. 

It  is,  therefore,  ordered.  That  the  order*  entered  herein 
on  the  fourteenth  day  of  October,  1913,  be  and  the  same  is 
hereby,  rescinded,  revoked  and  held  for  naught. 

Dated  at  Columbus,  Ohio,  this  twelfth  day  of  June,  1914. 


In  the  Matter  of  the  Appeal  of  the  Bucyrus  Light  and 
Power  Company  from  an  Ordinance  Passed  by  the 
City  of  Bucyrus,  Establishing  the  Rates  to  be 
Charged  for  Electric  Current  Furnished  for  Light- 
ing AND  Power  Purposes  in  Said  City  of  Bucyrus. 
P.  S.  C.  No.  590. 

Dated  June  23,  1914. 
Valuatioii  Fixed  by  Commlssioii  Made  FinaL 

Order. 
The  Commission  having  completed  the  valuation  of  the 
property  of  the  Bucyrus  Light  and  Power  Company,  f  and 

♦  The  order  in  this  case,  dated  October  14,  1913,  was  printed  in  Com- 
mission Leaflet  No.  24,  at  page  653. —  Ed. 

t  The  Commission's  findings  as  to  the  value  of  the  property  are  printed 
in  Commission  Leaflet  No.  31,  at  page  246. —  Ei>. 
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notice  stating  the  valuations  placed  upon  the  several  kinds 
and  dasses  of  property  of  said  oompanj  and  upon  the  prop- 
erty of  said  company  as  a  whole,  having,  on  the  fifteenth 
day  of  May,  1914^  been  given  to  said  company  and  to  the 
city  of  Bucyrus  by  roistered  letter;  and  said  the  Bncyrus 
Light  and  Power  Company  having  on  the  thirteenth  day  of 
June,  1914,  filed  its  protest  against  such  valuations ;  and  the 
Commission  having  fixed  the  twenty-third  day  of  June,  1914, 
as  the  tiDie  for  hearing  said  protest  and  for  considering  at 
sudi  hearing  any  matter  material  thereto  presented  by  said 
company  in  support  of  its  protest  or  by  any  representative 
of  the  public  against  such  protest ;  and  this  case  having  this 
day  come  on  for  hearing  upon  said  protest  and  said  com- 
pany having  failed  to  offer  any  matter,  material  or  other- 
wise, in  support  of  said  protest ;  and  the  Commission  being 
of  the  opinion  that  its  inventory  is  complete  and  accurate 
and  its  valuation  correct,  therefore, 

//  is  ordered.  That  the  valuation  placed  by  the  Commis- 
sion upon  the  several  kinds  ami  classes  of  property  of  said 
the  Bucyrus  Light  and  Power  Company  and  upon  the  prop- 
erty of  said  company  as  a  whole,  be  and  the  same  are  hereby, 
made  final. 

//  is  further  ordered^  That  the  further  hearing  of  this 
case  be,  and  it  is  hereby  adjourned,  to  Wednesday,  the 
first  day  of  July,  1914,  at  10  o'clock  a.  m.  in  the  hearing 
room  of  the  Commission,  third  floor.  New  First  National 
Bank  Building,  Columbus,  Ohio. 

Dated  at  Columbus,  Ohio,  this  twenty-third  day  of  June, 
1914. 
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The  Public  Service  Commission. 

In  re  Petition  of  the  Consolidated  Water  Company  for 
Process  to  Prevent  the  Borough  of  Coudersport 
FROM  Constructing  and  Operating  a  Water  Plant  in 
^AiD  Borough  Without  Obtaining  the  Approval  of 
T^E  Commission. 

Application  Docket  No.  11. 

Submitted  February  3,  1914  — Decided  AprQ  22,  1914. 

PaWc  Ckmvwileiica  and  Keoeastty — Approyal  of  CommisBloii  Necessary  to 
Oonstnictloii  of  Waterwoifcs  Plant  by  ManldpaUty. 

Held:  That  inasmuch  as  the  Borough  of  Coudersport  had  not  secured 
from  the  Commissioner  of  Health  of  the  Commonwealth  a  permit  for  the 
construction  of  a  waterworks  plant,  certain  other  steps  looking  toward 
such  construction  were  of  no  avail  to  place  the  borough  in  the  position  of 
having  a  waterworks  plant  "by  authority  of  law,  in  process  of  construc- 
tion "  at  the  time  when  the  Public  Service  Company  Law  became  eflPective, 
and,  consequently,  before  proceeding  to  construct  such  a  plant,  the  bor- 
ough must  obtain  the  approval  of  the  Commission.* 


•  Editor's  syllabus. 
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WISCONSIN. 

Railroad  Commission. 

In  re  Application  of  the  Gilmanton  Mill  and  Electric 
Plant  for  Authority  to  Increase  Bates. 

No.  U— 289. 

Bedded  March  16,  1914. 

Increase  in  Bates  —Hours  of  Service  —  Flat  Bate  and  Meter  Service  —  Cost 
of  Installation  of  Meters. 

The  Gilmanton  Mill  and  Electric  Plant  applies  (1)  for  authority  to  in- 
crease its  rates  by  the  adoption  of  such  a  schedule  as  the  Commission  may 
deem  reasonable  and  just,  and  (2)  to  be  relieved  from  the  necessity  of  sup- 
plying meters  free  of  cost  to  consumers,  until  such  time  as  the  financial 
condition  of  the  utility  will  permit  it  to  own  and  furnish  meters.  The  utility 
furnishes  continuous  service,  except  for  a  few  hours  each  day  when  a 
storage  battery  used  in  connection  with  a  hydraulic  generator  is  being 
charged,  and  it  appears  that  some  of  the  flat  rate  consumers  permit  their 
lamps  to  remain  turned  on  at  all  times.  All  consumers  on  a  metered  basis 
have  furnished  their  own  meters.  Accurate  records  of  the  operating  ex- 
pense of  the  plant  are  not  available. 

Held:  1.  Before  the  present  rates  are  revised  more  experience  in  the 
operation  of  the  utility  should  be  obtained  to  show  what  business  may  be 
secured  and  at  what  cost. 

2.  In  view  of  the  uncertainty  as  to  whether  the  revenues  resulting  from 
the  present  rates  will  be  adequate  to  meet  the  needs  of  the  plant  it  is 
not  advisable  to  require  the  utility  to  increase  its  investment  by  acquiring 
meters  in  use  or  by  furnishing  those  to  be  installed  in  the  future. 

3.  The  utility  is  entitled  to  have  a  rule  limiting  the  use  of  lamps  on  a 
flat  rate  to  a  reasonable  use. 

It  is  ordered:  (1)  That  such  part  of  the  case  as  relates  to  a  higher  rate 
for  service  be  dismissed  for  the  present;  (2)  that  the  utility  be  exempted 
from  the  necessity  of  supplying  meters  at  its  own  expense;  (3)  that  rules 
regulating  the  use  of  all  night  lights  and  flat  irons  in  line  with  the  views 
expressed  in  the  opinion  may  be  filed  with  the  Commission  for  approval; 

(4)  that  after  such  rules  have  been  filed  and  approved  the  utility  may 
require  violators  of  the  rules  to  install  meters  at  their  own  expense; 

(5)  that  the  utility  may  require  all  parties  using  electric  fans  or  other 
power  devices  to  install  meters  at  their  own  expense.* 


*  Syllabus  of  the  Commission. 
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ing Rates  and  Service  at  Fort  Edward  and 
Vicinity.    Case  No.  4293.    Decided  July  2,  1914.  794 

Oklahoma.  W.  £.  Condreay  et  aL  v.  Independent  Telephone 
Company  of  Cestos..  Case  No.  2022  — Order 
No.  830.    Decided  July  1,  1914 797 
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In  the  Matter  of  the  Application  of  the  Home 
Telephone  and  Telegraph  Company  of  Sonthem 
Oregon,  for  Authority  to  Increase  Rates  in  the 
Exchange  of  Gold  Hill,  Oregon.    File  U-F  — 53. 

In  the  Matter  of  the  Application  of  the  Home 
Telephone  and  Telegraph  Company  of  Sonthem 
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phone Company.  Complaint  No.  1647.  De- 
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In  the  Matter  of  the  Investigation  into  the  Rates, 
Charges  and  Practices  of  the  Cheyenne  Valley 
Electric  Telephone  Company  of  Wall,  South 
Dakota.  Complaint  No.  1647.  Decided  July  7, 
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In  the  Matter  of  Units  of  Valna  to  be  Used  in  the 
Physical  Valuation  of  Telephone  Property.  No. 
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Wisconsin.  In  the  Matter  of  the  Application  of  the  Coloma 

Telephone  Company  for  Authority  to  Increase 

Rates.    U  — 321.    Decided  June  20, 1914 834 

In  the  Matter  of  the  Application  of  the  Eleva 
Farmers  Telephone  Company  for  Authority  to 
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'VBIscoiudiL  Hawkins  Greek  Telephone  Company  and  Westford 
(Continued)  Telephone  Company  v.  Badger  Telephone  Com- 
pany.   U  — 324.    Deeided  June  29, 1914 842 

In  re  Application  of  the  Prescott  Telephone  Ex- 
change for  Authority  to  Increase  Rates.  U  —  328. 
Granted  June  30, 1914 858 

In  re  Application  of  the  Mosinee  Telephone  Com- 
pany for  Authority  to  Increase  Its  Rates.  De- 
cided July  6,  1914 859 

In  re  Application  of  the  Marquette  and  Adams 
Connty  Telephone  Company  for  Authority  to  In- 
crease Rates.    Decided  July  16, 1914 864 

Canada.  *  In  the  Matter  of  the  Application  of  the  Byron 
Telephone  Company,  Limited,  under  Section  355- 
360  of  the  Railway  Act,  for  an  Order  Fixing  the 
Rates  and  Tolls  to  be  Charged  by  the  Applicant 
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Canada  on  the  Interchange  of  Business  between 
the  Said  Two  Companies,  and  Apportioning  the 
Same.  File  No.  3839.9  — Order  No.  21777.  De- 
cided May  2, 1914 867 

Ontario.  In  the  Matter  of  the  Application  of  the  Municipal 
Corporation  of  the  Township  of  Tarbutt  and 
Tarbutt  Additional,  to  Fix  a  Price  to  be  Offered 
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Telephone.  System,  Which  is  Located  within  the 
Corporate  Limits  of  the  Township  of  Tarbutt 
and  Tarbutt  Additional.  P.  F.  1883.  Decided 
March  19, 1914 869 

In  the  Matter  of  the  Application  of  the  Lanark  and 
Carleton  Counties  Telephone  Company,  Limited, 
for  Authority  to  Increase  Its  Charges  to  Share- 
holders for  Telephone  Service  from  $10.00  per 
Annum  to  $12.50  per  Annum.  P.  F.  2300.  De- 
cided April  24,  1914 871 

In  the  Matter  of  the  Application  of  the  Beeton 
Telephone  Company,  Limited,  Under  Section  31 
of  '*  The  Ontario  Telephone  Act,''  for  Leave  to 
Increase  Its  Charges  for  Rural  Telephone  Ser- 
vice.   P.  F.  2299.    Decided  May  20, 1914 873 
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In  the  Matter  of  the  Failure  of  the  Sooth  Bmoe 
Rural  Telephone  Oompany,  Lbnited,  a  Company 
Incorporated  under  ''  The  Ontario  Companies 
Act  "  to  Do  Certain  Acts,  Matters  and  Things 
Required  by  ''  The  Ontario  Companies  Act." 

In  the  Matter  of  *'  The  Ontario  Telephone  Act.'' 
P.  F.  2887.    Decided  May  30, 1914 875 
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(Jommission  Orders,  Bnlings  and  Dooisioni  of  Interest  to  Tele- 
phone and  Telegraph  Oompanies. 

Arisona.  In  the  Matter  of  the  Application  of  Tucson  Oas, 

Electric  Light  and  Power  Oompany  and  Tucson 
Bapid  Transit  Oompany  for  an  Order  Authoriz- 
ing Said  Electric  Light  Company  to  Loan  Said 
Transit  Company  $40,000  and  Take  Its  Notes 
Therefor.     Docket  No.  178.     Decided  June  3, 

1914 879 

In  the  Matter  of  the  Application  of  Nebo  Electric 
Light  and  Power  Oompany  for  a  Certificate  of 
Convenience  and  Necessity.  Docket  No.  87.  De- 
cided June  23,  1914 881 

Oalif  omia.  Oity  of  Monterey  v.  Ooast  Valleys  Gas  and  Electric 
Oompany.  Case  No.  499.— Decision  No.  1630. 
Decided  June  30,  191*4 885 

Oonnectiont.  In  the  Matter  of  the  Petition  of  John  H.  McMnr- 
ray  et  aL  f or  a  Reduction  of  Rates  Charged  for 
Gas  by  the  Bridgeport  Oas  Light  Oompany  of 
Bridgeport.  Docket  No.  773.  Decided  July  13, 
1914 906 


Idaho. 


In  the  Matter  of  the  Application  of  the  Oamas 
Prairie  Railroad  Oompany  for  Permission  to 
Publish  and  Put  into  Effect  on  Less  than  Statu- 
tory Notice  a  Local  Freight  Tariff  Naming  Rate 
on  Telegraph  Construction  Outfit  between  Culde- 
see  and  Grangeville,  Idaho.  Order  No.  134  — 
Case  No.  71.    Decided  June  29,  1914 927 
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Hew  York  —     Supplemental  Petition  of  The  Lawrence  Park  Heat, 
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the    Public    Service  Commissions    Law,   as    to 
Carrying  Two  Electric  Wires  across  the  Pond- 
field  Road  in  the  Village  of  Bronzville.     Case 

No.  4240.    Decided  June  23,  1914 939 

In  the  Matter  of  the  Complaint  of  Mathew  Taylor 
of  Westfield,  Chautauqua  County,  against  South 
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Decided  July  21,  1914 940 

PaniuiylTaiiia.  C.  S.  Gk>erlich  and  J.  J.  Shonk  v.  The  Bethlehem 
City  Water  Company.    No.  123.   Decided  June  2, 

1914 944 

Pennsylvania  Utilities  Company  v.  Lehigh  Naviga- 
tion Electric  Company.  Case  No.  200.  Decided 
July  9,  1914 948 
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number  subscribers  limited  on 843, 853,  857 

reconstruction  to  secure  adequate  service 797-799 
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LOANS :  PAGE, 

authorized  between  subsidiary  companies 879-881 

LOSSES: 

capitalization  of,  not  allowed 906, 917 

early : 

allowance  for  not  made 935 

do  not  make  property  more  valuable 885, 895 

MAINTENANCE: 

discontinuance  of  assessments  for 823-824, 830-831 

equipment,  separate  from  expenses  of  management. 797-799 

rental  basis  instead  of  assessments  for 814, 816-818 

switches,  apportionment  of  expense 843, 853, 857 

MANAGEMENT: 

expense  separate  from  maintenance  of  equipment 797-799 

improvident  contract 797-799 

MESSAGES: 

night,  additional  charge  for 859,  861, 864 

routing : 

conditions  precedent 843,  857 

over  foreign  lines  at  expense  of  subscriber  disapproved . .   797-798 

switching,  compulsory 814, 816-818 

telegraph,  transmitted  by  telephone 721-725,  748 

toll,  subscriber  liable  for  calls  originating  at  his  station 782 

METALLIC  CIRCUIT  SYSTEM: 

rate  schedule  approved 780-781 

MILEAGE  CHABGE: 

additional  to  base  rate 791-792 

MINIMUM  BATES.    See  Rates. 
MUNICIPAL  CORPORATIONS: 

acquisition  of  property  from  another  municipality 869-871 

agreement  in  lieu  of  pole  rental  tax  disapproved  between 

utility  and 740-747 

jurisdiction  limited  by  corporate  limits  of  city 760, 766 

purchase  of  property,  conditions  of  payment 869--871 

rates  fixed  by,  investigated  by  commission 760-767 

NIGHT  MESSAGES: 

additional  charge  for 859, 861, 864 

NON-PAYMENT: 

additional  charge  approved 782, 786, 787 

NON-STOCKHOLDERS : 

discrimination  eliminated  between  stockholders  and. .. .  731-735,816- 

818,  822-825,  864-865 
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NON-STOOKHOLDEBS  —  Continued :  page. 
rates: 

lower  for  stockholders  than 871-872 

reduction  to  eliminate  discrimination 732-735 

NOTES: 

promissory,  taken  for  loan 879-881 

NOTICES: 

advance,  for  changes  of  numbers  on  party  lines 750 

change  of  rate  schedule 794 

rates  put  in  effect  on  less  than  statutory 927-92S 

termination  of  contracts 789 

NUMBEBS: 

change  in,  advance  notice  to  subscribers 750 

OBLIGATIONS: 

disclaimer  of  public 930 

OB8OLES0EN0E: 

allowance  for 898 

not  made 800, 807 

fund  set  aside  for 874-875 

0FFI0EB8: 

free  and  reduced  rate  sendee  continued  under  contracts  made 

prior  to  passage  of  law 776-778 

OFFICES: 

central,  establishment,  value  of  service  not  increased  by 791-793 

separate,  revenue  insufficient  to  maintain 722, 748 

suspension  of  order  to  reopen 749 

''  ONTABIO  COMPANIES  ACT  ": 

compliance  required 875-878 

OPEBATING: 
expenses : 

considered  in : 

determining  rate  increase 740, 745, 863, 865 

rate  fixing 785, 800,810, 910, 923 

discontinuance  of  assessments  for 816, 823-^24, 830-831 

rate  increase  to  cover 834-837, 839-842 

table  showing 900 

revenues : 

considered  in : 

determining  rate  increase 740, 745, 865 

rate  fixing 785,800,810,910 

rate  increase  to  cover 834-83/ 

reduction  of  37j^  justifiable 933 

table  showing  ^^ 
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OPERATORS:  page. 

apportionment  of  switching  fees 843, 853, 857 

salary  snffieient  to  insure  adequate  service 843, 853-854, 857 

ORDERS: 

suspension  of  previous,  opening  telegraph  office 749 

ORGANIZATION: 

allowance  for,  in  rate  fixing 890, 894 

cost,  allowance  for,  not  made 905, 912 

expenses,  considered  in  rate  fixing 804 

ORIGINAL  COST: 

considered  in  rate  fixing 804 

OVERCHARGES: 

investigation    73^-737 

OVERHEAD  CHARGES: 

40.8^  of  sum  of  unit  costs 890, 893 

OVERLOADED  LINES : 

disapproved 853 

OWNERSHIP: 

equipment : 

considered  in  rate  investigation 762-763 

rate  concessions  eliminated 859, 861 

PARTY  UNES: 

advance  notice  of  change  of  numbers  on 750 

eight-party,  unwarranted 801,  812 

rates: 

increase  for: 

four-party  disapproved   740-747 

multi-party  farm  lines 873-875 

multi-party  prescribed  by  commission 791-794 

same  as  individual  line  not  approved 819-820 

ten-party  farm  line  rates  approved 781-782 

PAVEMENT  OVER  MAINS : 

allowance  for,  not  made 905, 912 

PAYMENT: 

advance,  approved 780,  787 

prompt  discount  approved 754,755,780,782,787,822,932-933 

rentals,  only  condition  for  service 823-826, 830-831 

PENALTIES: 

closing  station  without  consent  of  commission 749 

PHYSICAL  CONNECTION: 

compulsory 814, 816-818, 842-858 

under  jurisdiction  of  commission 823, 826-^828 

public  convenience  and  necessity  require 842, 849-852 

voluntary,  approved 730 
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••  PIN  SPACE  "  RENTALS:  page. 

not  determined  by  commission 73G-737 

PLANT: 

closed  pending  installation  of  new  equipment 758-759 

cost,  considered  in  rate  increase 834-836, 840 

PLEADINGS: 

technical  rules  not  observed  before  commission 929 

POLICE  POWER: 

distinct  from  condemnation  proceedings 930 

due  process  of  law 930 

PRESENT  VALUE: 

capitalization  represented  by 905, 912 

considered  in  rate  fixing 800, 807-808, 891 

increase 865 

determined  by  finding  reproduction  cost  less  depreciation .  905,  909, 912 

each  utility  considered  separately 935 

fair,  determined  in  rate  fixing 932-933 

duty  of  commission  to  fix 936 

return  upon 906, 921 

relation  to  actual  investment 906,  917 

PRIVACY: 

required  in  switching  messages 814, 816-818 

transmission  of  telegrams  by  telephone 721-723 

PRIVATE  CARRIERS: 

test  of 932 

PRIVATE  PROPERTY: 

condemnation 930, 932 

useful  to  public 930-931 

PROFITS: 

contractor,  considered  in  rate  fixing 804 

PROMPT  PAYMENT: 

discount,  approved 754-755,  780, 782,  787, 822, 932-933 

PROPERTY: 

acquisition : 

by  municipality,  conditions  of  payment 869-871 

capital  stock  issue 768-769 

allocation,  used  and  useful  to  two  companies 935 

due  process  of  law  necessary  for  securing 929 

duplication,  allowance  for  not  made 800, 807 

fraudulent  transfer,  disallowed  by  commission 934 

intangible,  allowance  for  in  rate  fixing 890, 894,  897 

not  useful  to  public,  allowance  for 800, 807-808 
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private : 

condemnation 930, 932 

useful  to  public 930-931 

sale  to  municipality 869-871 

tangible,  considered  in  rate  fixing 905, 913 

PUBLIC  CONVENIEKOE  AND  NECES8ITT: 
certificates : 

denied 767, 776 

granted  for  new  construction 881-884 

required 876, 878 

before  exercise  of  rights 951 

construction  conduits  required  by 939-940 

physical  connection  required  by 730, 842, 849-852 

test  of 931-932 

PUBCHASE  PBICE: 

property  acquired  by  municipality,  conditions  of  payment . . .  869-871 

QUINOY,  OAUFOBNIA: 

telegrams  transmitted  by  telephone 721 

BADIUS  FOB  SEBVIOE: 

rates  for  station  within,  connected  with  farm  line 725-728 

BAILWAY8: 

common  carriers  and  public  highways 930 

free  and  reduced  rate  service  under  contracts  in  force  prior  to 

passage  of  law,  continued 776-778 

industrial,  rights  of  public 930 

obligations  to  public 930-932 

special  rates  for  transporting  telegraph  outfit 927-928 

BATE  OF  BETUBN: 

5^  less  than,  confiscatory 906, 922, 925 

property  not   used  or  useful   to  public  not  considered  in 

allowing  936 

estimated 836,  838, 841 

on  fair  present  value 936 

6j|f,  reasonable  906, 922 

BATES: 

additional,  night  messages 859, 861,  864 

business : 

and  residence,  combination  a  discrimination  disapproved .  754-757 

increase  approved 858 

changes : 

discrimination  eliminated  731-735 

lower  for  stockholders  than  non-stockholders 871-872 
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BATES  —  Continued :  pahk. 

combination,  business  and  residence  disapproved 754r-757 

concessions,  eliminated,  subscribers  owning  equipment 859, 861 

confiscatory 920-921 

contracts,  termination  when  rates  less  than  scheduled 788-789 

discrimination : 

combination  of  business  and  residence 754-757 

discount  greater  where  competition  exists,  approved 944-948 

reduction  approved 932-933 

excessive,  investigation 760-764 

existing: 

approved 794-796, 821-822 

reasonable 905-926 

farm  lines: 

beyond  initial  rate  area 763 

increase  for  multi-party 873-875 

station  within  exchange  radius  connected  with 725-728 

ten-party,  approved 781-782 

fixed  by: 

franchise 802-S03 

not  recognized  by  commission 882, 884 

municipality,  investigation  by  commission 76(^767 

flat,  prescribed  by  commission 843, 855-857 

gross  and  net,  difference  refunded  for  prompt  payment 780, 787 

grounded  circuit,  discontinued 779 

increase : 

approved 834-838 

business  telephone  858 

discrimination  eliminated  731-732, 734 

to  stockholders 871-872 

when  revenue  inadequate 782-787, 838-842, 859-866 

four-party  line  service,  disapproved 740-747 

investigation  by  commission 800-812 

multi-party  farm  lines 873-875 

required  by  increase  in  wages 811 

individual  line  same  as  party  line  not  approved 819-820 

interchange  of  service 867-868 

investigation    814-818 

legal,  lowest  schedule  of  rates  published 736,  739 

less  than  scheduled,  contracts  terminated 788-789 

losses  considered  in  fixing 885, 895 

metallic  circuit  system  approved 780-781 

minimum,  prescribed  by  commission 932-933 

multi-party  lines,  prescribed  by  commission 791-794 

operating  expenses  and  revenues  considered  in  determining. .  740,746 
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party  lines: 

increase  for : 

four-party  disapproved 740-747 

.    multi-party  farm  lines 873-875 

multi-party  prescribed  by  commission 791-794 

same  as  individual  line,  not  approved 819-820 

reduction : 

approved  to  eliminate  discrimination 732-734, 932-933 

disapproved 90^926 

schedules : 

adjustment 859-864 

arranged  upon  sliding  scale 933 

contracts  terminated  when  rates  less  than 788-789 

definition   739 

established  instead  of  assessments 814, 816-818 

filed  with  commission 814^-815, 817-^18, 831, 875, 877, 928 

reasonable,  prescribed  by  commission 800-812 

special,  transporting  telegraph  outfit  approved 927-028 

standard  instead  of  free  service 751-754 

station  within  exchange  radius  connected  with  farm  line 725-728 

sufficient  to  cover  expenses 825 

switching : 

increase  disapproved 782, 786 

prescribed  by  commission 856-857 

toll: 

between  three  local  areas  when  one  area  exists,  dis- 
approved     794-796 

double  for  telegraph  service,  reduction  when  transmitted 

by  telephone 721, 724 

instead  of  free  service 751-754 

interchange  of  service 867-868 

local  service  without 791-794 

uniform  for  all  subscribers 823-825, 864-865 

unlimited  service 843, 855-857 

unreasonable : 

determined  by  commission 910-926 

investigation    885-904 

reduction  approved  by  commission 932-933 

Electric  Light  and  Power  Companies: 

investigation  of  unreasonalble 885-904 

reduction  to  eliminate  discrimination 933 

Oas  Oompanies: 

investigation  of  unreasonable 885-904 

reduction  disapproved 905-926 
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Water  Oompanies: 

discrimination  justifiable  when  competition  exists 911-918 

RATIO: 

reproduction  cost  new  and  present  value •.  .  899 

REOONSTEUOTION: 

ordered  to  secure  adequate  service 797-799 

EEEDLET,  GALIFOENIA: 

rates  for  station  within  exchange  radius  connected  with  farm 

line   725-728 

REGULATIONS: 

governing  attachments  of  foreign  appliances  by  patrons 813 

RENTALS: 

basis   for  service   instead   of  assessments 814,816-818,824-826, 

830-831 

payment,  only  condition  for  service 823-S26, 83(H831 

reasonable,  paid  subscribere  owning  equipment 859, 861, 864 

telephone  sets,  legal  rate  determined  by  commission 736-740 

REORGANIZATION: 

plan,  refusal  to  approve. 767-776 

REPAIRS: 

made  by  utility 859, 861,  864 

ordered  to  secure  adequate  service 797-799 

rates  inadequate  for 839 

REPORTS: 

expenses  and  revenues  filed  with  commission 873-874 

REPRODUCTION  COST,  NEW: 

comparison   of  estimates 889-890 

considered  in  rate  fixing 800, 807-808 

less  depreciation,  valuation  based  on 905, 909, 912 

RES  JXTDIGATA: 

former   decisions   of   predecessor   not    binding   on    present 

commission  . . . . ; 929 

RETURN  UPON  INVESTMENT: 

allowance  for,  not  made 785 

considered  in  rate  fixing 885, 897 

rate: 

5^,  less  than,  confiscatory 906, 922, 925 

property  not  used  or  useful  to  public  not  considered  in 
allowing  936 

estimated   836, 838,  841 

on  fair  present  value 936 
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rate  —  continued : 

6^,  reasonable  906, 922 

6%^,  fair,  rate  reduction  disapproved 906, 926 

10^,  on  invested  capital 898 

rate  increase  to  secure 860 

BE  VENUES: 

estimated  under  existing  rates 862 

inadequate,  rate  increase  approved 782-787, 859-866 

insufficient : 

rate  increase  required 838-842 

separate  office  not  maintained 722,  748 

interline  toll,  apportionment 843, 853-857, 867-868 

operating : 

considered  in: 

determining  rate  increase 740,  745,  865 

rate  fixing  785, 800, 810,  910 

rate  increase  to  cover 834-837 

reduction  of  37^,  justifiable 933 

table  showing  901 

••RIOHTS"  : 

costs  of  franchises,  allowance  for  in  rate  fixing 890, 894 

RIGHTS  OF  WAY: 

capitalization  of,  disapproved 767-776 

RISK: 

considered  in  rate  fixing 906,  925-926 

ROUTING  OF  MESSAGES: 

conditions  precedent  v 843, 857 

over  foreign  lines  at  expense  of  subscribers,  disapproved. . . .  797-798 

SALARIES: 

operators,  sufficient  to  insure  adequate  service 843, 853-854, 857 

SCHEDULES.    See  Rates. 

SERVICE: 

adequate : 

considered  in  rate  fixing 906,  925-926 

contracts  with  auxiliary  companies  to  secure 936 

extension  of  lines  of  second  utility 948-953 

repairs  ordered  to  secure 797-799 

separate  office  unnecessary 721-725, 748 

breakdown : 

contracts  with  auxiliary  companies  to  secure 936 

modification  of  contract 933-934 

charge,  required  when  contract  unsigned 904 

continuous,  rate  increase  to  line  furnishing 874 
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8EBVI0E  —  Continued :  page. 

contracts,  termination  when  rates  less  than  scheduled 788-789 

cost,  rate  increase  to  cover 834-837 

deteriorated  by  establishment  of  eight-party  lines 801, 812 

discontinued,  pending  installation  of  new  equipment 758-759 

four-party,  rate  increase  disapproved 740-747 

free: 

discontinued,  standard  rates  instead  of 751-754 

investigation    760-764 

railways,  continued  when  contracts  made  prior  to  passage 

of  law 776-778 

hours  for,  reduction  denied 801, 812 

inadequate : 

complaint  not  founded 736-738 

due  to : 

insufficient  rates 838 

poor  equipment   797-798 

interchange  between  companies: 

compulsory 842-^858 

contract  approved 867-868 

physical  connection  required  when  not  detrimental  to 851-852 

radius  for,  rates  for  station  witKin,  connected  with  farm 

line 725-728 

requirements   abolished   of   becoming   stockholder   before 

securing 822-826, 830-831 

subscriber  obligated  to  take,  for  specified  time  when  lines 

extended 940-942 

switching : 

legal  rates  determined  by  commission 736-740 

rate  increase  disapproved 782, 786 

toll,  standard  rates  instead  of  free  service 751-754 

unit  of,  line  and  particular  telephone  considered 782 

unlimited,  rates 843, 855-867 

value : 

considered  in  determining  reasonable  rates 936 

not  increased  by  establishment  of  central  office 790-793 

party  line  and  individual  line 819-820 

BHABEHOLDEBS.     See  Stockholders. 

SINGLE  TELEPHONE  SYSTEM: 

instead  of  competition,  refused 729 

SLmmO  SCALE: 

rate  schedule  arranged  upon 933 
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STATION:  paob. 

rates,  within  exchange  radius  connected  with  farm  line 725-728 

suspension  of  order  to  reopen 749 

STOCK: 

capital : 
issue : 

acquisition  of  property    768-769 

unauthorized 876-877 

transfer  upon  consolidation 805 

treasury,  ezchi^ged  for  securing  rights  of  way,  dis- 
approved    767-776 

STOCKHOLDERS: 

assessment  discontinued  822-824, 830-831, 840 

discrimination  eliminated 838, 840 

between  non-stockholders  and..  731-735,816-818,822-825,864 

rates : 

increase  to  eliminate  discrimination 731-732, 734, 871-872 

lower  than  for  non-stockholders 871-872 

requirement  of  becoming,  condition  precedent  to  service, 
abolished 822-826,830-831 

STRAIGHT  UNE  BASIS: 

computing  depreciation 924 

STREET  RAILWAY  COMPANIES: 

loan  authorized 879-881 

SUBSCRIBERS: 

change  in  numbers,  advance  notice  to 750 

liable  for  toll  messages  originating  at  his  station 782 

limited  number  on  line 843, 853, 857, 874 

loss  of,  considered  in  increasing  rales 811 

new: 

equipment  furnished  by  utility 821 

extension  of  lines  to  serve 819-821 

obligated  to  take  service  for  specified  time  when  lines  ex- 
tended    940-942 

owning  equipment,  concessions  eliminated 859, 861 

requirement  of  becoming  stockholders,  abolished.  .822-^826, 830-831 
uniform  rates  for  all 732-734, 818, 823-825 

SUBSIDIARY  COMPANIES: 

loan  authorized  between  879-881 

SUPERINTENDENCE: 

included  in  units  of  value,  disapproved 832-833 
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SWITOmNG  SEBVIOE:  page. 

fees,  apportionment  842-843, 853-857 

privacy  required  for  messages 814, 816-818 

rates : 

increase  disapproved 782,  786 

legal,  determined  by  commission 736—740 

prescribed  by  commission 856-857 

SYSTEM: 

accounts,  inadequate  method,  change  approved 834-837 

maintenance  and  operation 797-799 

TANGIBLE  PBOPEETT: 

considered  in  rate  fixing 905, 913 

TAXATION: 

borne  by  subscribers,  unreasonable 741, 745-746 

rate  increase  to  cover 834r-835 

TELEGRAMS: 

transmitted  by  telephone 721-725, 748 

TELEGRAPH  COMPANIES: 

messages  transmitted  by  telephone 721-725, 748 

special  rates  by  railway  for  transporting  outfit 927-928 

TELEPHONE  COMPANIES: 

agreement  in  lieu  of  pole  rental  tax  disapproved  between 

city  and 740-747 

single  system  instead  of  competing  companies  refused 729 

termination  of  jcontracts  when  rates  less  than  scheduled 788-789 

TERMINAL  FEES: 

company  entitled  to 826-827 

TERMINATION: 
contracts : 

made  prior  to  passage  of  law  when  rates  less  than 

scheduled 788-789 

suspension  of  order  789 

TERRITORY 

jurisdiction  of  municipality  limited  to  corporate  limits  of 
city 760, 766 

occupied,  commission  has  no  jurisdiction  over  entering 
utility,  incorporated  before  passage  of  act 948-952 

TOLL: 

messages,  subscriber  liable  for  calls  originating  at  his  sta- 
tion   782 

rates: 

between  three  local  areas  when  one  area  exists,  disap- 
proved    794-796 
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rates  —  continued : 

double  for  telegraph  service,  reduction  when  transmit- 
ted by  telephone 721,  724 

instead  of  free  service 751-754 

interchange  of  service 867-868 

local  service  without 791-794 

revenues  apportionment 843, 853-857, 867-868 

service,  standard  rates  instead  of  fre^  service 751-754 

TRACTION  COMPANIES: 

valuation  of  property  for  rate  making 932-938 

TRANSFERS: 

property,  fraudulent,  disallowed  by  commission 934 

TRIAL  BT  JURY: 

powers  of  commission  unsuited  to 929 

UNIT: 
cost: 

considered  in  rate  fixing 891-893 

overhead  charges,  40.8^^  of  sum  of 890, 893 

service,  line  and  particular  telephone  considered 782 

value,  used  in  valuation  of  property,  disapproved 832-833 

UPKEEP: 

assessment  for,  discontinued 824, 830-831 

VALUATION  OF  PROPERTY: 

appraisals,  value  of 896 

based  on  cost  of  reproduction  less  valuation 905,  909, 912 

comparison  of  estimates 889, 893 

considered  in  rate  fixing 800, 807-808 

increase    835-836, 840 
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PART  I. 

COMMISSION  ORDERS,  RULINGS  AND  DECISIONS 
DIRECTLY  AFFECTING  TELEPHONE  AND 
TELEGRAPH  COMPANIES. 

CALIFORNIA. 

Railroad  Commission. 

QuiNCY  Chamber  of  Commerce  v.  The  Western  Union 
Telegraph  Company. 

Case  No.  378  —  Decision  No.  1600. 

Decided  June  22,  1914. 

Adequate  Facilities  —  Telephoning  Telegrams. 

Upon  complaint  asking  the  Commission  to  take  the  necessary  steps  to 
secure  improved  telegraph  facilities  for  Quincy,  it  appeared  that  The  West- 
em  Union  Telegraph  Company  had  no  office  in  Quincy,  that  said  town 
was  without  telegraph  communication  with  the  outside  world,  except  over 
the  line  of  the  California  and  Oregon  Tel^hone  Company  by  way  of 
Susanville  and  Reno,  causing  the  payment  by  the  people  of  Quincy  of  a 
double  toll  for  telegraph  service,  that  the  defendant  had  refused  to  con- 
struct and  maintain  a  telegraph  line  into  Quincy.  Subsequent  to  the 
filing  of  the  complaint,  the  defendant  made  arrangements  with  the  Quincy 
Western  Railway  Company^  to  transmit  telegraph  messages  by  telephone 
between  Quincy  and  Marston,  thereby  bringing  about  a  reduction  of  50 
per  cent,  in  the  rate  theretofore  charged  for  telegraph  service.  Still  later, 
the  telephone  line  between  Quincy  and  Marston  was  reconstructed  and 
converted  into  a  metallic  circuit,  and  by  a  re-arrangement  of  the  railroad 
station  at  Quincy  and  by  the  removal  of  telephones  formerly  connected 
with  the  line  between  Quincy  and  Marston,  greater  privacy  was  given  to 
messages  sent  over  the  telephone  to  the  defendant's  Marston  office. 

Held:    That  the  service  thus  given  is  adequate  and  satisfactory.* 

Supplemental  Opinion  and  Order. 
Eshleman  and  Loveland,  Commissioners: 

The  complaint  in  this  case  was  filed  on  March  23,  1913, 
and  thereafter  a  public  hearing  was  held  by  the  Commis- 
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sion  in  the  town  of  Quincy  on  May  27, 1913.  The  complamt 
alleged  that  the  defendant,  The  Western  Union  Telegraph 
Company,  had  no  office  in  Quincy,  that  the  town  was  without 
telegraph  service  with  the  outside  world  except  over  the 
line  of  the  California  and  Oregon  Telegraph  Company  by 
way  of  Susanville  and  Reno,  and  that  the  people  of  Quincy 
were  subjected  to  a  double  toll  over  that  line  to  Reno  and 
thence  over  the  Western  Union  lines.  The  complaint  prays 
that  the  defendant  be  required  to  establish  an  office  in 
Quincy  and  to  construct  a  line  thence  to  Marston,  a  distance 
of  approximately  four  or  five  miles,  for  connection  at  that 
point  with  the  defendant's  transcontinental  lines. 

The  Quincy  Western  Railway  Company  operates  a  rail- 
road between  Quincy  and  Marston,  and,  in  connection  with 
this  railroad,  it  also  owned  and  operated  a  grounded  tele- 
phone line  between  these  points.  Subsequent  to  the  filing 
of  this  complaint,  the  defendant  arranged  with  the  railroad 
company  to  transmit  telegrams  by  telephone  between 
Quincy  and  Marston  over  this  telephone  line,  these  mes- 
sages to  be  transferred  at  Marston  to  and  from  the  Western 
Union  lines  to  destination.  The  efficiency  and  adequacy 
of  this  service  was  attacked  on  the  ground  that  it  was  sub- 
ject to  interruption  and  lack  of  privacy  due  to  the  presence 
of  certain  telephones  which  were  connected  at  intermediate 
points  to  this  line,  and  to  the  fact  that  the  telephone  in 
use  for  this  purpose  in  the  railway  company's  office  in 
Quincy  was  located  in  an  open  room  which  was  accessible 
to  the  public  and,  therefore,  without  privacy. 

The  defendant  admitted  these  allegations  to  be  true,  and 
agreed  to  install  a  sound  proof  booth  in  the  railway  com- 
pany's office  at  Quincy  to  insure  privacy  at  that  point,  and, 
in  conjunction  with  the  railway  company,  to  reconstruct  the 
line  between  Quincy  and  Marston,  but  objected  to  maintain- 
ing a  separate  office  in  the  town  on  the  grounds  that  the 
available  revenue  was  insufficient  to  justify  the  expense 
incidental  to  the  operation  of  an  independent  agency. 

In  view  of  the  facts  disclosed  at  the  hearing,  it  did  not 
appear  that  The  Western  Union  Telegraph  Company  shonld 
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be  required  to  establish  an  agency  at  this  point,  but  it  was 
apparent  that  the  service  should  be  improved.  On  June  5, 
1913,  the  Commission  rendered  its  decision  permitting  the 
defendant  to  make  the  improvements  which  it  had  volun- 
teered to  make  and  provided  thereafter  for  an  inspection 
to  be  made  by  the  Commission,  and  if  these  improvements 
were  found  to  be  adequate  and  satisfactory  the  complaint 
should  be  dismissed ;  but,  if  not,  that  an  order  be  entered 
requiring  such  improvements  in  addition  to  those  volun- 
tarily made  as  the  Commission  should  find  necessary. 

On  March  30,  1914,  the  defendant  notified  the  Conmiis- 
sion  that  the  telephone  line  between  Quincy  and  Marston 
had  been  reconstructed  and  removed  from  the  highway, 
which  it  formerly  occupied,  to  the  railway  company's  right 
of  way  and  that  the  railway  company  had  reconstructed 
and  enlarged  its  Quincy  office,  which  latter  improvement 
the  defendant  considers  obviates  the  necessity  for  the  in- 
stallation of  a  sound  prbof  booth.  The  Commission  is, 
therefore,  asked  to  make  the  inspection  and  to  dismiss  the 
complaint. 

An  inspection  was  accordingly  made  by  the  Commission's 
telephone  expert,  and  it  was  found  that  the  telephone  line 
referred  to  has  been  substantially  rebuilt,  and  that  by 
stringing  an  additional  wire  it  has  been  converted  into  a 
metallic  circuit.  Service  over  this  line  is  now  free  from 
interruption  since  the  stations  formerly  connected  between 
Quincy  and  Marston  have  been  removed,  and  transmission 
is  also  satisfactory.  It  was  also  found  that  the  railway 
company  has  provided  a  public  waiting  room,  apart  from 
that  in  which  the  telephone  is  located,  and  since  the  public 
no  longer  has  access  to  the  room  from  which  messages  are 
telephoned,  privacy  no  longer  requires  that  a  booth  be  in- 
stalled. It  is  also  apparent  that,  as  the  railway  company's 
agent  acts  also  as  agent  for  the  telegraph  company,  it  is 
possible  to  render  better  service  to  both  companies  without 
the  use  of  a  booth. 

The  complainant,  however,  has  objected  to  a  dismissal 
of  the  complaint,  giving,  as  a  reason  for  this  objection,  that 
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a  representative  of  the  telegraph  company  had  promised 
that  telegraph  instruments  would  be  instaUed  and  used  in 
place  of  the  telephone  in  transmitting  messages  and  that, 
therefore,  it  should  be  required  either  to  do  this  or  to  place 
the  booth.  Notwithstanding  this  protest  of  complainant, 
it  is  not  apparent  that  adequacy  of  service  requires  the 
installation  either  of  telegraph  instruments  or  of  a  booth, 
but,  on  the  contrary,  it  appears  that  the  defendant,  in  con- 
junction with  the  railway  company,  having  made  these  im- 
provements, has  done  all  that  it  can  be  reasonably  required 
under  the  circumstances  to  do  to  meet  present  requirements. 
The  following  order  is,  therefore,  recommended: 

Order. 

Complaint  having  been  filed  with  this  Commission  by 
the  Quincy  Chamber  of  Commerce  of  Quincy,  Plumas 
County,  California,  complainant,  v.  The  Western  Union 
Telegraph  Company,  a  public  utility  corporation,  defend- 
ant, alleging  that  the  defendant  company  has  no  oflSce  in  the 
town  of  Quincy;  that  the  said  town  is  without  telegraph 
communication  with  the  outside  world  save  and  except  over 
the  line  of  the  California  and  Oregon  Telegraph  Company 
by  way  of  Susanville  and  Reno,  subjecting  the  people  of 
Quincy  to  a  double  toll  for  telegraph  service;  that  the 
defendant  company  has  refused  to  construct  and  maintain 
a  telegraph  line  into  Quincy,  and  asking  that  the  Commis- 
sion take  such  steps  as  may  be  necessary  to  secure  for  the 
people  of  Quincy  improved  telegraph  facilities ;  and  a  public 
hearing  having  been  held  thereon,  and  the  defendant.  The 
Western  Union  Telegraph  Company,  having  arranged  with 
the  Quincy  Western  Railway  Company  to  transmit  tele- 
graph messages  by  telephone  between  Quincy  and  Marston, 
thereby  bringing  about  a  reduction  of  50  per  cent,  in  the 
rate  theretofore  charged  for  telegraph  service ;  and  certain 
other  improvements  having  been  made  in  the  telephone 
line  between  Quincy  and  Marston  and  in  the  railway  com- 
pany's office  at  Quincy,  as  more  specifically  referred  to  in 
the  opinion  accompanying  this  order;  and  an  inspection 
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having  been  made  as  provided  in  the  Commission's  Deci- 
sion No.  702  heretofore  rendered  on  June  5,  1913 ;  and  the 
improvements  herein  referred  to  having  been  found  to  be 
adequate  and  satisfactory, 

It  is  hereby  ordered,  That  the  complaint  herein  be,  and 
it  hereby  is,  dismissed  without  prejudice. 

The  foregoing  opinion  and  order  are  hereby  approved 
and  ordered  filed  as  the  opinion  and  order  of  the  Railroad 
Commission  of  the  State  of  California. 

Dated  at  San  Francisco,  California,  this  twenty-second 
day  of  June,  1914. 


Reedley  Telephone  Company  v.  L.  0.  Clough,  J.  E.  Ander- 
son, G.  E.  Schroeder,  Anton  Hanson  and  J.  W.  Galle. 

Case  No.  603  — Decision  No.  1612. 

Decided  June  26,  1914, 

Bate  for  Telephone  Statton  Connected  wltb  Farm  Line  but  Located  witliln 

Excliange  Radius. 

Held:  That  the  telephone  station  of  the  defendant  Clough  is  situated 
within  the  city  limits  of  Reedley  within  the  exchange  radius,  and  shouhi 
be  required  to  pay  the  regular  rates  for  exchange  senice  though  connected 
with  a  farmer  line.* 

Appearances  : 

A.  Terkel,  for  Reedley  Telephone  Company. 
C.  W.  Tackaberry,  for  defendants. 

Report. 
Gordon,  Comynissioner: 

Reedley  Telephone  Company,  the  complainant  in  this 
case,  operates  a  telephone  system  in  the  city  of  Reedley, 
Fresno  County,  California,  and  furnishes  exchange  service 
to  subscribers  within  the  municipal  limits  of  Reedley,  and 
also  to  a  number  of  farmer  lines  which  extend  bevond  the 
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municipal  limits.  The  rate  for  exchange  service  within  the 
municipal  limits  is  $1.50  per  month.  The  rate  for  farmer 
line  service  is  $3.60  per  annum. 

G.  E.  Schroeder  and  J.  W.  Galle,  who  live  beyond  the 
exchange  limits,  are  served  by  a  farmer  line.  After  this 
line  enters  the  exchange  limits  it  passes  across  the  property 
of  J.  E.  Anderson,  which  property  is  now  leased  to  L.  0. 
Clough.  This  line  also  crosses  the  property  of  Anton 
Hanson  within  the  exchange  limits. 

The  only  issue  presented  in  this  case  is  whether  L.  0. 
Clough  should  be  allowed  to  receive  exchange  service  on 
this  line  at  the  farmer  line  rate  of  $3.60  per  annum,  or 
whether  he  should  be  required  to  pay  the  rate  of  $1.50  per 
month  regularly  charged  for  telephone  service  furnished 
within  the  exchange  limits.  The  telephone  company  has 
refused  to  furnish  telephone  service  to  Mr.  Clough  unless 
he  pays  the  regular  exchange  rate  and  has  filed  this  com- 
plaint asking  for  a  ruling  of  the  Commission  upon  this 
question;  and,  further,  in  case  the  Commission  holds  that 
Mr.  Clough  should  pay  the  $1.50  per  month  rate,  that  an 
order  be  made  directing  Mr.  Clough  to  disconnect  his 
farmer  line  station  unless  this  rate  is  paid,  and  in  the  event 
he  fails  to  do  so,"  that  the  company  be  permitted  to  discon- 
nect the  entire  farmer  line. 

I  desire  to  draw  attention  to  the  circumstances  surround- 
ing the  construction  and  use  of  this  farmer  line,  as  I  believe 
this  will  have  an  important  bearing  upon  the  decision  in 
this  case.  This  farmer  line  was  constructed  about  the  year 
1908  at  the  expense  of  six  persons  owning  property  in  the 
vicinity  of  Reedley  who  desired  to  have  telephone  service 
between  themselves  and  also  a  connection  with  the  ex- 
change at  Reedley,  formerly  owned  by.  The  Pacific  Tele- 
phone and  Telegraph  Company.  One  of  these  parties, 
Mr.  J.  S.  Miller,  owned  the  property  now  occupied  by 
Mr.  Clough.  Mr.  Miller  received  telephone  service  upon 
these  premises,  as  did  also  the  other  parties  on  the  fanner 
line.  In  November,  1912,  Mr.  Miller  sold  this  property 
to  Mr.  J.  E.  Anderson.     At  the  time  of  the  transfer  no 
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mention  was  made  of  the  telephone  line  or  of  the  telephone 
service.  The  premises  remained  idle  for  several  months, 
at  the  end  of  which  time  they  were  rented  to  Mr.  Eoher. 
During  Mr.  Eoher 's  tenancy,  which  was  for  a  period 
slightly  over  a  month,  the  telephone,  by  some  means,  be- 
came disconnected.  After  Mr.  Roher  vacated  the  premises 
they  were  again  idle  for  a  period  of  two  months,  after 
which  they  were  occupied  a  short  while  by  Mr.  Boyd.  The 
answer  to  the  complaint  states  that  Mr.  Boyd  requested 
that  the  telephone  be  connected,  although  no  testimony  was 
introduced  at  the  hearing  upon  this  point.  x\f  ter  Mr.  Boyd 
left  the  premises  they  remained  idle  until  about  February  1, 
1914,  at  which  time  they  were  rented  by  Mr.  Clough,  the 
present  occupant.  Shortly  after  Mr.  Clough  moved  on  to 
the  premises  he  requested  telephone  service  and  was  re- 
fused for  the  reasons  mentioned  above,  and  the  dispute 
resulting  in  the  present  complaint  thus  arose. 

At  the  hearing  in  this  case  I  made  a  very  careful  exam- 
ination of  the  history  of  the  telephone  service  on  these 
premises  and  found  that,  with  the  exception  of  the  request 
which  was  stated  to  have  been  made  by  Mr.  Boyd,  no  men- 
tion was  made  of  telephone  service  upon  these  premises 
during  the  seventeen  months  in  which  the  various  transfers 
were  made.     In  view  of  the  peculiar  circumstances  of  this 
case  I  do  not  believe  that  Mr.  Clough  can  be  regarded  by 
this  Commission  as  being  in  the  same  position  as  Mr.  Miller, 
who  originally  owned  these  premises,  and  contributed  to 
the  construction  of  this  farmer  line.     Mr.  Clough,  without 
any  mention  being  made  of  telephone  service,  moved  on  to 
these  premises  which  are  situated  within  the  exchange 
limits.     No  farmer  line  service  had  been  furnished  to  these 
premises  for  a  period  well  over  a  year,  although  they  had 
been  occupied  from  time  to  time  by  different  tenants.     I 
feel  that  Mr.  Clough  cannot  be  regarded  differently  than 
any  other  tenant  who  rents  premises  within  the  city  of 
Reedley.     I  feel  that  it  would  be  decidedly  unfair  to  per- 
mit Mr.  Clough  to  receive  regular  exchange  service  at  other 
than  the  regular  exchange  rates.     I,  accordingly,  recom- 
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mend  that  the  Commission  make  a  ruling  that  the  Eeedley 
Telephone  Company  shall  charge  for  telephone  service  for 
the  premises  now  occupied  by  Mr.  Clough  at  the  regular 
exchange  rate  of  $1.50  per  month. 

Eeedley  Telephone  Company  also  requested  that  this 
Commission  make  an  order  requiring  Mr.  Clough  to  dis- 
connect his  telephone  station  at  these  premises  unless  he 
would  pay  the  $1.50  per  month  rate,  and  further,  that  in 
case  Mr.  Clough  refused  to  disconnect  his  telephone  sta- 
tion, the  company  be  permitted  to  disconnect  the  entire 
farmer  line.  I  do  not  feel  that  it  is  necessary  at  this  time 
to  make  an  order  as  requested  by  the  telephone  company. 
I  feel  that  the  decision  upon  the  just  rate  to  be  charged 
will  settle  the  present  controversy.  If,  however,  action  by 
this  Commission  is  deemed  necessary,  another  complaint 
may  be  filed  with  the  Commission. 

I  recommend  the  following  order: 

Order. 

The  above  entitled  case  having  been  heard  and  the  Com- 
mission being  duly  advised  in  the  premises, 

It  is  hereby  orderedy  That  the  rate  to  be  charged  by 
Reedley  Telephone  Company  for  regular  telephone  ex- 
change service  furnished  to  the  premises  within  the  city 
of  Reedley,  now  owned  by  J.  E.  Anderson  and  occupie<l 
by  L.  0.  Clough,  is  the  regular  exchange  rate  of  $1.50  per 
month. 

It  is  further  ordered,  That  in  all  other  respects  the  com- 
plaint in  this  proceeding  be,  and  the  same  is  hereby,  dis- 
missed without  prejudice. 

The  foregoing  opinion  and  order  are  hereby  approved 
and  ordered  filed  as  the  opinion  and  order  of  the  Railroad 
Commission  of  the  State  of  California. 

Dated  at  San  Francisco,  California,  this  twenty-sixth  day 
of  June,  1914. 
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ILLINOIS. 

State  Public  Utilities  Commission. 

E.  W.  HiGHT,  Assumption,  Illinois,  v.  Assumption  Tele- 
phone Company  and  Assumption  Mutual  Telephone 
Company. 

No.  2332. 

Decided  July  2,  191 L 

Refusal  of  Commission  to  Establish  Single  Teleidione  System  in  Place  of 
Two  Established  Competing  Systems. 

Order. 

This  case  came  on  for  hearing  before  the  Commission 
on  June  30,  1914,  at  Springfield,  Illinois.  This  complaint 
sets  forth  that  two  telephone  companies,  the  Assumption 
Telephone  Company  and  the  Assumption  Mutual  Tele- 
phone Company,  have  been  conducting  telephone  systems 
in  the  city  of  Assumption  and  vicinity  since  January,  1904 ; 
the  complaint  further  states  that  great  inconvenience  and 
unnecessary  costs  to  the  community  follow  as  a  result  of 
this  fact. 

The  petition  prays  that  the  Commission  shall  take  action 
to  bring  about  an  adjustment  of  affairs  and  so  apportion 
the  business  and  the  territory  between  the  two  companies 
that  the  city  of  Assumption  and  vicinity  may  be  given 
relief  in  the  establishment  of  a  single  telephone  system. 

While  the  Commission  is  of  the  opinion  that  the  public 
interest  demands  that  but  one  telephone  system  should 
operate  in  each  community,  in  the  present  case  both  com- 
panies have  been  in  existence  and  operation  since  1904, 
and  the  Commission  is  of  the  opinion  that  it  cannot  grant 
the  relief  prayed  for  by  the  petitioner. 

It  is,  therefore,  ordered,  That  the  complaint  be  dismissed. 

By  order  of  the  Commission  this  second  day  of  July,  a.  d. 
1914. 

Dated  at  Springfield,  Illinois. 
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In  the  Matter  of  the  Application  of  the  Automatic 
Home  Telephone  Company  and  Chatswobth  Tele- 
phone Company  fob  Approval  of  Contract  to  Oper- 
ate Thbib  Lines  in  Connection  with  Each  Other, 

No.  2462. 

Decided  July  17,  1914. 

Voluntary  Phyiicftl  Connectloii  of  T^toi^one  Unas  Approved. 

Obdeb. 

A  joint  petition  having  been  filed  in  the  above  entitled 
matter  by  the  Automatic  Home  Telephone  Company  of 
Pontiac,  Illinois,  and  the  Chatsworth  Telephone  Company 
of  Chatsworth,  Illinois,  duly  signed  by  the  president  and 
attested  by  the  secretary  of  the  respective  companies, 
asking  that  an  order  be  entered  by  the  Commission  con- 
senting to  and  approving  a  certain  contract  between  these 
two  companies  dated  March  25,  1914,  to  connect  and  oper- 
ate their  telephone  lines  jointly,  and  the  matter  having 
been  heard  the  Commission  finds: 

That  both  petitioning  companies  are  public  utilities; 
that  all  of  the  material  matters  set  forth  in  the  petition 
are  true  and  correct,  and  that  the  terms  of  the  contract 
between  said  companies  for  the  joint  operation  of  their 
lines  are  reasonable,  just  and  lawful;  that  public  conven- 
ience and  necessity  demand  and  require  a  physical  connec- 
tion of  the  lines  of  the  petitioning  companies  for  the  con- 
veyance of  messages  or  conversation  by  telephone,  and  the 
Commission  being  fully  advised  in  the  matter. 

It  is  ordered,  That  the  contract  between  the  petitioning 
companies,  the  Automatic  Home  Telephone  Company  of 
Pontiac,  Illinois,  and  the  Chatsworth  Telephone  Company 
of  Chatsworth,  Illinois,  dated  March  25,  1914,  which  pro- 
vides for  the  connection  and  joint  operation  of  said  peti- 


[IlL 


Digitized  by  LjOOQIC 


Application  of  Fabmers'  Mutual  Telbp.  Co.     731 
c.  L.  33] 

tioning  companies'  lines,  be,  and  the  same  is  hereby, 
approved. 

By  order  of  the  Commission  this  seventeenth  day  of 
July,  1914. 

Dated  at  Springfield,  Illinois.* 


In  the  Matter  of  the  Application  of  Farmers'  Mutual 
Telephone  Company  of  Sandwich,  Illinois,  for  Au- 
thority TO  Change  Bates. 

No.  2634. 

Decided  July  17,  1914. 

Eliminatloii  of  Discrimination  between  Stocklio]der8  and  Non-stockholders 
—  Increase  in  Bates  to  Stockliolders. 

Order. 

Application  in  this  matter  was  filed  with  the  Commission 
on  June  15,  1914,  and  sets  forth  that  the  petitioner  is  a 
public  utility  engaged  in  the  management  and  operation  of 
a  telephone  system  in  the  villages  of  Sandwich,  Sheridan 
and  Waterman,  with  its  principal  place  of  business  in 
Sandwich,  and  that,  as  such  public  utility,  it  is  subject  to 
the  provisions  of  an  act  entitled  ^^An  act  to  provide  for 
the  regulation  of  public  utilities.^ ^  Application  further 
sets  forth  that  the  rates  charged  stockholders  for  all 
classes  of  service  are  less  than  the  rates  charged  non- 
stockholders and  application  is  made  for  authority  to 
change  the  rates  charged  the  stockholders  in  order  that 
there  may  be  no  discrimination  in  the  rates  as  applied  to 
stockholders  and  non-stockholders. 


•  Similar  orders  were  issued  in  the  Matter  of  the  Application  of  the 
Automatic  Home  Telephone  Company  and  the  Saunemin  Telephone  Com- 
pany, for  Approval  of  Contract  to  Operate  Their  Lines  in  Connection 
with  Each  Other;  No.  2463;  July  17,  1914;  and  in  the  Matter  of  the  Ap- 
plication of  the  Automatic  Home  Telephone  Company  and  Cullom  Mutual 
Telephone  Company  for  Approval  of  Contract  to  Operate  Their  Lines  in 
Connection  with  Each  Other;  No.  2464;  Ju\v  17,  1914.— Ed. 
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In  accordance  with  the  ruling  of  this  Commission,  that 
it  is  unlawful  to  exact  higher  rates  from  subscribers  who 
are  not  stockholders,  directors  and  oflScers  of  a  public 
utility  than  from  subscribers  who  are  stockholders,  di- 
rectors and  officers,  that  the  subscriber  who  is  a  stock- 
holder has  no  rights  or  privileges  which  are  denied  to  a 
subscriber  who  is  not  a  stockholder  and  that  the  stockholder 
must  look  to  the  profits  of  the  business  for  his  return  on 
his  investment; 

It  is,  therefore,  ordered,  That  the  discriminatory  rates 
and  charges  as  applied  to  stockholders  and  as  set  forth  in 
the  application  of  the  petitioner,  Farmers'  Telephone  Com- 
pany, shall  be  discontinued  from  and  after  the  thirty- 
first  day  of  July,  1914,  and  that  said  company  shall  post 
and  publish  the  aforesaid  change  in  charges  as  provided  by 
Section  M  of  '*An  aet  to  provide  for  the  regulation  of  imb- 
Vtc  utilities.^ ^ 

By  order  of  the  Commission  this  seventeenth  day  of 
July,  A.  D.  1914. 

Dated  at  Springfield,  Illinois.* 


[Ill 


In  the  Matter  of  the  Application  of  the  Elizabethtow^x 
Mutual  Telephone  Company  of  Elizabethtown,  Ilu- 
Nois,  for  Authority  to  Change  Rates. 

No.  2636. 

Drrided  Jul,,  17.  191  i. 

Elimination  of  Discrimination  between  Stockholders  and  Non-stockholders 
—  Reduction  of  Bate  to  Non-stockholders. 

Order. 

Application  in  this  matter  was  filed  with  the  Commis- 
sion on  June  16,  1914,  and  sets  forth  that  the  petitioner  is 


*  Similar  onlers  were  issued  upon  applications  by  the  following  com- 
panies, tlie  orders  in  each  instance  beinjr  dated  July  17,  1914 : 
Dorchester  Telephone  ('ompamj  of  Dorchester,  Illinois,  No.  26.")0. 
The  Sailor  Sprin<;s  Telephone  Company,  Xo.  2700. —  Ed. 
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a  public  utility  engaged  in  the  management  and  operation 
of  a  telephone  system  in  the  village  of  Elizabethtown, 
Hardin  County,  Illinois,  and  that  as  such  public  utility  it 
is  subject  to  the  provisions  of  an  act  entitled  ^^An  act  to 
provide  for  the  regulation  of  public  utilities.^*  Application 
further  sets  forth  that  the  rates  now  in  force  and  effect 
are  discriminatory  in  that  the  rate  charged  subscribers  who 
are  non-stockholders  is  higher  than  the  rate  charged  sub- 
scribers who  are  stockholders,  for  the  same  class  of  service. 
Application  is  made  for  authority  to  change  the  rate 
charged  non-stockholders  in  order  that  the  same  rate  may 
be  applied  to  all  subscribers  for  the  same  class  of  service 
without  discrimination. 

The  proposed  change  in  the  rate  charged  subscribers  who 
are  non-stockholders  is.  in  effect  a  reduction  in  rates  and 
in  accordance  with  the  ruling  of  this  Commission  that  it 
is  unlawful  to  exact  higher  rates  from  subscribers  who  are 
not  stockholders,  directors  and  officers  of  a  public  utility 
than  from  subscribers  who  are  stockholders,  directors  and 
officers;  that  the  subscriber  who  is  a  stockholder  has  no 
rights  or  privileges  which  are  denied  to  a  subscriber  who 
is  not  a  stockholder,  and  that  the  stockholder  must  look  to 
the  profits  of  the  business  for  his  return  on  his  investment. 

It  is,  therefore,  order edy  That  the  discriminatory  rates 
and  charges  as  applied  to  stocklioldors  and  as  set  forth  in 
the  application  of  the  petitioner,  Elizabethtown  Mutual 
Telephone  Company,  shall  be  discontinued  from  and  after 
the  thirty-first  day  of  July,  1914,  and  that  said  company 
shall  post  and  publish  the  aforesaid  change  in  charges  as 
provided  by  Section  34  of  ''An  act  to  provide  for  the  regu- 
lation  of  public  utilities,'*^ 

By  order  of  the  Commission  this  seventeenth  day  of  July, 
A.  D.  1914. 

Dated  at  Springfield,  Illinois.* 


•  Similar  orders  were  issued  upon  applications  by  the  following:  com- 
panies, the  order  in  each  instance  being  dated  July  17,  1914: 
Sigel  Mutual  Telephone  Company,  Sigel^  Illinois,  No.  2655. 
Kilbuck  Telephone  Company,  Monroe  Center,  Illinois^  No.  2721. —  Ed. 
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In  the  Matter  op  the  Application  of  The  Lebna  Mutual 
Telephone  Company  of  Lerna,  Illinois,  for  Author- 
ity TO  Change  Rates. 

No.  2657. 

Decided  July  17,  1914. 

EUminatioii  of  Diacrlmlnation  between  Stockholders  and  Non-stockholders 

—'Increase  In  Bates  to  Sto<dcholder8— Redaction  of 

Bates  to  Non-stockholders. 

Order. 

The  petition  filed  herein  by  The  Lema  Mutual  Telephone 
Company,  which  operates  a  telephone  system  in  the  village 
of  Lema,  Coles  County,  Illinois,  and  vicinity,  asks  for 
authority  to  change  its  rates  so  as  to  eliminate  discrimina- 
tion between  the  rates  charged  stockholders  and  non- 
stockholders. 

The  petition  sets  forth  that  the  rate  charged  subscribers 
and  stockholders  for  all  classes  of  service  is  $6.00  per  year 
and  that  the  rate  charged  subscribers  who  are  not  stock- 
holders is  $9.00  per  year.  The  petitioner  seeks  authority 
to  change  its  rates  so  as  to  charge  all  subscribers  $7.50 
per  year  in  order  to  discontinue  the  present  discrimination 
in  rates.  Such  change  is  in  effect  a  reduction  on  the  rate 
charged  subscribers  who  are  not  stockholders  and  a  slight 
increase  on  the  rate  being  charged  stockholders. 

In  accordance  with  the  ruling  of  this  Commission  that 
it  is  unlawful  to  exact  a  higher  rate  from  subscribers  who 
are  not  stockholders,  directors  and  oflScers  of  a  public 
utility  than  from  subscribers  who  are  stockholders,  di- 
rectors or  oflScers,  the  action  of  this  company  in  abolishing 
discrimination  and  in  providing  the  same  rate  for  stock- 
holders as  for  non-stockholders,  is  a  lawful  and  proper 
change  and  meets  with  the  approval  of  this  Commission. 

It  is,  therefore,  ordered,  That  the  rate  of  $7.60  per  annum 
which  the  petitioner  seeks  to  charge  both  stockholders  and 
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non-stockholders  be,  and  the  same  hereby  is,  approved; 
said  rate  to  take  effect  from  and  after  the  first  day  of 
August,  1914,  and  that  the  above  change  in  rates  shall  be 
filed  and  published  as  provided  by  Section  34  of  ^^An  act 
to  provide  for  the  regulation  of  public  utilities.^ ^ 

By  order  of  the  Commission  this  seventeenth  day  of  July, 
1914. 

Dated  at  Springfield,  Illinois. 
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Public  Utilities  Commission. 

In  the  Matter  of  the  Complaint  op  the  Mutual  Con- 
solidated Rural  Telephone  Lines  of  Cedarvale,  Kan- 
sas, V.  The  Missouri  and  E!ansas  Telephone  Company. 

Docket  No.  832. 

Decided  July  9,  1914, 

Legal  Bates  under  Public  Utilities  Law  — Bural  Switching  Bate  —  Bental 
for  Telephone  Sets  — ' '  Pin  Space  ' '  Bental  —  Inadequate  Service. 

Held:  That  under  the  Public  Utilities  Law  the  legal  rates  to  be 
charged  by  the  respondent  at  its  exchange  at  Cedarvale,  Kansas,  were 
$3.00  per  telephone  per  annum  for  switching  service  and  $3.00  per  annum 
as  rental  for  telephone  sets,  those  being  the  rates  fixed  by  the  lowest 
schedule  of  rates  for  the  same  services  on  the  first  day  of  January,  1911, 
the  effective  date  of  the  Public  Utilities  Act; 

That  the  Commission  will  not  consider  the  question  of  chaise  for  "  pin 
space  "  as  such  matters  must  of  necessity  be  arranged  between  the  parties 
in  interest  in  a  mutually  satisfactory  manner  by  contract; 

That  the  complaint  as  to  inefficient  service  is  not  well  founded.* 

Appeakances  : 

W.  H.  Sproul,  counsel  for  complainant. 
John  L,  Hunt,  counsel  for  respondent. 

Opinion. 
KiNKEL,  Commissioner: 

The  complainant  in  this  case  is  an  incorporation  of  cer- 
tain rural  telephone  lines  of  the  vicinity  of  Cedarvale,  Kan- 
sas, and  in  its  complaint  alleges : 

First:  *'  Overcharges  against  the  rural  patrons  of  $1.00 
per  telephone  per  annum  from  January  1,  1911,  to  the 
present  time. ' ' 


'  Editor's  headnote. 
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Second :  **  Overcharges  against  rural  patrons  of  5  cents 
per  pole  per  annum  for  '  pin  space  *  from  January  1, 1912^ 
to  the  present  time.'* 

Third:  ^^  The  service  of  said  company  is  incomplete^ 
insufScient  and  unsatisfactory  to  the  patrons  of  said 
company.*' 

Fourth:  **  The  charges  for  service  to  customers  are 
not  uniform;  and  vary  from  $2.00  to  $5.00  per  annum,  per 
customer  for  the  same  service." 

And  prays  that  the  respondent  be  ordered : 

First:  To  reduce  charges  specified  in  Paragraphs  1 
and  2. 

Second:  To  repair  their  lines  and  instruments  in  such 
manner  as  to  make  the  service  sufficient. 

Third:  To  require  the  company  to  fix  and  maintain  a 
uniform  rate  for  'phone  rental  so  each  customer  shall  pay 
a  fixed  rate  per  annum  for  such  service. 

The  charges  referred  to  in  Paragraph  1  are  included  in 
the  consideration  of  the  question  of  annual  rental  of  tele- 
phone sets. 

The  question  of  charge  for  **  pin  space  "  was  not  con- 
sidered for  the  reason  that  it  has  been  held  by  the  Commis- 
sion that  such  matters  must  of  necessity  be  arranged  be- 
tween interested  parties  in  a  mutually  satisfactory  manner 
through  contract  arrangement. 

In  short,  the  whole  controversy  resolves  itself  into  two 
propositions.  First,  quality  of  service.  Second,  rate  of 
rental  for  telephone  sets. 

The  testimony  shows  that  the  complainant  owns  its  own 
lines  and  equipment  up  to  the  city  limits  of  Cedarvale, 
Kansas,  with  the  exception  of  telephone  sets,  which  are 
rented  from  the  respondent. 

The  contract  between  the  parties  hereto  provides  that  in 
case  a  telephone  set  is  out  of  repair,  it  is  necessary  for  the 
patron  to  deliver  the  same  to  the  office  of  the  respondent 
company  where  it  will  be  repaired  free  of  charge.  No  testi- 
mony was  offered  showing  that  the  respondent  had  ever 
refused  or  failed  to  repair  any  telephone  set.    It  was  shown 
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by  preponderance  of  evidence  that  the  service  rendered  on 
the  part  of  the  respondent  was  generally  satisfactory,  and 
that  whenever  a  condition  arose  where  the  service  was  in- 
sufficient, it  was  usually  due  to  defects  in  the  lines  of  the 
complainants,  whose  duty  it  is  to  keep  up  and  maintain  the 
same. 

Under  these  circumstances  it  must  be  found  that  the 
complaint  as  to  inefficient  service  is  not  well  founded. 

The  real  controversy  in  this  case  is  as  to  the  legality  of 
the  rate  of  rental  for  telephone  sets,  which  is  at  present 
being  charged  by  the  respondent  company. 

The  testimony  shows  that  during  the  years  1906  and 
1907,  the  respondent  company  entered  into  a  written  con- 
tract with  a  number  of  patrons,  for  a  five  year  period, 
agreeing  to  furnish  switching  service  at  Cedarvale,  Kan- 
sas, and  a  telephone  set  at  the  rate  of  $5.00  per  annum. 
Later  on,  a  new  rate  schedule  was  published  by  respondent, 
effective  January  1,  1908,  providing  for  a  charge  of  $3.00 
per  annum  switching  fee  and  $3.00  per  annum  rental  for 
telephone  set. 

Again,  further  rate  schedule  for  rural  switching  service 
at  Cedarvale,  Kansas,  exchange  was  published,  effective 
April  1,  1909,  which  contained  same  rates  effective  in 
cases  where  five  or  more  subscribers  were  attached  to  any 
one  line,  which  is  the  case  at  Cedarvale,  Kansas. 

It  was  also  shown  that  on  lines  where  five  year  contracts 
had  been  entered  into  during  the  years  1906  and  1907,  when 
new  subscribers  were  taken  on  to  the  line,  such  subscribers 
were  given  contracts  to  expire  at  the  same  time  that  the 
said  original  contracts  expired  and  the  same  charges  were 
made,  with  the  view  of  making  a  uniform  charge  to  all 
subscribers  on  the  same  line  and  avoid  discrimination  on 
such  line. 

All  new  lines  attached  to  the  switchboard  of  respondent 
were  charged  at  rates  hereinbefore  referred  to  and  made 
effective  January  1,  1908,  and  April  1,  1909. 

Some  time  during  the  early  part  of  the  year  1914,  the 
respondent  company  attempted  to  increase  its  telephone 
set  rental  to  $5.00  per  annum  without  first  having  secured 
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the  consent  of  this  Commission,  but  upon  the  statement 
of  this  Commission  that  such  increase  could  not  go  into 
effect  without  its  consent,  the  rate  was  promptly  withdrawn 
and  all  money  collected  under  the  new  rate  was  tendered 
and  refunded  to  parties  paying  the  same. 

So  the  real  question  to  be  decided  is,  what  is  the  legal 
rate  of  rental  for  telephone  sets  at  the  present  time?  Sec- 
tion 30,  Chapter  238,  Laws  of  1911,  Avhich  is  a  portion  of 
the  law  creating  this  Commission,  and  commonly  known 
as  the  **  Public  Utility  Law,"  reads  as  follows: 

Rates  of  January  1,  1^11,  to  be  rate.  "  Unless  the  Commission  shall 
otherwise  order,  it  shall  be  unlawful  for  any  common  carrier  or  public 
utility  governed  by  the  provisions  of  this  act  within  this  State  to  demand, 
collect  or  receive  a  greater  compensation  for  any  service  than  the  charge 
fixed  on  the  lowest  schedule  of  rates  for  the  same  services  on  the  first  day 
of  January,  1911." 

The  Commission  feels  that  any  conclusions  reached  in 
this  case  must  be  based  upon  the  analysis  of  the  section 
quoted,  and  particularly  upon  the  word  ^*  schedule/'  The 
word  ''schedule'*  originally  meant  a  strip  of  papyrus; 
later  a  leaf  or  piece  of  paper,  a  written  or  printed  list  or 
a  catalogue.  So  it  would  seem  from  this  definition  as  laid 
down  by  Webster,  that  a  schedule  was  the  written  list  of 
rates  in  existence  on  January  1,  1911. 

In  this  case,  the  '*  schedule  "  hereinbefore  referred  to 
would  seem  to  be  the  lowest  schedule  of  rates  published  by 
the  respondent  and  in  force  on  January  1,  1911. 

After  a  careful  study  of  the  testimony  in  this  case  and 
of  the  exhibits  submitted  and  introduced  at  the  time  of  the 
hearing,  the  Commission  finds:  that  the  legal  rate  at  the 
present  time  to  be  charged  by  the  respondent  at  its  ex- 
change at  Cedarvale,  Kansas,  is  $3.00  per  telephone  per 
annum  for  switching  services  and  $3.00  per  annum  rental 
for  telephone  set,  and  an  order  will  be  issued  accordingly. 

Order. 

July  10,  1914. 

This  case  being  at  issue  upon  complaint  and  answer 
filed,  and  having  been  duly  heard  and  submitted  by  the 
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parties,  and  investigation  of  the  matters  and  things  in- 
volved having  been  had  on  June  26,  1914,  and  the  Com- 
mission having  on  the  ninth  day  of  July,  1914,  made  and 
filed  its  report  containing  its  findings  of  fact  and  con- 
clusions thereon, 

It  is  now,  therefore,  ordered,  That  the  legal  rate  at  the 
present  time  to  be  charged  by  The  Missouri  and  Kansas 
Telephone  Company  at  its  exchange  at  Cedarvale,  Kansas, 
for  switching  rural  lines  and  for  rental  of  telephone  sets, 
be,  and  is,  as  follows,  to  wit : 

Switching  fee,  rural  line,  $3.00  per  telephone  per  annum,  with  ^xe  or 
mote  subscribers  attached  to  any  one  line. 
Rental  for  telephone  set,  $3.00  per  set  per  annum. 

It  is  further  ordered,  That  the  complaint  herein  referred 
to,  as  far  as  it  relates  to  matters  other  than  the  rate  of 
switching  fee  and  rental  for  telephone  sets,  be,  and  the 
same  is  hereby,  dismissed  without  prejudice. 

Dated  at  Topeka,  Kansas,  this  tenth  day  of  July,  1914. 


In  the  Matter  of  the  Applicatiox  of  The  Emporia  Tele- 
phone Company  to  Change  Its  Bate  for  Four-Party 
Selected  Service  in  the  City  of  Emporia. 

Docket  No.  742. 

Decided  July  23,  1914. 

Increase  in  Party  Line  Bates  Denied  —  Disapproval  of  Agreement  between 

City  and  Telephone  Company  —  Total  Operating  Revenues  and 

Bxpenses  to  be  Considered  in  Determining  Soill- 

ciency  of  Any  Particnlar  Rate. 

Upon  application  for  authority  to  increase  rates  for  four-party  line 
service  from  $1.00  to  $1.25  per  month,  it  appeared  that  the  applicant  and 
the  city  of  Emporia  had  entered  into  an  agreement  whereby  the  applicant 
should  pay  to  the  city  $100  per  month  for  five  years  in  lieu  of  any 
pole  rental  tax  or  tax  for  the  use  and  occupation  of  the  streets  of  the  city, 
in  consideration  of  which  the  city  agreed  not  to  oppose  an  increase  in  four- 
party  line  rates  from  $1.00  to  $1.25  per  month.  It  further  appeared  that 
should  the  Commission  not  approve  the  increase  in  rates  the  agreement 
would  thereupon  be  void. 
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The  Commission  found  that  the  tax  under  the  agreement  would  be  borne 
eventually  by  the  telephone  subscribers,  that  the  necessity  for  raising 
additional  funds  to  carry  out  the  contemplated  contract  had  prompted  the 
filing  of  a  petition  and  that  the  provisions  of  the  contract  were  un- 
reasonable. 

Held:  That  the  evidence  submitted  on  the  question  of  permitting  the 
applicant  to  increase  the  four-party  rate  to  $1.25  was  insufficient. 

The  Commission,  therefore,  refused  to  approve  the  petition  for  increased 
rates  believing  that  if  it  did  so  the  four-party  line  subscribers  alone  would 
be  compelled  to  pay  this  unreasonable  tax.* 

Appearances  : 
J.  L.  Hunt  and  Hamer  and  Ganse,  counsel  for  petitioner. 
//.  0.  Caster,  attorney  for  Public  Utilities  Commission. 

Opinion. 
KiNKEL,  Commissioner: 

The  petition  in  this  case  alleges  that  The  Emporia  Tele- 
phone Company  operates  a  telephone  exchange  in  the  city 
of  Emporia,  Lyon  County,  Kansas,  together  with  other 
exchange  and  toll  lines ;  that  its  present  rate  for  four-party 
selective  service  is  $1.00  per  month;  that  the  rate  is  not 
compensatory  and  is  not  sufficient  to  pay  the  cost  of  ren- 
dering selective  service;  and  that  the  whole  schedule  of 
rates  of  said  company  is  insufficient  to  pay  a  reasonable 
return  upon  the  investment  necessarily  made  by  said  com- 
pany in  its  property,  used  and  useful  in  furnishing  tele- 
phone service  in  the  city  of  Emporia,  and  prays  that  it  be 
permitted  to  file  w^ith  the  Commission  and  to  enforce  a  rate 
for  four-party  selective  service  of  $1.25  per  month. 

It  is  to  be  noted  that  the  one  question  before  the  Com- 
mission is  that  of  permitting  the  petitioner  to  file,  and  to 
enforce,  a  rate  for  four-party  selective  service  of  $1.25  per 
month.  Much  testimony  was  taken  at  the  time  of  hearings 
had  on  this  petition,  yet  practically  none  of  it  was  of  such 
a  character  as  to  be  of  much  assistance  in  reaching  a  con- 
clusion in  this  case. 

There  is  a  very  wide  difference  between  the  statements 
made  by  witnesses  for  petitioner  and  the  telephone  engi- 
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neer  of  this  Commission,  in  reference  to  the  excess  in  initial 
cost  to  install  equipment  employed  by  the  petitioner,  over 
the  cost  of  the  so-called  individual  line  plant;  the  latter 's 
statement  being  a  positive  declaration  that  the  actual  differ- 
ence in  the  initial  cost  referred  to  was  only  $647.  This 
statement  was  never  challenged,  therefore  petitioner's  tes- 
timony and  estimates  in  reference  to  additional  cost  on  this 
item  will  not  be  further  considered. 

The  accountant  of  this  Commission  attempted  to  verify 
the  testimony  of  witnesses  in  reference  to  certain  items  of 
maintenance,  depreciation,  cost  of  services  and  similar  ex- 
penditures, by  an  examination  of  petitioner's  books;  but 
owing  to  the  system  of  bookkeeping  employed  it  was  found 
impossible  to  ascertain  and  tabulate  these  several  items  of 
expense  as  related  to  the  four-party  line  service  in  question, 
and  therefore  the  result  of  any  comparison  made  by  any- 
one along  this  line  will  necessarily  be  on  some  arbitrary 
basis  chosen  solely  for  the  purpose  of  making  such 
comparison. 

In  view  of  these  facts  there  can  be  no  conclusion  reached, 
other  than  that  statements  of  all  witnesses  are,  of  a  neces- 
sity, based  on  arbitrary  assumptions,  and,  for  rate  making 
purposes,  do  not  furnish  the  best  evidence. 

For  example,  testimony  was  offered  showing  the  average 
length  of  residence  party  lines  to  be  5,261  circuit  feet; 
the  average  length  of  individual  lines  to  be  2,213  circuit 
feet ;  that  the  investment  for  outside  construction  per  aver- 
age length  line,  four-party  service,  amounted  to  $78.12  and 
for  individual  line  $33.40.  No  formula  was  given  for,  or  in 
explanation  of,  these  conclusions. 

It  would  seem  much  fairer  to  ascertain  the  average 
length  of  lines  of  this  plant,  by  dividing  the  total  number 
of  circuit  feet,  as  shown  by  the  last  report  of  this  company, 
by  the  number  of  its  lines  reported ;  and  by  doing  this  we 
find  the  average  length  per  line  in  circuit  feet  to  be  only 
3,714  feet.  Likewise,  in  the  matter  of  ascertaining  the 
investment  per  line,  it  is  not  clear  how  the  various  items  of 
cost  in  connection  with  a  telephone  line,  can  be  allocated 
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to  proper  accounts  pertaining  to  any  one  service,  when 
there  are  many  services  being  furnished  on  the  same  pole 
lead  and  even  through  the  same  cable.  Again  referring  to 
the  last  report  of  petitioner,  we  find  that  a  value  is  placed 
on  its  exchange  lines.  Dividing  this  sum  by  the  number  of 
lines  then  in  use,  we  have  the  sum  of  $45.57,  which  would 
seem  to  be  a  fair  average  investment  per  line,  of  all  classes 
of  service,  and  which  sum  varies  very  materially  from  the 
testimony  offered  in  this  case. 

It  is  impossible  to  fix  rates  for  any  given  class  of  service, 
based  on  testimony  such  as  is  presented  in  this  case.  The 
Commission  believes  it  to  be  impossible  to  fix  rates  on  any 
given  class  of  service,  without  taking  into  consideration 
the  entire  operation  and  value  of  the  plant,  which  has  not 
been  done  in  this  case.  For  the  purpose  of  showing  the 
insuflSciency  of  figures  presented  by  petitioner  we  show 
results  obtained  on  the  basis  hereinbefore  suggested  as  to 
the  average  length  and  investment  per  line,  to  wit : 

AviauGE  Length  and  Investment  per  Line. 

Party   Individtial 

Average  length  per  line 3,714  3,714 

Investment  per  line  (outside  construction) $45  57  $45  57 

Investment  per  station 15  08  45  57 

Income  per  line 3  02  2  10 

Income  per  station 1  00  2  10 

Feet  of  circuit  per  $100  of  return 1,296  1,768 

Investment,    outside    construction    per    $1.00    of 

monthly  income  $15  08  $21  70 

Summary  op  Investment. 

Central  office  per  line $14  30  $12  05 

Outside  construction  per  line 45  57  45  57 

Sub-station  per  line. .  .* 40  67  13  00 

Total  per  Line. $100  54        $70  62 

Total  per  station  (3.02  per  line  on  party  lines) $33  29        $70  62 

Income  per  month 1  00  2  10 

Investment  per  $1.00  of  monthly  income 33  29  33  62 
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From  this  summary,  which  is  as  fair  as  those  presented 
by  the  petitioner,  it  is  conclusively  shown  that  the  party 
line  service  requires  practically  the  same  amount  of  in- 
vestment, per  $1.00  monthly  income,  as  does  the  individual 
line,  and,  therefore,  four-party  line  service  rendered  by  the 
petitioner  is  as  profitable  as  the  average  individual  line 
service.  In  fact,  this  has  always  been  a  recognized  result 
The  manufacturers  of  this  class  of  equipment  have  always 
laid  great  stress  on  the  fact  that  the  installation  of  party 
line  service  requires  less  investment  and  was  more  profit- 
able than  individual  line  service. 

If  it  were  not  for  the  general  belief  in  this  apparent  fact, 
the  party  line  service  would  never  have  been  installed.  It 
should  be  the  desire  of  every  telephone  company  to  furnish 
the  widest  range  of  classification  of  service,  and  prices  to 
be  charged  therefor,  thereby  enabling  those  desiring  a 
cheaper  service  to  secure  it,  and  those  desiring  more 
prompt  service  to  have  opportunity  to  purchase  same. 

It  is  shown  in  the  testimony  that  The  Emporia  Tele- 
phone Company  is  furnishing  unusually  efficient  and  suffi- 
cient service.  This  is  commendable  and  shows  conclusively 
that  reasonably  efficient  and  sufficient  service  can  be  fur- 
nished through  party  line  service. 

It  is  said  by  competent  authority  that  residence  tele- 
phones are  used  less  than  3  per  cent,  of  the  time,  and  there- 
fore it  is  evident  that  a  patron  who  is  not  engaged  in  mer- 
cantile business  can  find  this  class  of  service  satisfactory. 
On  the  other  hand,  it  is  a  matter  of  common  knowledge  that 
four  parties  on  a  line  very  decidedly  tend  to  slow  down 
the  service,  and  to  anyone  to  w^hom  time  is  any  object,  the 
service  is  not  satisfactory  and  a  larger  sum  should  be  paid 
for  more  exclusive  service. 

In  addition  to  these  facts,  it  has  been  repeatedly  held  by 
the  courts,  that  the  question  as  to  whether  or  not  the  rate 
on  any  one  given  class  of  service  is  compensatory  or  not, 
is  not  the  vital  question. 

It  is  a  well  established  legal  fact  that  the  sufficiency  of 
any  rate  of  a  utility  should  be  governed  by  the  amount  of 
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its  total  operating  revenues  and  total  legitimate  expendi- 
tures. The  reason  for  this  rule  is  evident,  when  we  con- 
sider the  impossibility  of  reaching  an  equitable  conclusion 
in  a  case  such  as  the  one  before  us,  where  there  is  a  wide 
range  of  testimony,  all  of  which  must  be  based  on  arbitrary 
assumptions. 

The  testimony  shows  that  this  petitioner  and  the  city  of 
Emporia  have  been  in  a  long  and  extended  legal  contro- 
versy, and  there  is  introduced  in  evidence  a  copy  of  a 
signed  stipulation  between  the  contending  parties,  which 
recites,  in  part,  that  the  pending  suit  in  the  District  Court 
of  Lyon  County,  Kansas,  is  to  be  dismissed  with  prejudice 
at  the  cost  of  defendant ;  that  The  Emporia  Telephone  Com- 
pany agrees  to  pay  to  the  city  of  Emporia  the  sum  of 
$100  per  month,  commencing  on  the  first  day  of  January, 
1914,  and  continuing  for  a  period  of  five  years,  which  pay- 
ment is  to  be  in  lieu  of  any  pole  rental  tax,  or  any  tax  for 
the  use  and  occupation  by  said  company  of  the  streets, 
alleys  and  public  grounds  of  said  city,  during  said  period 
of  five  years ;  and.it  is  also  agreed  that,  in  consideration  of 
the  foregoing,  the  rate  of  $1.25  per  month  for  party  line 
service,  which  is  asked  for  by  the  petitioner  in  this  case, 
will  not  be  contested  by,  or  objected  to  by  the  said  city  of 
Emporia ;  and  if  the  Public  Utilities  Commission  shall  not 
approve  the  said  party  rate  of  $1.25  to  become  effective 
April  1,  1914,  then  this  agreement  shall  in  all  respects 
forthwith  cease  and  determine  and  be  of  no  force  or  effect. 

This  Commission  has  repeatedly  held  that  it  is  an  ad- 
ministrative body,  rather  than  a  judicial  one.  It  is  an 
established  principle  of  law  that  the  city  of  Emporia  has 
the  legal  right  to  assess  pole  rental  tax,  or  tax  for  the  use 
and  occupation  of  its  streets  and  alleys  against  The 
Emporia  Telephone  Company;  but  the  courts  have  held 
that  such  a  tax  must  be  fair  and  reasonable. 

It  is  the  province  of  the  court  rather  than  of  this  Com- 
mission to  pass  upon  the  fairness  and  reasonableness  of 
the  payment  of  the  sum  of  $100  per  month  by  this  peti- 
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tioner  to  the  city  of  Emporia,  as  provided  for  in  the  con- 
tract above  referred  to;  and  the  Commission  would  much 
prefer  not  to  express  any  opinion  in  the  matter.  However, 
since  the  approval  of  this  Commission  is  a  condition  pre- 
cedent to  the  operation  and  enforcement  of  the  contract, 
it  seems  necessary  to  pass  upon  that  question. 

Any  such  tax,  or  similar  expenditures  out  of  the  ordi- 
nary, paid  by  any  telephone  company,  naturally  and  logi- 
cally falls  finally  upon  that  portion  of  the  public  using  the 
telephone  service. 

It  is  unquestionably  true  that  any  tax  paid  by  a  tele- 
phone company  to  a  city  greater  than  is  borne  by  other 
property,  adds  just  that  much  additional  burden  to  the 
users  of  the  telephone  service. 

The  Oommission  feels  that  in  this  case  the  necessity 
for  raising  additional  funds  to  carry  out  the  contemplated 
contract,  herein  referred  to,  has  prompted  this  petitioner 
to  file  this  petition  for  increase  of  rates  for  this  particular 
class  of  service.  The  provision  of  the  contract,  as  to  the 
payment  of  $100  per  month  to  the  city  of  Emporia  by  the 
telephone  company  is  not  fair  and  reasonable.  On  the 
contrary  it  is  an  exorbitant  sum,  and  the  Commission  will, 
therefore,  not  approve  the  petition  for  increased  rates, 
believing  if  it  did  so  that  the  four-party  line  subscribers 
alone  will  be  compelled  to  pay  this  unreasonable  tax. 

The  Commission  has  given  this  case  its  most  careful 
consideration,  and  in  view  of  the  facts  surrounding  it 
and  the  conclusions  herein  reached,  the  application  will 
be  dismissed  without  prejudice,  and  an  order  will  issue 
accordingly. 

Order. 

The  petition  in  this  case  having  been  duly  heard  and 
submitted  by  the  petitioner,  and  investigation  of  the  mat- 
ters and  things  involved  having  been  had  on  April  2  and 
3,  1914,  and  on  June  20,  1914,  and  the  Commission  having 
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this  day  made  and  filed  its  report  containing  its  findings 
of  fact  and  conclusions  thereon, 

It  is  now,  therefore,  ordered,  That  the  application  of 
The  Emporia  Telephone  Company  to  change  its  rate  for 
four-party  selective  service  in  the  city  of  Emporia  be,  and 
it  is  hereby,  dismissed  without  prejudice. 

Dated  at  Topeka,  Kansas,  this  twenty -third  day  of  July, 
1914. 
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Railroad  Commission. 

Citizens  of  Florien  v.  The  Western  Union  Telegraph 

Company. 

Case  No.  2160  — Order  No.  1749. 

Decided  June  30,  1914, 
Telephone  —  Telegraph  Service  as  Snbstltute  for  Telegraph  Office. 

The  Commission  refused  to  require  the  re-establishment  of  a  telegraph 
office  at  a  point  where  tlie  receipts  were  insufficient  and  messages  could  be 
telephoned.* 

Order. 

This  case  came  on  to  be  heard  after  due  notice  havinfic 
been  given  to  all  interested  parties. 

The  Commission's  investigation  showed  that  at  present 
there  is  an  arrangement  whereby  persons  desiring  to  send 
telegraph  messages  from  Florien  may  do  so  by  telephoning 
their  messages  to  Leesville,  only  a  few  miles  distant. 
While  this  arrangement  is  not  a  perfect  one,  it  has  given 
fair  satisfaction  in  many  places  and  properly  equipped 
and  managed  should  prove  satisfactory  to  the  people  of 
Florien. 

Some  months  ago  there  existed  a  telegraph  office  at 
Florien,  but  the  receipts  did  not  justify  its  continuance  and 
nothing  developed  at  the  hearing  to  indicate  that  the  rev- 
enues of  the  office,  if  re-established,  would  justify  its  con- 
tinuance. Under  the  circumstances  the  Commission  cannot 
grant  the  application  of  petitioners. . 

It  is,  therefore,  ordered.  That  the  application  be,  and  it 
is  hereby,  denied  and  the  case  dismissed. 

Baton  Rouge,  Louisiana,  June  30,  1914. 
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Bailroad  Commissiojt  of  Louisiana  v.  Morgan's  Louisiana 
AND  Texas  Bailroad  and  Steamship  Company  and  The 
Western  Union  Telegraph  Company. 

No.  2117. 

Order  No.  1753. 

(Amending  Order  No.  1737.*) 
Decided  July  1,  1914, 

Partial  Suspension  of  Previous  Order. 

Order. 
At  a  general  session  of  the  Bailroad  Commission  of 
Louisiana,  held  in  the  oflSce  of  the  Commission,  in  the 
capitol  building,  at  Baton  Bouge,  Louisiana,  on  July  1, 
1914,  present.  Chairman  Taylor,  Commissioners  Bridges 
and  Michel,  having  under  further  consideration  Order 
Xo.  1737,*  issued  May  26,  1914, 

It  was  ordered^  That,  in  so  far  as  Order  No.  1737,  adopted 
May  26, 1914,  requires  The  Western  Union  Telegraph  Com- 
pany, within  fifteen  days  from  its  date,  to  re-open,  operate 
and  continue  in  operation  thereafter,  the  telegraph  office 
at  Eola,  Louisiana,  the  said  order  is  hereby  suspended  until 
further  notice. 

That  portion  of  the  said  Order  No.  1737  requiring  the 
Morgan's  Louisiana  and  Texas  Bailroad  and  Steamship 
Company  and  The  Western  Union  Telegraph  Company  to 
each  forfeit  and  pay  to  the  State  of  Louisiana  the  sum  of 
$100  for  violating  the  provisions  of  Bule  No.  81  of  the 
Bevised  Bules  and  Eegulations  of  the  Bailroad  Commission 
of  Louisiana  by  closing  or  discontinuing  the  telegraph  office 
or  station  at  Eola,  Louisiana,  without  the  consent  of  the 
Commission,  shall  remain  in  full  force  and  eflfect.f 

Baton  Bouge,  Louisiana,  July  1,  1914. 


*  Noted  in  Commission  Leaflet  No.  31,  at  page  39. —  Ed. 

f  A  similar  order  was  issued  on  July  29,  1914,  in  Railroad  Commission 
of  Louisiana  v.  Louisiana  Western  Bailroad  Company  and  The  Western 
Union  Telegraph  Company,  No.  2115.  Order  No.  1763.  Amending  Order 
No.  1736,  printed  in  Commission  Leaflet  No.  31,  at  page  38. —  Ed. 
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MASSACHUSETTS. 

Public  Service  Commission. 

In  the  Matter  op  Advance  Notification  to  Telephone 

SUBSCBIBEBS  OF   PeOPOSED    ChANGE  OF   NuMBERS. 
Dated  July  21,  1914. 
Oliaiiges  of  Numb«n  on  Party  LinM. 

Memorandum. 

rrom  time  to  time  changes  of  numbers  on  party  lines 
are  made  necessary  because  of  the  rearrangement  of  cir- 
cuits. At  the  request  of  the  Public  Service  Commission 
the  New  England  Telephone  and  Telegraph  Company  will 
hereafter  give  advance  notice  to  all  party  line  subscribers 
whose  numbers  are  to  be  changed. 

Where  such  changes  are  necessary,  all  things  being  equal 
as  regards  facilities,  preference  will  be  given  to  subscribers 
who  have  had  the  use  of  certain  numbers  for  the  longer 
period  of  time. 
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Railroad  Commission. 

In  the  Matter  of  the  Application  of  the  United  Home 
Telephone  Company  foe  Authority  to  Discontinue 
Certain  Free  Service  Over  the  Lines  of  Said  Com^ 
PANY  IN  the  County  of  Mason,  State  of  Michigan. 

T  — 52. 

Decided  June  26,  1914. 

Elimination  of  Free  Service  between  Exchanges  wltliin  the  County  or 
Mason  Ai>proYed  —  Establishment  of  Standard  Bate  Charged  by 
the  Michigan  Independent  Telephone  and  Traffic  Asso- 
ciation for  Toll  or  Long  Distance  Service. 

Appearance  : 

Thomas  Bromlet/y  Jr.y  representing  United  Home  Tele- 
phone Company. 

,    Opinion. 

Hemans,  Commissioner : 

Application  was  filed  in  the  above  entitled  matter  on  the 
thirtieth  day  of  March,  1914,  praying  for  an  order  of  the 
Commission  authorizing  the  discontinuance  of  free  service 
between  the  exchanges  of  said  company  in  the  county  of 
Mason,  State  of  Michigan.  Proof  of  publication  of  a  notice 
of  the  purpose  of  said  company  to  discontinue  such  free 
service  was  filed  on  the  third  day  of  April,  1914,  showing 
the  publication  of  said  notice  in  the  Ludington  Daily  NewSj. 
a  newspaper  of  general  circulation  in  the  community  served 
by  the  said  telephone  utility.  Hearing  was  had  in  the 
regular  order  from  which  it  appears  that  the  United  Home 
Telephone  Company  operates  a  telephone  system  with  ex- 
changes in  the  city  of  Ludington  and  villages  of  Scottville 
and  Fountain  in  the  county  of  Mason.  These  exchanges 
furnish  telephone  service  to  between  fourteen  hundred  and 
fifteen  hundred  subscribers.      The  rates  charged  by  the 
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company  in  the  city  of  Ludington  are  $30.00  for  business, 
$18.00  for  individual  line  residence  and  $12.00  for  four- 
party  selective  residence.  In  Scottville  the  rate  is  $20.00 
for  business  and  $12.00  for  residence  telephones.  At  Foun- 
tain the  business  rate  is  $15.00  and  the  farm  line  rate 
$12.00.  Scottville  is  nine  miles  and  Fountain  twenty-eight 
miles  from  Ludington.  Up  to  the  present  time,  the  com- 
pany has  provided  free  service  over  all  of  its  lines  within 
the  county  of  Mason.  The  evidence  shows  that  they  are  at 
present  employing  four  circuits  between  Scottville  and 
Ludington  and  are  handling  an  average  of  440  calls  per 
day  between  these  two  towns  without  compensation,  a  large 
portion  of  it  being  furnished  to  persons  who  are  not  even 
telephone  subscribers.  The  extent  of  toll  service  to  which 
the  average  telephone  subscriber  should  be  entitled  for  the 
regulation  exchange  rate  paid  is  one  diflScult  of  determina- 
tion in  certain  cases,  especially  in  cases  where  the  sub- 
scriber is  directly  connected  with  an  exchange  isolated  in 
character  and  must  have  the  use  of  what  otherwise  would 
be  denominated  a  toll  circuit  for  ordinary  communications 
of  community  interest  and  necessity.  Such  cases  bear 
more  analogy  to  the  separate  exchanges  within  a  given 
city  but,  generally  speaking,  more  satisfactory  conditions 
obtain  where  each  part  of  telephone  service,  exchange  and 
toll,  bear  their  appropriate  charge. 

The  average  telephone  subscriber  has  only  occasional 
use  for  other  than  exchange  service.  It  is  the  exceptional 
telephone  user  that  makes  use  of  the  long  distance  or  toU 
service  to  a  material  extent.  By  furnishing  long  distance 
service  as  an  incident  to  the  exchange  service  at  a  flat  rate, 
the  traflSc  upon  the  long  distance  circuits  is  unduly  con- 
gested and  the  service  rendered  unsatisfactory  while  the 
burden  of  maintaining  the  long  distance  service  is  borne 
to  as  great  an  extent  by  those  who  use  it  least  as  by  those 
who  use  it  most. 

It  is  the  claim  of  the  company  that  they  are  in  need  of 
additional  revenue  with  which  to  meet  costs  of  operation, 
depreciation  and  for  the  payment  of  a  reasonable  return 
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upon  the  capital  invested.  The  exchange  rates  are  cer- 
tainly not  excessive,  but  before  the  Cominission  would 
listen  to  their  increase,  it  would  require  the  company  to  so 
adjust  its  rates  that  it  would  receive  the  full  financial 
benefit  of  its  long  distance  or  toll  facilities. 

Because  of  these  considerations,  we  are  of  the  opinion 
that  the  United  Home  Telephone  Company  is  justified  in 
eliminating  from  its  rates  and  schedules,  so-called  ''free 
service  '^  between  its  exchanges  in  the  county  of  Mason, 
and  substituting  therefor  the  standard  rate  of  charge  for 
toll  or  long  distance  service  now  charged  by  the  Michigan 
Independent  Telephone  and  TraflSc  Association  and  by  the 
companies  affording  toll  or  long  distance  service  within  this 
State. 

An  order  to  this  effect  will  be  entered. 

Obdeb. 

Application  was  filed  in  the  above  entitled  matter  on  the 
thirtieth  day  of  March,  a.  d.,  1914,  together  with  proof  of 
publication  of  a  notice  by  said  United  Home  Telephone 
Company  in  the  Ludington  Daily  NewSy  a  newspaper  of 
general  circulation  in  the  territory  served  by  the  said  tele- 
phone utility,  setting  forth  that  on  March  31, 1914,  applica- 
tion would  be  made  to  this  Commission  for  permission  to 
discontinue  certain  free  service  over  the  lines  of  said  com- 
pany in  the  county  of  Mason,  State  of  Michigan,  and, 

An  order  of  hearing  in  pursuance  to  said  application 
having  been  fixed  for  the  ninth  day  of  June,  a.  d.,  1914,  at 
1.30  o'clock  in  the  afternoon  of  said  day,  at  the  oflSce 
of  the  Cominission  in  the  city  of  Lansing,  and  the  said 
United  Home  Telephone  Company  having  appeared  at  the 
time  and  place  mentioned,  by  its  general  manager,  Mr. 
Thomas  Bromley,  Jr.,  and  no  one  appearing  in  behalf  of 
the  citizens  of  said  county  of  Mason,  the  Commission  pro- 
ceeded to  a  hearing  of  said  application,  and. 

This  Commission  having  duly  considered  said  applica- 
tion and  the  evidence  offered  in  support  thereof,  by  virtue 
of  the  authority  vested  in  us  by  law, 
2 
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Do  hereby  authorizej  The  said  United  Home  Telephone 
Company  to  eliminate  the  so-called  free  service  between  its 
varions  exchanges  within  the  connty  of  Mason,  State  of 
Michigan,  and  to  substitute  therefor  the  standard  rate  of 
charge  for  toll  or  long  distance  service  now  charged  by 
the  Michigan  Independent  Telephone  and  Traffic  Associa- 
tion and  by  companies  affording  long  distance  service 
within  the  State  of  Michigan. 

Dated  June  26,  1914. 


In  the  Matter  of  the  Application  of  the  Citizens'  Tele- 
phone Company  of  Grand  Rapids,  Michigan,  for  Leave 
to  Increase  Certain  Telephone  Rates,  Rentals  and 
Charges  in  the  Village  of  Caledonia,  Michigan. 

T  — 61. 

Decided  Jtme  26,  1914, 
Elimination  of  Combination  Bates. 

Upon  application  for  authority  to  eliminate  combination  rates  within 
applicant's  Caledonia  exchange,  it  appeared  that  a  gross  rate  of  $20.00 
for  business  service  and  of  $17.00  for  residence  service  with  a  discount  of 
$2.00  in  each  case  if  the  quarterly  rental  was  paid  promptly  was  in  effect. 
It  further  appeared  that  certain  subscribers  had  the  lines  of  their  resi- 
dence and  business  telephones  so  bridged  that  a  call  through  central  was 
indicated  at  both  places,  and  that  for  these  combinations  the  company  in 
the  past  had  quoted  a  rate  of  $15.00  net  for  business  telephone  and  $12.00 
net  for  the  residence  telephone.  Accordingly  a  subscriber  who  main- 
tained a  residence  and  a  business  telephone  upon  lines  that  were  bridged 
obtained  the  same  at  a  combined  yearly  rental  of  $6.00  less  than  he  would 
were  the  lines  not  bridged. 

Held:  That  this  discrimination  is  not  justified,  since  the  difference  in 
the  equipment  required  where  lines  are  bridged  and  where  they  are  not 
is  immaterial,  thd  difference  in  investment  being  less  than  the  annual 
difference  in  the  rentals  charged  for  the  respective  services. 

The  elimination  of  the  combination  rate  was  authorized  and  the  sub- 
stitution of  the  regular  exchange  rates  for  service  or  combination  line? 
was  ordered.* 


Editor's  headnote. 
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Appearance  : 

Mr.  C.  E.  Tarte,  general  manager,  Citizens'  Telephone 
Company. 

Opinion. 
Hemans,  Commissioner: 

Application  was  made  in  the  above  entitled  matter  for 
the  elimination  of  so-called  combination  rates  within  the 
exchange  of  the  Citizens'  Telephone  Company  in  the  village 
of  Caledonia  and  proof  of  publication  of  a  notice  as  re- 
quired by  Section  10  of  Act  No.  206,  Public  Acts  of  1913 
has  been  filed.  Notice  of  hearing  upon  said  application 
was  duly  entered  and  a  copy  thereof  mailed  to  the  village 
president  of  the  village  of  Caledonia,  but  upon  the  hear- 
ing no  one  appeared  in  opposition  to  the  application. 

It  appears  that  the  Citizens'  Telephone  Company  have 
an  exchange  at  Caledonia  of  something  over  300  sub- 
scribers, approximately  100  being  within  the  village.  The 
rates  applicable  within  the  village,  in  accordance  with  the 
tariffs  on  file  with  this  department,  are,  for  business  tele- 
phones $20.00  per  year  gross  and  $18.00  if  quarterly  rental 
is  paid  on  or  before  the  twentieth  day  of  the  first  month 
of  the  quarter;  residence  telephones  $17.00  and  $15.00  if 
likewise  paid  quarterly  in  advance. 

It  appears  that  within  this  exchange  there  are  11  tele- 
phone subscribers  who  have  the  lines  of  their  residence 
and  business  telephones  so  bridged  that  the  call  through 
the  central  is  indicated  at  both  telephones.  There  is  also 
a  limited  number  of  telephones  on  party  lines  where  the 
same  condition  obtains.  For  these  combinations  the  com- 
pany has,  in  the  past,  quoted  a  rate  of  $15.00  net  for  the 
business  telephone  and  $12.00  net  for  the  residence  tele- 
phone, or  the  subscriber  who  maintained  a  residence  and 
business  telephone  upon  lines  that  were  bridged  obtained 
the  same  at  a  combined  yearly  rental  of  $6.00  less  than 
where  the  lines  were  not  bridged. 

The  conditions  do  not  justify  this  discrimination.  The 
same  equipment  is  required  in  the  case  where  the  lines  are 
bridged  as  where  they  are  not,  with  the  e^cception  that 
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where  the  lines  are  bridged,  one  drop  and  one  jack  serves 
the  purpose  of  the  two  telephones  as  against  two  drops  and 
jacks  in  the  case  of  an  individual  line.  This  difference  is 
immaterial,  as  an  investment,  it  is  less  in  its  total  amount 
than  the  yearly  difference  made  in  the  rate.  We  think  the 
company  is  justified  in  eliminating  this  rate.  If  the  par- 
ties desire  that  the  lines  should  be  bridged  so  that  the  ring 
from  central  actuates  the  bells  in  both  telephones,  it  should 
be  treated  as  an  accommodation  to  the  patron  and,  perhaps, 
as  a  service  to  which  he  is  entitled,  but  it  should  not  be 
used  as  a  basis  for  a  price  less  than  the  standard  rate  filed 
by  the  company  for  service  to  telephones  over  individual 
lines. 

The  statute  provides  that  all  patrons  shall  pay  like  rates 
for  like  contemporaneous  service.  This  provision  of  the 
law  is  not  being  observed  when,  under  the  guise  of  a  party 
line  rate,  patrons  are  accorded  individual  line  service. 

An  order  in  accordance  with  the  foregoing  will  be  entered. 

Order. 

Application  was  filed  in  the  above  entitled  matter  on  the 
twenty-sixth  day  of  May,  a.  d.,  1914,  together  with  proof  of 
publication  of  notice  by  said  Citizens'  Telephone  Company 
in  the  Caledonia  News,  a  newspaper  of  general  circulation 
in  the  territory  served  by  the  lines  and  facilities  of  said 
Citizens'  Telephone  Company  in  the  village  of  Caledonia, 
Betting  forth  that  on  the  twenty-sixth  day  of  May,  1914, 
application  would  be  made  to  this  Commission  for  per- 
mission to  charge  for  service  on  combination  lines  the  same 
rates  charged  for  individual  line  service  from  and  after 
the  first  day  of  July,  1914,  said  proposed  rates  being  set 
forth  in  said  notice,  and. 

An  order  of  hearing  in  pursuance  to  said  application 
having  been  fixed  for  the  seventeenth  day  of  June,  a.  d., 
1914,  at  11  o'clock  in  the  forenoon  of  said  day  at  the  office 
of  the  Commission  in  the  city  of  Lansing  and  notice  having 
been  mailed  to  the  president  of  the  village  of  Caledonia 
and  the  said  Citizens'  Telephone  Company  having  appeared 
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at  the  time  and  place  mentioned,  by  its  general  manager, 
Mr.  C.  E.  Tarte,  and  no  one  appearing  in  behalf  of  the 
citizens  of  the  village  of  Caledonia,  the  Commission  pro- 
ceeded to  a  hearing  of  said  application,  and. 

This  Commission  having  duly  considered  said  applica- 
tion and  the  evidence  offered  in  support  thereof,  by  virtue 
of  the  authority  vested  in  us  by  law. 

Do  hereby  authorizey  The  said  Citizens'  Telephone  Com- 
pany to  publish  and  make  effective  as  of  the  first  day  of 
July,  A.  D.,  1914,  the  same  charge  for  service  on  combina- 
tion lines  as  are  now  in  effect  for  individual  line  service, 
as  follows: 


Business  telephones  . 
Residence  telephones 


Gro89 

Net 

$20  00 

$18  00 

17  00 

15  00 

Dated  June  26,  1914. 
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In  the  Matter  of  the  Application  on  the  Pabt  of  the 
Mississippi  Home  Telephone  Company  fob  Leave  to 
Close  Down  Its  Plant  in  Jackson,  Mississippi. 

Case  No.  4128. 

Dated  July  7,  1914. 

Orant  of  Additional  Time  during   Which  Telephone  Plant  Bfay  Remain 
Closed,  Pending  Installation  of  New  Equipment. 

Obder. 

This  matter  came  on  this  day  to  be  heard  on  the  applica- 
tion made  by  the  general  manager  of  the  Mississippi  Home 
Telephone  Company  and  the  attorney  for  the  said  com- 
pany, for  an  extension  of  the  time  allowed  by  the  Conmiis- 
sion*  on  the  eighth  day  of  April  last  to  the  said  telephone 
company  within  which  to  make  the  necessary  arrangements 
to  change  its  telephone  system  in  the  city  of  Jackson : 

And  it  appearing  that  the  said  telephone  company  is 
negotiating  for  equipment  and  that  it  has  not  yet  consum- 
mate<l  any  agreement  or  arrangement  to  procure  and  in- 
stall the  necessary  equipment  intended  to  be  substituted 
for  that  which  it  has  been  using  heretofore. 

It  is,  therefore,  orderedy  That  the  said  Mississippi  Home 
Telephone  Company  for  the  purposes  above  indicated  shall 
have  90  days  additional  time  within  which  and  during 
which  it  may  continue  the  plant  in  Jackson  in  its  present 
condition  and  during  which  it  shall  not  be  required  to 


•  The  ])revious  order  of  the  Commission  is  printed  in  Commission  Leaf- 
let Xo.  :{0.  at  pap:e  124.').—  Ed. 
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operate  the  said  plant  unless  this  arrangement  should  be 
consummated  within  that  time. 

And  it  is  further  ordered,  That  if  the  arrangement  should 
not  be  consummatcfd  within  the  said  90  days  that  the  said 
company  report  further  to  this  Commission  at  the  end  of 
the  said  90  days  showing  what  has  been  done  by  it  looking 
to  the  installation  of  the  proposed  new  equipment. 

Ordered  this  the  seventh  day  of  July,  1914. 
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Public  Service  Oommission. 

Edina  Commekcial  Club  v.  Edina  Telephone  Company. 

Case  No.  311. 

Decided  June  29,  1914, 

Ck>ii8traction   of   "Cooper  Act"   Enabliiig  MnniciiMdltiM  to  Fix   Bates 
for  UtUitlee,  Within  the  Corporate  Lliiilts. 

Held:  That  the  power  of  the  city  under  the  Cooper  Act  was  circum- 
scribed as  to  territory  by  the  corporate  limits  of  the  city. 

That  that  part  of  the  ordinance  of  the  city  of  Edina  passed  under  the 
Cooper  Act,  which  attempts  to  establish  the  ri.erhts  of  the  city  and  telephone 
company  outside  of  the  corporate  limits  of  Edina,  is  unenforceable.* 

Opinion. 

The  Edina  Commercial  Club,  a  voluntary  association  of 
the  city  of  Edina,  Knox  County,  this  State,  on  the  eleventh 
day  of  March,  1914,  filed  with  this  Commission  a  complaint 
against  the  defendant,  the  Edina  Telephone  Company, 
alleging  that  the  defendant  was  charging  for  telephone 
service  rates  in  excess  of  its  schedule  on  file  with  the  Com- 
mission, and  praying  an  order  requiring  the  company  to 
furnish  service  in  accordance  with  said  schedule  and  for 
general  relief.  The  defendant  filed  answer  denying  the 
allegations  of  the  complaint  as  to  excessive  charges,  and 
alleging  that  its  rates  for  service  were  the  rates  shown 
by  its  schedule  as  published  and  on  file  with  the  Commis- 
sion.    The  case  was  heard  at  Edina,  April  3,  1914. 

It  was  developed  at  the  inception  of  the  hearing  that  the 
real  grievance  of  the  complainant  was  not  that  alleged  in 
the  complaint,  namely,  the  charging  of  rates  in  excess  of 
the  rates  on  file,  but  rather  that  the  company  was  not 
giving  to  its  subscribers  in  Edina  free  service  to  all  points 


*  Editor's  headnote. 
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on  its  own  line  and  on  other  lines  within  Knox  County,  and 
the  complaint  was  accordingly  amended.  The  change  of 
issues  thus  made  will  more  plainly  appear  by  setting  out 
Paragraph  3  of  the  complaint  as  filed  and  also  as  amended 
at  the  hearing.     Said  Paragraph  3  as  filed  was  as  follows : 

**  That  the  defendant  has  heretofore  to  wit,  on  the  twenty-second  day  of 
Augrnst,  1913,  filed  with  the  Public  Service  Commission  of  the  State  of 
Missouri,  as  required  by  Section  88  of  the  Public  Service  Conmiission  Law, 
a  schedule  showing  the  rates,  rentals  and  charges  for  each  kind  of  tele- 
phone service  as  furnished  by  it  over  its  telephone  lines  in  the  city  of 
Edina  and  Knox  County,  Missouri;  that,  as  shown  by  said  schedule,  the 
initial  rate  area  of  the  defendant  from  the  central  office  in  the  city  of 
Edina,  county  of  Knox,  State  of  Missouri,  includes  the  city  of  Edina  and 
also  Knox  County,  that  is  to  say,  that  the  subscribers  of  the  defendant 
telephone  company  in  the  city  of  Edina  and  Knox  County  are  entitled  to 
receive  from  the  defendant  service  to  any  point  on  its  line  in  the  city  of 
Edina  and  also  service  to  any  point  on  its  line  in  Knox  County,  and  the 
subscribei's  for  telephone  service  at  any  point  in  Knox  County  are  entitled 
to  receive  service  to  any  point  in  Edina  on  defendant's  line  at  the  rates 
as  indicated  in  the  schedule  of  the  defendant  as  filed  with  the  Public 
Service  Commission  of  tliis  State  on  the  twenty-second  day  of  August, 
1913;  that  the  defendant  refuses  to  furnish  its  subscribers  living  in  the 
city  of  Edina  with  telephone  service  to  points  outside  the  city  of  Edina 
in  Knox  County,  but  has  wholly  refused  to  furnish  telephone  subscribers 
in  the  city  of  Edina  with  service  to  other  points  on  its  lines  in  Knox 
County  at  the  rates  indicated  in  such  schedule  and  that  defendant  threatens 
and  will  so  continue  to  refuse  to  furnish  subscribers  to  its  service  in 
Edina  with  service  to  points  on  its  line  in  Knox  County  for  the  price  and 
sum  as  shown  by  its  schedule  aforesaid." 

The  amendment  changed  only  the  latter  part  of  said 
paragraph  and  such  part  as  amended  reads  as  follows  (the 
words  added  being  indicated  by  italics) : 

**  That  the  defendant  refuses  to  furnish  its  subscribers  living  in  the  city 
of  Edina  with  telephone  service  to  subscribers  on  its  and  other  lines 
outside  the  city  of  Edina  in  Knox  County,  and  has  wholly  refused  to  fur- 
nish telephone  subscribers  in  the  city  of  Edina  with  service  to  other 
points  on  its  and  other  lines  in  Knox  County  and  other  points  within  a 
radius  of  20  miles  of  Edina  at  the  rates  indicated  in  such  schedule  and 
that  defendant  threatens  and  will  so  continue  to  refuse  to  furnish  sub- 
scribers to  its  service  in  Edina  with  senice  to  subscribers  and  points  on 
its  and  other  lines  in  Knox  County,  as  provided  in  ite  contract  and  fran- 
chise granted  by  said  city  of  Edina,  for  the  price  and  sum  as  shown  by 
its  seliedule  aforesaid." 
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The  evidence  disclosed  the  following  facts : 

The  Edina  Telephone  Company  has  a  capital  stock  of 
$1,000,  the  stock  being  owned  by  G.  W.  Kinsel,  general 
manager  of  the  company,  and  two  others.  The  property 
of  the  company  is  of  the  value  of  about  $9,000.  It  owns 
and  operates  an  exchange  in  Edina  and  has  lines  leading 
out  into  the  surrounding  country.  There  are  about  250 
subscribers  in  Edina  and  a  like  number  in  the  country. 
In  some  instances  the  lines  extending  into  the  country  are 
owned  a  part  of  the  distance  by  the  company  and  the  re- 
mainder by  the  subscribers,  in  others,  the  lines  are  owned 
by  the  subscribers  and  the  station  equipment  by  the  com- 
pany, while  in  still  others,  both  station  equipment  and  lines 
to  the  city  limits  are  owned  by  the  subscribers.  In  such 
cases  lower  rates  are  charged,  by  reason  of  such  divided 
ownership. 

There  are  small  exchanges  at  neighboring  towns  and 
villages  in  Knox  County  which  offer  an  exchange  of  free 
service  with  the  defendant  company  (some  of  these  ex- 
changes now  have  such  service),  and  complainant  contends 
that  the  subscribers  residing  in  Edina  are  entitled  to  free 
service  with  all  lines  in  the  county,  whether  owned  by  the 
defendant  company  or  not.  The  exchange  upon  which  the 
controversy  was  largely  centered  is  that  of  the  town  of 
Novelty,  a  village  in  the  southwestern  part  of  Knox  County, 
near  the  line  of  Shelby  County.  Novelty  is  a  very  small 
place  with  a  telephone  exchange  of  125  subscribers,  most 
of  whom  are  farmers  residing  in  the  neighborhood  outside 
of  the  village.  The  Novelty  exchange  has  free  arrange- 
ments with  a  number  of  exchanges  in  Shelby  County. 
Several  years  ago  it  had  similar  free  service  relations  with 
the  Edina  exchange,  but  the  line  connecting  the  two  towns 
became  out  of  repair  and  the  service  was  discontinued,  to 
the  great  disadvantage  of  the  business  interests  of  Edina. 
Novelty  was  without  a  railroad  until  last  year,  and  free 
telephone  service  to  Edina  is  not  so  important  to  it  now 
as  formerly.  The  business  men  of  Edina  were  anxious 
to  have  the  former  free  service  arrangements  with  the 
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Novelty  exchange  reinstated,  and  to  that  end  a  delegation 
made  a  trip  to  Novelty  to  confer  with  the  oflScers  of  the 
telephone  company  at  that  place,  Kinsel,  defendant 's  man- 
ager, being  one  of  the  party.  This  conference  was  pre- 
arranged with  the  officers  of  the  Novelty  exchange,  who 
claimed  to  be  favorable  to  the  project.  At  the  conference 
the  president  of  the  Novelty  exchange  insisted  that  in  order 
to  establish  free  service  relations  with  that  company,  the 
Edina  exchange  must  also  take  into  the  arrangement  on 
the  same  basis  all  of  the  exchanges  in  Shelby  County  with 
which  the  Novelty  company  had  free  service  relations. 
Eonsel  refused  to  accede  to  this  proposition,  on  the  ground 
that  his  company  could  not  aflford  to  render  the  additional 
service  without  an  increase  of  rates,  but  he  offered  to  enter 
into  such  free  service  arrangements  with  the  Novelty  ex- 
change alone.  He  made  a  further  proposition  that  the 
entire  controversy  be  submitted  for  decision  to  six  men, 
three  to  be  selected  by  each  side,  and  that  both  companies 
abide  by  the  result  of  such  decision.  This  offer  was  de- 
clined by  the  Novelty  company  and  there  the  matter  ended. 
The  schedule  of  rates  of  the  defendant  company  filed 
with  this  Commission  is  the  following: 

Rates  fob  service  to  subscribers  located  within  initial  rate  area, 

COMPANY   furnishing    AND    MAINTAINING    ALL  EQUIPMENT. 

Per  Per 

month  ffear 

Business,  special  lines,  wall  set $1  75  .f21  00 

Business,  party  lines,  wall  set 1  50  18  00 

Business,  extension  sets,  wall  set 1  00  12  00 

Residence,  special  lines,  wall  set 1  25  15  00 

Residence,  two-party  lines,  wall  set 1  00  12  00 

Rates  on  rural  or  farm  lines  beyond  initial  rate  area. 

Subscriber  furnishing  and  maintaining:  all  e<|uipiueiit  for  each 
subscriber,  per  year $4  00 

Subscriber  furnishing  and  maintaining  line  and  telephone  com- 
pany the  station  equipment,  for  each  subscriber,  per  year. ...         7  00 

The  complainant  introduced  in  evidence  an  ordinance  of 
the  city  of  Edina,  duly  passed  on  the  seventh  day  of 
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February,  1910,  fixing  the  rates  to  be  charged  by  the  de- 
fendant telephone  company;  also  an  ordinance  amendatory 
thereof  passed  on  the  first  day  of  August,  1910.  Section  7 
of  the  ordinance  of  February  1,  1910,  is  as  follows : 

"  The  monthly  rental  of  telephones  furnished  by  the  Edina  Telephone 
Company,  a  corporation,  to  its  patrons  in  said  city  of  Edina,  Missouri, 
shall  not  exceed  the  sum  of  $1.00  for  each  'phone  in  resident  houses  per 
month  and  shall  not  exceed  the  sum  of  $1.25  per  mcmth  for  each  'phone 
in  business  houses  in  said  city  of  Edina,  Missouri.  Provided,  however, 
that  if  the  said  Edina  Telephone  Company,  a  corporation,  its  successors 
and  assigns,  shall  furnish  to  all  of  its  said  patrons  in  said  city  of  Ediua, 
Missouri,  connection  with  all  other  telephone  lines  and  switchboards  in 
Knox  County,  Missouri,  and  all  other  switchboards  within  a  radius  of 
20  miles  of  said  city  of  Edina,  Missouri,  then  and  in  such  event,  the 
rental  rate  shall  not  exceed  the  sum  of  $1.25  for  each  'phone  furnished 
in  resident  houses  per  month,  and  shall  not  exceed  the  sum  of  $1.50  per 
month  for  each  'phone  furnished  in  business  houses  in  the  city  of  Edina, 
Missouri;  and  the  said  Edina  telephone  office  shall  be  open,  at  all  times, 
both  day  and  night,  and  furnish  continual  service  to  its  patrons,  except 
on  the  first  day  of  the  week,  commonly  called  Sunday,  when  said  office 
may  be  closed  on  said  days  from  10  o'clock  a.  m.  until  1  o'clock  p.  m.'* 

The  amendatory  ordinance  need  not  be  set  out  for 
reasons  which  will  hereinafter  appear. 

CONCLUSIONS. 

Upon  a  review  of  the  testimony,  we  have  reached  the  con- 
clusion that  the  complaint  cannot  be  sustained,  and  for  the 
reasons  following: 

1.  As  to  the  complaint  that  the  defendant  was  charging 
rates  in  excess  of  the  schedule  on  file  with  the  Commission, 
it  is  suflScient  to  say  that  there  is  an  entire  failure  of  proof. 

2.  It  should  be  observed  that  while  the  amendment  to 
the  complaint  refers  to  the  service  required  of  the  de- 
fendant company  *  *  as  provided  in  its  contract  and  fran- 
chise granted  by  said  city  of  Edina  "  there  is  no  testimony 
in  the  record  as  to  either  a  franchise  or  contract  between 
the  city  and  the  defendant  except  a  reference  to  a  franchise 
which  had  expired.  The  **  franchise  and  contract"  re- 
ferred to  and  relied  upon  by  complainant  is  the  city  ordi- 
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nance  passed  pursuant  to  the  Cooper  Act,  which  act 
conferred  authority  upon  the  city  to  fix  telephone  rates  — 
an  entirely  different  matter  from  a  franchise  contract 
between  the  city  and  company  prescribing  the  terms  and 
conditions  of  the  use  of  the  streets,  alleys  and  public  places 
of  the  municipality  and  of  service  by  the  company. 

The  amendment  of  the  complaint  at  the  hearing  was 
intended  to  broaden  its  scope,  so  as  to  charge  that  the 
defendant  refused  to  furnish  to  its  subscribers  in  Edina 
service  to  points  on  its  line  and  other  lines  in  Knox  County, 
**  as  provided  in  its  contract  and  franchise  granted  by  said 
city  of  Edina."  This  amendment  introduced  an  entirely 
new  issue  and  makes  necessary  a  consideration  of  the 
authority  of  the  city  to  fix  telephone  rates  and  the  juris- 
diction of  this  Commission  in  the  premises. 

Sections  9568,  9569,  9570,  R.  S.  1909,  known  as  the 
**  Cooper  Act,"  conferred  upon  cities  **  power  and  author- 
ity to  fix  by  ordinance  the  rates  of  charge  for  the  services 
of  such  utilities  within  their  corporate  limits."  It  was 
further  provided  in  said  act  that  the  rates  fixed  under  the 
provisions  thereof  should  not  be  changed  oftener  than  once 
every  two  years.  This  law  was  enacted  in  the  year  1907, 
and  prior  thereto  cities  were  without  authority  in  the  mat- 
ter of  fixing  rates  for  telephone  service.  State  ex  rel.  v. 
Telephone  Company,  189  Mo.  83. 

Pursuant  to  the  provisions  of  that  act  the  city  of  Edina 
on  February  1,  1910,  passed  an  ordinance  fixing  telephone 
rates,  as  shown  in  Section  7  thereof,  hereinabove  set  out. 
The  ordinance  passed  August  1  of  the  same  year  purported 
to  change  the  rates  as  fixed  in  the  former  ordinance.  The 
Cooper  Act  expressly  forbade  any  change  in  the  rates  fixed 
under  its  authority  within  a  period  of  two  years ;  hence  the 
ordinance  of  August,  1910,  was  invalid  and  the  committee 
recently  appointed  by  the  Commercial  Club  of  Edina,  com- 
plainant herein,  to  investigate  the  telephone  controversy 
so  found  in  its  report,  which  was  introduced  in  evidence. 
(See  complainant's  exhibit  '*  B.") 
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We  have  before  us,  therefore,  the  ordinance  of  February 
7,  1910,  under  which  complainant  alleges  that  subscribers 
in  the  city  of  Edina  are  denied  free  service  on  certain  tele- 
phone lines  in  Knox  County,  but  outside  of  the  limits  of 
said  city.  The  jurisdiction  of  this  Commission  over  tele- 
phone companies  as  prescribed  by  Section  90  of  the  Public 
Service  Commission  Law,  extends  to  the  supervision  of 
such  companies  **  with  respect  to  their  compliance  with  all 
of  the  provisions  of  law,  orders  and  decisions  of  the 
Commission,  franchises  and  charter  requirements."  The 
power  of  the  city  under  the  Cooper  Act  was  circumscribed 
as  to  territory  by  the  **  corporate  limits'^  of  the  city 
{Home  Tel.  Co,  v.  Carthage,  235  Mo.  644,  656),  and  it  is 
apparent  that  so  far  as  the  Cooper  Act  is  concerned  such 
part  of  the  ordinance  as  attempts  to  establish  the  rights 
of  the  city  and  telephone  company  outside  of  the  corporate 
limits  of  Edina  is  unenforceable,  and  that  this  Commission 
is  without  jurisdiction  to  act  thereunder.  Moreover,  the 
Cooper  Act  confers  power  upon  cities  **  to  fix  the  rates  of 
charge  for  the  services  of  such  utilities,"  etc.  It  gave  no 
power  other  than  over  the  subject  of  **  Bates  of  Charge 
for  Service."  So  that  the  power  of  the  city  to  contract 
with  or  grant  a  franchise  to  a  telephone  company  and  to 
prescribe  therein  conditions  as  to  service  by  the  company 
remained  unaffected  by  the  Cooper  Act.  The  complaint 
in  this  cause  under  the  amendment  goes  only  to  the  service 
to  be  rendered,  and  not  to  the  rates  charged.  Attention 
Was  called  to  this  fact  and  emphasized  at  the  hearing  by 
counsel  for  complainant.  And  as  the  refusal  of  the  de- 
fendant to  render  the  service  complained  of  is  as  to  service 
entirely  outside  of  the  city  of  Edina,  we  cannot  consider  the 
ordinance  in  evidence  as  aflfording  a  basis  for  the  exercise 
of  our  jurisdiction. 

3.  Many  other  matters  not  within  the  allegations  of  the 
complaint  were  testified  to  by  witnesses  for  complainant 
We  shall  not  discuss  them  in  this  report,  for  the  reason 
that  they  are  not  properly  before  us  and  therefore  it  would 
not  be  profitable  to  do  so. 
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An  order  will  be  entered  as  of  this  date,  in  accordance 
\vith  the  views  above  expressed. 

Order. 

The  above  entitled  cause  being  at  issue  upon  complaint 
and  answer  on  file,  and  having  been  duly  heard  and  sub- 
mitted by  the  parties,  and  full  investigation  of  the  matters 
and  things  involved  having  been  had,  and  the  Commission 
having  on  the  date  hereof,  made  and  filed  a  report  contain- 
ing its  findings  of  fact  and  conclusions  thereon,  which  said 
report  is  hereby  referred  to  and  made  a  part  hereof :  Now, 
after  due  deliberation. 

It  is  ordered^  1.  That  the  complaint  in  the  above  entitled 
cause  be,  and  the  same  hereby  is,  dismissed. 

Ordered,  2.  That  the  Secretary  of  the  Commission  forth- 
with serve  upon  the  parties  complainant  and  defendant 
certified  copies  of  this  order  and  the  opinion  filed  herein. 

Dated  at  Jefferson  City,  Missouri,  this  twenty-ninth  day 
of  June,  1914. 


In  the  Matter  of  the  Application  op  the  Liberty  Tele- 
phone Company,  a  corporation,  for  an  Order  Approv- 
ing A  Plan  of  Reorganization,  for  a  Certificate  of 
Necessity  and  an  Order  Authorizing  the  Issue  of 
Stock. 

Case  No.  402. 

Bedded  June  29,  1914, 

BefnsAl  to  Approve  Plan  of  Beorganisatton  InToMng  Exchange  of  Treasury 
Stock  for  Bights  of  Way  and  Services  in  Procuring  Same. 

The  Commission  was  asked  to  approve  a  plan  of  reorganization  involv- 
ing a  contract  wherein  the  Liberty  Telephone  Company  agreed  to  pay 
$10,000  to  F.  W.  Fratt  for  rights  of  way  to  be  procured  by  him  and  for 
his  services  in  connection  therewith.  On  his  part  Fratt  agreed  to  procure 
certain  rights  of  way  and  to  purchase  $10,000  of  treasury  stock,  and  upon 
conditions  set  forth,  to  purchase  certain  securities  which  the  company  pit)- 
posed  to  issue  upon  its  reorganization.  The  entire  agreement  was  con- 
ditioned upon  the  company's  ability  to  secure  the  Commission's  approval 
of  the  plan  of  reorganization  and  proposed  extensions  of  its  lines. 
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The  Commission  found  that  the  agreement  was  in  effect  a  proposal  to 
issue  to  Fratt  $10,000  of  stock  in  payment  (a)  for  the  right  to  use  the 
public  streets  of  North  Kansas  City  to  be  granted  by  the  North  Kansas 
City  Development  Company,  (b)  for  the  right  to  use  certain  easements 
reserved  by  the  development  company  in  the  plat  of  North  Kansas  City 
and  (c)  for  Mr.  Fratt's  ser\'ices  in  financing  the  plan  of  reorganization. 

Held:  That  such  a  grant  of  the  right  to  use  the  public  streets  may  not 
be  capitalized. 

The  Commission  was  not  satisfied  that  the  property  to  be  acquired  and 
the  services  of  Mr.  Fratt  were  reasonably  worth  $10,000,  and  therefore 
refused  to  approve  the  plan  of  reorganization.* 

Opinion. 

I. 

The  application  filed  herein,  entitled  as  above  stated, 
states  in  substance  that  the  Liberty  Telephone  Company 
is  a  corporation  duly  organized  under  the  laws  of  this 
State  with  its  principal  place  of  business  at  Liberty, 
Missouri ;  that  it  conducts  a  general  telephone  business  in 
Clay  County,  in  and  around  the  city  of  Liberty,  the  village 
of  Randolph  and  the  city  of  North  Kansas  City,  all  in 
said  county;  that  its  property  consists  of  telephone  ex- 
changes at  the  city  of  Liberty,  the  village  of  Randolph  and 
the  city  of  North  Kansas  City,  together  with  all  the  equip- 
ment, lines  of  wire  and  poles,  and  all  appliances  necessary 
for  conducting  a  general  city  and  rural  telephone  business ; 
that  the  applicant  desires  to  issue  100  shares  of  common 
stock  of  the  par  value  of  $100  per  share;  that  the  use  to 
which  the  capital  to  be  secured  by  the  issuance  of  such 
stock  is  to  acquire  property  and  for  the  purpose  of  financ- 
ing the  increase  of  capital  stock,  and  a  bond  issue  for  the 
purpose  of  raising  money  to  be  used  in  construction,  ex- 
tension and  improvement  facilities;  that  the  property  to 
be  acquired  with  the  money  secured  by  such  issue  of  stock 
is  the  following: 

The  right  of  way,  license  or  privilege  through  the  streets, 
alleys  and  other  thoroughfares  or  reservations,  within  the 
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limits  of  the  city  of  North  Kansas  City,  in  Clay  County, 
Missouri,  which  are  owned  or  controlled  by  the  North 
Kansas  City  Development  Company,  as  shown  by  the 
attached  plat  of  North  Kansas  City,  marked  '*  Exhibit  B  ". 

That  the  said  property  for  such  use  and  the  financing  of 
said  company  upon  reorganizing  is  reasonably  worth 
$10,000;  that  a  contract  for  the  acquiring  of  said  right  of 
way,  license  or  privilege,  through  the  streets,  alleys  and 
other  thoroughfares  or  reservations  in  said  North  Kansas 
City,  and  for  the  financing  of  said  Liberty  Telephone  Com- 
pany upon  an  increase  of  its  capital  stock  and  bond  issue 
heretofore  referred  to  has  been  entered  into  with  Fred- 
erick W.  Fratt,  a  copy  of  such  contract  is  attached  to  the 
petition  as  **  Exhibit  C";  that  the  ability  of  the  North 
Kansas  City  Development  Company  to  make  a  grant  of  the 
property  which  is  to  be  acquired  as  heretofore  stated  is 
shown  by  the  dedication  of  the  North  Kansas  City  Develop- 
ment Company,  which  said  dedication  is  attached  to  this 
application  as  **  Exhibit  D  ". 

That  a  certificate  of  the  proceedings  of  the  directors 
and  stockholders  of  the  Liberty  Telephone  Company,  au- 
thorizing the  issue  of  the  said  100  shares  of  stock  is  at- 
tached to  the  petition  as  **  Exhibit  E  ";  that  a  certified 
list  of  the  stock  already  outstanding  is  attached  to  the 
application  as  ''  Exhibit  F  ''. 

The  applicant  asks  that  the  Public  Service  Commission 
make  an  order  approving,  ratifying  and  aflSrming  the  plan 
of  reorganization  as  set  forth  in  the  contract  attached  to 
the  application  as  **  Exhibit  C  ";  and  to  grant  a  certificate 
of  necessity,  providing  for  the  acquisition  of  the  property 
mentioned  in  this  petition,  and  also  an  order  authorizing 
the  issuance  of  100  shares  of  its  capital  stock  of  the  value 
of  $10,000  for  the  use  of  the  purposes  set  forth  in  the  appli- 
cation and  for  such  other  and  further  orders  as  shall  be 
just  and  proper  in  the  premises. 

A  hearing  was  held  before  the  Commission  in  its  oflSce 
in  Jefferson  City  on  the  fifteenth  day  of  June,  1914,  at 
which  time  the  applicant  offered  evidence  in  support  of  its 
application.  l 
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The  plan  of  reorganization  which  the  applicant  seeks  to 
have  approved  by  this  Commission  is  set  forth  in  a  copy 
of  a  contract  filed  with  the  application  herein  as  **  Exhibit 
C  ",  and  which  purports  to  be  a  copy  of  a  contract  entered 
into  on  the  twenty-sixth  day  of  March,  1914,  by  and  between 
Pascal  Parker,  acting  for  himself,  and  at  the  request  and 
on  behalf  of  the  other  stockholders  of  the  Liberty  Tele- 
phone Company  as  party  of  the  first  part,  and  Frederick 
W.  Fratt  as  party  of  the  second  part,  wherein  it  is  recited 
in  substance:  That  in  order  that  the  Liberty  Telephone 
Company  may  furnish  adequate  facilities,  and  that  public 
necessity  requires  that  it  make  betterments  and  extensions 
to  its  telephone  system  and  in  order  to  provide  the  money 
for  such  betterments  and  extensions,  and  to  protect  its 
stockholders,  that  a  reorganization  of  said  company  be  had. 
That  the  several  stockholders  having  consented  to  a  re- 
organization as  herein  provided  and  having  requested 
Pascal  Parker,  president  and  principal  stockholder,  to 
effect  said  reorganization  and  to  act  for  them  and  on  their 
behalf  in  such  imdertaking  and  the  said  stockholders  hav- 
ing deposited  their  respective  certificates  of  stock  with  the 
Commercial  Bank  of  Liberty,  duly  endorsed  and  having 
delivered  to  said  Pascal  Parker  their  proxies  and  power 
of  attorney,  authorizing  him  to  carry  out  said  plan  and 
agreeing  to  receive  and  accept  an  equal  number  of  shares 
in  lieu  of  those  deposited  aforesaid  when  the  capital  stock 
shall  have  been  increased  as  provided  in  said  contract 
which  was  in  substance  as  follows: 

That  the  Liberty  Telephone  Company  had  lines  in  oper- 
ation in  North  Kansas  City  but  desired  to  establish  an 
exchange  there,  and  that  in  order  to  do  so  and  to  extend 
its  lines  it  was  necessary  to  acquire  a  right  of  way,  license 
or  privilege  through  the  streets,  alleys  and  reservations  in 
said  North  Kansas  City,  now  owned  or  controlled  by  the 
said  North  Kansas  City  Development  Company,  which  was 
represented  to  own  and  control  a  tract  of  ground  in  Clay 
County  and  which  had  been  platted  and  was  rapidly  de- 
veloping into  a  city. 
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That  the  second  party  (Fratt),' agreed  to  procure  and 
deliver  to  said  first  party  a  grant  of  a  right  of  way,  license 
or  privilege  for  its  lines  on  and  along  all  streets  and  alleys 
or  reservations  where  the  same  are  owned  or  controlled  by 
the  North  Kansas  City  Development  Company  so  far  as 
the  same  may  be  reasonably  required  to  meet  the  demands 
of  public  necessity  with  the  understanding  that  said  right 
shall  be  granted  from  time  to  time  so  as  to  best  serve  the 
development  of  the  city. 

That  said  second  party  agreed  to  subscribe  for  and  take 
over  at  par  such  a  portion  of  the  capital  stock  of  said  tele- 
phone company  as  the  same  now  exists  or  shall  hereafter 
from  time  to  time  be  issued  or  be  increased  up  to  a  total 
capitalization  of  not  more  than  $100,000,  so  that  second 
party's  proportion  shall  at  all  times  be  one-half  of  said 
capitalization  and  not  over  $50,000. 

It  was  further  recited  that  the  present  authorized  capital 
stock  of  the  Liberty  Telephone  Company  was  $50,000,  all 
of  which  had  been  issued  excepting  $10,000  worth,  which 
remained  in  the  treasury  of  the  company;  that  said  com- 
pany had  authorized  a  bonded  indebtedness  of  $25,()00, 
secured  by  a  Deed  of  Trust,  dated  July  15,  1903,  with  the 
Pioneer  Trust  Company  as  trustee,  of  which  $15,000  had 
been  issued  and  is  now  outstanding,  bearing  7  per  cent, 
interest  and  for  the  redemption  of  which  there  is  now 
deposited  with  the  Pioneer  Trust  Company. a  special  fund 
provided  pursuant  to  said  deed  of  trust  and  securing  the 
pajnment  thereof  the  sum  of  $6,095.90. 

That  second  party  agreed  to  subscribe  for  100  shares 
of  stock  now  in  the  treasury  and  pay  $10,000  therefor. 
That  the  capital  stock  of  said  telephone  company  shall  be 
increased  to  $100,000,  said  first  party  agreeing  to  exercise 
the  power  of  said  corporation  to  effect  said  increase. 
Second  party  further  agreed  to  subscribe  at  par  for  300 
shares  of  the  new  stock  conditional,  that  so  much  of  the 
proceeds  of  said  subscription  as  may  be  necessary,  together 
with  the  aforesaid  fund  of  $6,095.90,  with  accrued  interest 
thereon,  shall  be  used  for  the  purpose  of  the  payment, 
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cancellation  and  retirement  of  the  outstanding  bonds  and 
other  indebtedness  of  the  telephone  company.  The  re- 
mainder of  the  money  to  be  used  in  betterments  and  exten- 
sions. The  balance  of  said  new  stock,  $20,000,  shall  remain 
in  the  treasury  and  shall  be  issued  from  time  to  time  only 
as  additional  betterments  and  further  extensions  are 
needed.  When  such  additional  money  is  needed  the  party 
of  the  first  part,  for  himself  and  other  shareholders  repre- 
senting his  one-half  ownership  or  control,  and  the  second 
party  or  his  assigns  shall  subscribe  for  an  equal  number 
of  shares  of  stock,  if  first  party  is  unable  to  furnish  money 
for  his  share  of  such  additional  money  as  needed,  second 
party  shall  furnish  it  provided  the  telephone  company  is 
solvent  and  the  stock  reasonably  worth  par  in  value.  First 
party  shall  make  and  deliver  his  note  payable  to  second 
party  and  deposit  stock  of  the  company  to  secure  payment 
of  the  same. 

That  after  $100,000  in  stojck  has  been  issued  and  addi- 
tional money  is  required,  second  party  agrees  conditional^ 
that  the  telephone  company  is  solvent  and  public  necessity 
and  convenience  so  demands,  to  furnish  additional  money 
as  needed  from  time  to  time  to  purchase  not  over  $100,000 
of  said  telephone  company's  bonds  at  6  per  cent,  interest, 
payable  not  less  than  twenty  years  on  the  basis  of  eighty- 
five  cents  on  the  dollar,  provided  the  telephone  company 
legally  issues  such  bonds  and  cannot  sell  same  at  a  higher 
figure,  said  second  party  however  to  have  option  to  pur- 
chase at  any  higher  offer  first  party  can  obtain. 

That  in  consideration  of  the  covenants  and  agreements 
herein  contained  on  the  part  of  second  party  and  to  enable 
him  to  forthwith  procure  said  right  of  way,  license  or  privi- 
lege from  the  North -Kansas  City  Development  Company 
and  undertake  to  carry  out  the  other  obligations  here 
assumed,  said  Pascal  Parker  in  behalf  of  said  telephone 
company  agrees  to  pay  said  second  party  upon  the  delivery 
of  this  contract  $10,000  in  full  compensation  for  such  right 
of  way,  license  or  privilege  and  the  service  which  he  is  to 
render  including  all  expenses,  brokerage  and  commissions 
connected  therewith. 
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It  was  agreed  that  all  betterments  and  extensions  should 
be  made  upon  the  certificate  of  the  Public  Service  Com- 
mission and  stock  shall  be  issued  as  authorized  by  this 
Commission.  That  this  agreement  is  conditional  upon  the 
ability  of  Pascal  Parker  to  obtain  such  certificate  and 
reorganize  the  telephone  company  on  the  plans  set  forth. 

That  second  party  may  assign  this  agreement  to  other 
responsible  parties  and  upon  such  assignee  agreeing  and 
promising  in  writing  to  carry  out  this  agreement,  said 
Fratt  shall  be  released. 

It  was  agreed  that  if  the  business  of  the  company  does 
not  so  increase  as  to  require  the  expenditures  of  all  the 
money  herein  provided  for  within  ten  years  from  date 
hereof,  this  agreement  shall  end  and  if  sooner  terminated 
by  mutual  consent  or  by  fulfillment  of  all  conditions,  then 
each  party  shall  release  the  other,  etc. 

Ill 

The  first  plat  of  North  Kansas  City  as  executed  by  the 
North  Kansas  City  Development  Company  and  attached  to 
the  application  as  **  Exhibit  D  "  contains  the  following: 

"  The  streets,  boulevards,  avenues,  roads  and  alleys,  as  designated  on 
this  plat,  are  hereby  dedicated  to  public  street  use,  subject  to  the  right 
of  constructing,  maintaining  and  operating  street  car  lines,  telephone  and 
telegraph  lines,  electric  lines  for  light,  heat  and  power;  cables,  ducts  and 
conduits;  gas,  sewer,  water  and  steam  pipes;  all  of  which  rights  are  hereby 
expressly  i-eser\-ed  unto  the  said  North  Kansas  City  Development  Com- 
pany, its  successoi-s  and  assigns  forever  as  fully  and  entirely  as  if  no 
dedication  of  said  land  to  public  use  had  been  made." 

And  also  the  plat  of  the  first  addition  to  North  Kansas 
City  as  made  by  the  North  Kansas  City  Development 
Company  (see  **  Exhibit  D  "),  contains  the  following: 

'*  The  streets,  boulevards,  avenues,  roads  and  alleys,  as  designated  on 
this  plat  are  hereby  dedicated  to  public  use,  subject  to  the  right  of  con- 
structing, maintaining  and  operating  street  car  lines,  telephone  and  tele- 
graph lines;  electric  lines  for  light,  heat  and  power;  cables,  ducts  and 
conduits;  gas,  sewer,  water  and  steam  pipes;  all  of  which  rights  are  hereby 
exj)res*sly  resened  unto  the  said  North  Kansas  City  Development  Com- 
pany, its  successors  and  assigns  forever  as  fully  and  entirely  as  if  no 
dedication  of  said  land  to  public  use  had  been  made." 
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And  further  provides : 

"  The  North  Kansas  City  Development  Company  hereby  reser\'es  the 
right  to  locate,  construct  and  maintain  or  authorize  the  location,  construc- 
tion and  maintenance  of  conduits,  water,  gas  and  sewer  pipes,  manholes, 
flush  tanks,  poles  and  wires,  any  or  all  of  them,  upon  the  rear  3  feet  of 
all  lots  in  said  addition,  except  in  blocks  2,  3,  4  and  5,  and  no  building  or 
permanent  improvement  shall  be  placed  upon  said  rear  3  feet. 

"  That  the  foregoing  covenants  and  restrictions  shall  run  with  the  title 
to  the  lot  or  land,  and  bind  the  present  owner,  its  successors  and  assigns, 
and  all  persons  claiming  by,  through  or  under  it,  shall  be  taken  to  hold 
and  agree  to  covenant  with  the  owner  of  said  lots,  its  successors  and  as- 
signs, and  each  of  them,  to  comply  with  and  observe  said  covenants  and 
restrictions  as  to  the  use  of  said  land  and  the  construction  of  the  improve- 
ments thereon ;  "  etc. 

Both  plats  purports  to  have  been  executed  by  the  North 
Kansas  City  Development  Company  on  January  30,  1914. 

This  so-called  reorganization  agreement  does  not  meet 
the  approval  of  the  Commission  and  the  following  objec- 
tions to  it  are  noted : 

It  is  provided  therein  that  Mr.  Fratt  shall  purchase 
$10,000  worth  of  the  telephone  company  ^s  stock,  now  in  its 
treasury,  as  its  par  value  and  the  telephone  company  shall 
pay  Mr.  Fratt  $10,000  in  full  compensation  for  such  ri^t 
of  way  to  use  the  streets,  alleys,  thoroughfares  and  reser- 
vations of  North  Kansas  City  Development  Company  to  be 
procured  from  the  North  Kansas  City  Development  Com- 
pany by  Mr.  Fratt,  and  to  include  full  pay  for  all  his 
services  in  connection  with  the  reorganization. 

Thus  it  is  proposed  in  effect  to  issue  to  Mr.  Fratt  by 
the  telephone  company  $10,000  in  stock  of  the  telephone 
company  in  payment  for  (a)  the  right  to  use  the  public 
streets  of  North  Kansas  City  to  be  granted  by  the  North 
Kansas  City  Development  Company,  by  virtue  of  the  reser- 
vations made  in  the  plat  of  said  North  Kansas  City,  (b)  also 
in  payment  for  the  right  to  be  granted  by  said  develop- 
ment company  to  use  reservations  named  in  the  plat  of 
North  Kansas  City  by  the  said  development  company 
and  (c)  to  pay  Mr.  Fratt  for  financing  the  plan  of 
reorganization. 

Mr.  Carr,  a  witness  at  the  hearing,  claimed  that  the  right 
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to  use  the  public  streets  which  was  to  be  granted  by  the 
North  Kansas  City  Development  Company  to  the  telephone 
company  was  not  considered  as  of  any  part  of  the  consider- 
ation for  the  $10,000  worth  of  stock  to  be  issued  to  Fratt. 
Such  a  grant  by  the  North  Kansas  City  Development  Com- 
pany to  the  telephone  company  to  use  the  public  streets 
could  not  be  capitalized.  Section  98a,  Public  Service  Com- 
misi^ion  Law,  Section  3326,  R.  S.  Mo.,  1909;  Roaring 
Springs  Townsite  Company  v.  Paducah  Telephone  Com- 
pany, 164  S.  W.  1  c.  52.  Said  witness  did  testify  that  the 
proposed  $10,000  worth  of  stock  to  be  issued  to  Mr.  Fratt, 
or  the  money  from  the  sale  thereof  to  Fratt,  was  for  the 
purpose  (first)  of  paying  him  for  the  right  to  be  obtained 
for  the  telephone  company  to  use  the  reservations  as 
shown  on  the  plat  of  North  Kansas  City  which,  according 
to  the  witness,  was  of  the  reasonable  value  of  $5,000,  and 
(second)  that  the  services  of  Mr.  Fratt  in  agreeing  to 
finance  the  proposed  reorganization  were  worth  $5,000. 

The  testimony  as  offered  on  both  points  last  named  was 
indefinite  and  general  in  character.  There  was  no  testi- 
mony tending  to  show  the  reasonable  value  of  the  right  to 
use  the  private  reservations  of  the  North  Kansas  City 
Development  Company  other  than  the  mere  statement  of 
witness  Carr.  He  stated  that  the  right  was  worth  $5,000. 
The  testimony  as  to  the  services  rendered  by  Fratt  was 
equally  indefinite. 

The  Commission  is  not  satisfied  from  the  evidence  in 
this  case  that  the  telephone  company  would  receive  the 
equivalent  of  the  face  value  of  the  proposed  stock  to  be 
issued  to  Mr.  Fratt  in  the  amount  of  $10,000,  or  that  said 
property  and  services  of  Mr.  Fratt  are  reasonably  worth 
$10,000,  and  therefore  the  Commission  does  not  approve 
the  proposed  plan  of  reorganization.  It  is  also  noted  that 
it  is  proposed  to  pay  Mr.  Fratt  $10,000  in  stock  now  and 
that  his  agreement  to  subscribe  for  both  stocks  and  bonds 
is  conditional. 

The  application  of  the  Liberty  Telephone  Company 
herein  should  therefore  in  all  things  be  denied  and  the  same 
should  be  dismissed  without  prejudice,  and  it  is  so  ordered. 
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Order. 
Application  having  been  heretofore  made  by  the  Liberty 
Telephone  Company  for  an  order  of  this  Commission  ap- 
proving a  plan  of  reorganization,  for  a  certificate  of 
necessity  and  an  order  authorizing  the  issue  of  stock,  and 
the  same  having  been  duly  heard  by  this  Commission  at 
its  oflSce  in  Jefferson  City  on  the  fifteenth  day  of  June, 
1914,  and  after  full  and  due  consideration  of  all  matters 
and  things  in  connection  therewith,  this  Commission,  on  the 
date  hereof,  has  made  and  filed  a  report  containing  its 
findings  of  fact  and  conclusions  thereon,  which  said  report 
is  hereby  referred  to  and  made  a  part  hereof;  it  is 

Ordered,  (1)  That  the  application  of  the  Liberty  Tele- 
phone Company  herein  aforesaid  be  and  the  same  is 
hereby  dismissed  without  prejudice. 

Ordered,  (2)  That  this  order  be  effective  on  and  after 
the  date  hereof. 

Dated  at  Jefferson  City,  Missouri,  this  twenty-ninth  day 
of  June,  1914. 


[Mo. 


In  re  Free  and  Reduced  Rate  Service  under  Section  88 
OF  THE  Public  Service  Commission  Law. 

Conference  Ruling  No.  12.* 
(As  Modified  on  Rehearing.) 

Dated  July  31,  1914, 

Amendment  of  Conference  Ruling  No.  12  so  m  to  Permit  CtontinaAnce  of 

Free   and  Beduced  Bate   Telephonic   and   Telegraphic   Service 

to  Railroads  under  Contracts  in  Force  Prior  to   the 

Passage  of  the  PnbUc  Serrlce  Commisaion  Law. 

Conference  Ruling. 

The  question  has  been   submitted  to  the  Commission 
whether  officers  and  employees  of  a  railroad  company  may 


*  The  original  ruling,  dated  March  16,  1914,  is  printed  in  Commission 
Leaflet  No.  29,  at  page  867.—  Ed. 


Digitized  by  LjOOQIC 


In  re  Free  and  Reduced  Rate  Service.  777 

C.  L.  33] 

lawfully  use  half -rate  franks  issued  to  them  by  a  telegraph 
company  for  the  corporate  business  of  the  railroad  com- 
pany within  the  State  of  Missouri. 

The  answer  to  this  question  involves  the  construction  of 
Paragraph  3  of  Section  88  of  the  Public  Service  Commis- 
sion Law,  which  is  as  follows : 

"  No  telegraph  corporation  or  telephone  corporation  subject  to  the  pro- 
visions of  this  act  shall,  directly  or  indirectly,  give  any  free  or  reduced 
service,  or  any  free  pass  or  frank  for  the  transmission  of  messages  by 
either  telephone  or  telegraph  between  points  within  this  State,  except  to 
its  officers,  employees,  agents,  surgeons,  physicians,  attomeys-at-law  and 
their  families;  to  persons  or  corporations  exclusively  engaged  in  charitable 
and  eleemos3mary  work  and  ministers  of  religions;  to  officers  and  em- 
ployees of  other  telegraph  corporations  and  telephone  corporations,  rail- 
road corporations  and  street  railroad  corporations.  But  this  subdivision 
shall  not  apply  to  state,  municipal  or  federal  contracts." 

The  free  or  reduced  service  thus  excepted  from  the  gen- 
eral prohibition  of  the  act,  as  applicable  to  the  facts  of 
the  inquiry,  is  permitted  to  the  **  oflBcers  and  employees  '^ 
of  the  railroad  company  and  not  to  the  corporation  itself, 
and  it  is  the  opinion  of  the  Commission  that  it  was  the 
intention  of  the  legislature  to  limit  the  use  of  free  or 
reduced  service  to  such  officers  and  employees  as  a  class, 
and  that  the  half -rate  franks  in  question  may  not  be  used 
by  the  officers  and  employees  of  the  railroad  company  for 
the  corporate  business  of  the  company  within  this  State. 

The  Commission  is  of  the  further  opinion  that  the  Act 
of  1911,  Pages  154-5,  requiring  all  railroad  companies  in 
this  State  to  install  and  maintain  in  every  railroad  station 
where  an  agent  is  kept,  a  telephone  having  proper  con- 
nection with  the  local  telephone  exchange  having  the  larg- 
est number  of  subscribers  in  the  city,  town  or  community 
in  which  said  railroad  station  is  located,  and  which  has  a 
telephone  operator,  does  not  authorize  free  service  of  such 
telephone  to  the  railroad  company. 

The  Commission  is  of  the  further  opinion  that  under  the 
provisions  of  Subsection  4  of  Section  87  of  the  Public  Serv- 
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ice  Commission  Law  that  telegraph  and  telephone  corpo- 
rations may  lawfully  continue  to  furnish  railroad  corpo- 
rations free  or  reduced  franks,  or  free  or  reduced  service 
for  corporate  use  under  the  terms  of  contracts  which  were 
in  force  at  the  date  the  Public  Service  Commission  Law 
became  effective  and  which  contracts  have  not  yet  been 
terminated  as  therein  provided. 
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State  Railway  Commission. 

In  the  Matter  of  the  Application  of  the  Nebraska  Tele- 
phone Company  for  Authority  to  Discontinue  Its 
Grounded  Circuit  Rates  in  Connection  with  Spring- 
field Exchange. 

Application  No.  2129. 

Granted  June  2,  1914, 

Approral  of  Discontliiaaiice  of  Orounded  Circuit  Bato. 

Excerpt  from  Minutes  of  the  Commission. 

''Application  having  been  made  by  the  Nebraska  Tele- 
phone Company  for  authority  to  discontinue  its  grounded 
circuit  rates  in  connection  with  its  Springfield  exchange, 
and  it  appearing  to  the  Commission,  upon  due  investiga- 
tion and  consideration,  that  the  company  now  has  but  five 
grounded  circuit  'phones  at  Springfield,  and  that  the  ap- 
plication is  reasonable  and  warranted  by  existing  condi- 
tions the  desired  authority  was  on  motion  granted,  effective 
as  of  June  1,  1914,  an  emergency  existing,  and  it  was 
directed  that  the  company  be  notified  by  letter  of  the  action 
taken." 
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In  the  Matter  of  the  Application  of  the  Lincoln  Tele- 
phone AND  Telegraph  Company  for  Authority  to 
Publish  a  Schedule  of  Metallic  Circuit  Eate^  in 
Connection  with  Its  Ashland  Exchange. 

Application  No.  2136. 

Granted  June  9,  1914, 
Approral  of  Bates  for  MeUlUc  Oixcuit  Senrica 

Order. 
Whereas,  the  Lincoln  Telephone  and  Telegraph  Com- 
pany has  made  application  to  the  Nebraska  State  Railway 
Commission  for  authority  to  publish  a  schedule  of  metallic 
circuit  service  rates  in  connection  with  its  Ashland  ex- 
change, the  proposed  schedule  being  dated  June  3,  1914, 
and  providing  for  rates  in  addition  to  the  grounded  circuit 
service  rates  now  in  force  at  said  exchange,  the  proposed 
schedule  being  as  follows:  ^^^ 

Individual  business .f 30  00 

Individual  residence  IS  00 

2-Party    residence 15  00 

Farm  residence 18  00 

Farm  business 24  00 

City  bills  are  payable  monthly  in  advance  at  the  company's  office. 

Farm  bills  are  payable  quarterly  in  advance  at  the  company's  office. 

The  difference  between  gross  and  net  rates  will  be  allowed  as  a  discount 
for  prompt  payment.  The  discount  on  monthly  bills  shall  be  allowed  if 
payment  is  made  at  the  company's  office  on  or  before  the  tenth  day  of  the 
month  for  which  the  bill  is  rendered. 

The  discount  on  quarterly  bills  shall  be  allowed  if  payment  is  made  at 
the  company's  office  during  the  first  month  of  the  quarter. 

No  discount  should  be  allowed  if  any  balance  for  previous  service  ren- 
dered remains  unpaid. 

Inner  radius  is  city  limits. 

Additional  charge  outside  of  inner  radius  where  there  is  an  existing 
pole  line,  for  each  quarter  mile  or  fraction  thereof: 

Metallic  circuit  —  1-party .<")  00 

Metallic  circuit  —  2-party 3  00 

Extra  service  (two  parties  using  same  telephone)  business.  ...  12  00 

Extension  sets,  business 12  00 

Extension  sets  (special  wall),  residence  only 6  00 

Extension  bells 3  00 

Digitized  by  V^jOOQl 


Application  of  Lincoln  Telep.  and  Teleg.  Co.     781 
C.  L.  33] 

And  it  appearing  to  the  Commission,  upon  due  investiga- 
tion and  consideration,  that  the  application  is  reasonable 
and  warranted  by  existing  conditions. 

It  is  ordered  by  the  Nebraska  State  Railway  Commission, 
That  the  desired  authority  be,  and  the  same  is,  hereby 
granted,  subject  to  complaint,  the  metallic  service  rates  as 
above  authorized  to  become  effective  from  and  after  July  1, 
1914. 

Made  and  entered  at  Lincoln,  Nebraska,  this  ninth  day 
of  June,  1914. 


In  the  Matter  of  the  Application  of  the  Lincoln  Tele- 
phone AND  Telegraph  Company  for  Authority  to 
Install  a  New  Schedule  of  Rates  for  Its  Farm  Line 
Service  Connected  with  Tamora  Exchange  and  to 
AViTHDRAw  Present  Schedule. 

Application  No.  2137. 

Granted  June  11,  1914, 
ApproTal  of  Bates  for  Farm  Line  Service. 

Order. 

Whereas,  the  Lincoln  Telephone  and  Telegraph  Com- 
pany has  made  application  to  the  Nebraska  State  Railway 
Commission  for  authority  to  install  a  new  schedule  of 
rates  governing  farm  line  service  on  Tamora  exchange, 
and  withdraw  present  schedule,  the  proposed  rates  being 
as  follows: 

Ten-party  metallic  farm  residence  with  privilege  of 

added  service  to  one  adjoining  Lincoln  Telephone 

and  Telegraph  Company  exchange $1  50  per  month  net 

Ten- party  metallic  farm  residence  with  privilege  of 

added  service  to  two  adjoining  Lincoln  Telephone 

and  Telegraph  Company  exchanges .     1  75  per  month  net 

Ten-party  metallic  farm  residence  with  privilege  of 

service   to   exchanges    at    Seward,    Germantown, 

Utica,  Ooehner,  Beaver  Crossing  and  Milford. ...     2  00  per  month  net 
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The  farm  service  to  extra  towns  must  be  taken  by  lines.  The  majority 
of  the  patrons  on  each  line  are  to  decide  the  additional  exchange  or  ex- 
changes desired.  (The  line  shall  be  the  unit  of  service  to  the  one  extra 
town  and  the  particular  telephone  shall  be  the  unit  of  service  to  other 
towns  if  more  than  one  is  subscribed  for.) 

To  protect  the  service  from  abuse  by  those  not  paying  for  it,  each 
subscriber  shall  agree  to  pay  the  regular  toll  charges  on  every  message  to 
other  exchanges  from  his  telephone,  except  to  the  town  chosen  for  added 
service.  The  switchboard  signals  shall  be  marked  to  indicate  the  added 
service  chosen  by  each  line. 

And  it  appearing  to  the  Commission,  upon  due  investiga- 
tion and  consideration,  that  the  application  is  reasonable, 
warranted  by  existing  conditions,  and  that  the  proposed 
schedule  is  approved  by  a  majority  of  the  farm  line  sub- 
scribers connected  with  Tamora  exchange. 

It  is  ordered  by  the  Nebraska  State  Railway  Commission, 
That  the  desired  authority  be,  and  the  same  is,  hereby 
granted,  the  rate  schedule  as  above  authorized  to  become 
effective  from  and  after  June  1,  1914,  an  emergency  exist- 
ing, and  to  cancel  the  present  schedule  as  now  of  record  in 
this  oflSce. 

Made  and  entered  at  Lincoln,  Nebraska,  this  eleventh 
day  of  June,  1914. 


In  the  Matter  of  the  Application  of  the  Comstock  Inde- 
pendent Telephone  Company  for  Authority  to  In- 
crease Its  Rates,  and  to  Make  an  Additional  Charge 
op  Twenty-five  Cents  per  Month  on  Each  Class  of 
Service  if  Payments  Are  Not  Made  at  the  Tenth  of 
Each  Month. 

Application  No.  2029. 

Decided  June  18,  1914. 

Inadequate  Bevenue  —  Increase  in  Bates  for  Exchange  Service  AiMproYed— 

Increase  in  Switcbing  Bates  Denied — ^Discount   for 

Prompt  Payment  of  Bills  Approyed. 

Appearance  : 

W.  F.  Dunbary  for  the  applicant. 
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Opinion. 

Taylor,  Commissioner: 

The  rates  now  in  effect  on  applicant's  exchange  are  as 
follows:  Business,  $1.50  per  month;  residence,  $1.00  per 
month;  farm,  $1.00  per  month;  switching  service,  40  cents 
per  month.  The  company  now  asks  for  authority  to  in- 
crease the  rates  for  business,  residence  and  farm  service 
25  cents  per  month  and  the  switching  rate  from  40  cents 
to  65  cents  per  month. 

The  history  of  this  company  is  interesting  as  well  as 
typical.  It  was  organized  in  May,  1906,  and  was  a  con- 
solidation of  a  number  of  farm  lines  that  had  been  built 
into  the  town  of  Comstock.  The  equipment  at  first  was 
meager  and  crude,  the  switchboard  being  a  homemade 
affair  operated  with  a  single  plug.  For  a  distribution 
system  the  company  relied  on  barb  wire  fences.  This  was 
soon  found  to  be  unsatisfactory  and  iron  wire  was  strung 
on  2x4s  nailed  to  the  fence  posts.  As  the  system  ex- 
panded, this  kind  of  construction  was  also  found  to  be 
inadequate,  and  small  cedar  poles  were  placed  to  carry  the 
wire,  although  some  of  the  2x4  supports  are  still  in 
service.  There  were  few,  if  any,  cross-arms  in  the  begin- 
ning, and  the  wire  was  attached  to  the  poles  with  small 
porcelain  insulators.  Practically  all  of  the  labor  incident 
to  the  first  construction  of  the  plant  was  performed  by  the 
officers  and  stockholders  without  charge  to  the  company. 
There  were  about  fifty  subscribers  on  the  system  when  the 
consolidation  was  effected,  but  with  the  installation  of  a 
switching  device  the  exchange  began  to  grow  and  it  was 
but  a  short  time  until  the  improvised  switchboard  was 
entirely  inadequate  to  accommodate  the  traffic.  Late  in 
the  year  1906  a  small  switchboard  was  purchased  of  suffi- 
cient capacity  to  handle  the  traffic,  and  this  switchboard  is 
still  in  service.  At  the  time  it  was  installed  considerable 
reconstruction  had  to  be  done  to  bring  the  plant  up  to  the 
standard  it  established.  Since  that  time  but  few  improve- 
ments have  been  made  in  the  plant,  although  considerable 
sums   of  money  have  been  expended  in  maintaining  it. 

Digitized  by  LjOOQIC 


784  Nebraska  State  Railway  Commission. 

[Neb. 
Needless  to  say,  the  equipment  is  badly  depreciated  and 
will  have  to  be  practically  rebuilt  if  anything  approaching 
satisfactory  service  is  furnished  to  the  public.  The  switch- 
board is  worn  out  and  will  have  to  be  replaced  by  a  new 
one  of  modern  type.  There  is  need  of  cable  in  the  town, 
both  on  account  of  the  large  number  of  open  wires  and  for 
the  reason  that  the  wire  in  use  is  old  and  subject  to  con- 
stant repair. 

At  the  present  time  there  are  146  subscribers  on  the 
exchange,  in  addition  to  which  there  are  67  farm  sub- 
scribers switched  by  the  exchange.  As  usual  in  such  com- 
panies the  books  and  accounts  are  incomplete  and  improp- 
erly kept.  Operating  expenses,  maintenance  and  cost  of 
new  construction  are  so  intermingled  that  it  is  impossible 
to  secure  an  accurate  accounting  history  of  the  plant.  The 
Commission's  engineers  and  accountants  made  an  investi- 
gation of  what  records  there  are  and  of  the  physical  plant, 
and  from  these  studies  and  the  testimony  adduced  at  the 
hearing  held  in  Comstock  on  April  17,  1914,  it  is  possible 
to  get  a  general  idea  of  the  investment  in  the  plant  and 
the  receipts  and  expenditures. 

While  the  authorized  capital  stock  of  the  company  is 
$10,000,  but  $2,650  has  ever  been  paid  up  in  cash.  No 
dividends  have  ever  been  paid  on  the  stock,  but  in  1910  a 
stock  dividend  of  $2,500  was  declared,  the  stock  being 
apportioned  according  to  the  holdings  of  each  stockholder. 
According  to  Mr.  Dunbar,  an  oflBcer  of  the  company  since 
its  organization,  this  new  stock  was  issued  in  lieu  of  unpaid 
dividends,  money  loaned  to  the  company  and  for  services 
rendered.  No  dividends  have  ever  been  paid  on  this  stock. 
The  actual  capital  investment  in  the  plant  appears  to  be 
between  $4,000  and  $5,000,  made  up  as  follows:  Capital 
stock,  $2,650;  loans,  $800;  accounts  payable,  $200,  and 
working  capital,  $350.  In  addition  to  these  items  there 
should  be  some  allowance  for  the  labor  contributed  by  the 
stockholders.  It  is  reasonable  to  assume,  therefore,  that 
the  investment  has  been  about  $4,500.  The  reproduction 
new  value  found  by  the  Commission's  engineers  is  $5,990 
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and  the  present  value  is  $3,751.  New  construction  to  the 
amount  of  $1,200  to  $1,500  has  been  paid  for  out  of  the 
revenues  of  the  company. 

Averaging  the  earnings  for  the  four  years  from  1910  to 
1913,  inclusive,  we  find  the  annual  gross  income  to  be  as 
follows : 

Toll $91  86 

Telephone  rental  1,569  01 

Switching 221  70 

Sundry  sales 12  63 

Or  a  total  revenue  of $1,895  20 

The  average  expenses  for  the  same  period  have  been  as 
follows : 

Maintenance ...»  $356  45 

Direct  operation 919  50 

General  expense 152  89 

Taxes 30  00 

Or  a  total  of $1,458  84 


This  includes  nothing  for  return  on  the  investment  and 
only  a  small  amount  for  depreciation.  The  balance  left 
for  these  purposes  is  $436.36.  An  average  of  four  years 
expenses  is  hardly  fair  to  the  applicant,  however,  for  the 
reason  that  the  expenditure  for  maintenance  in  the  year 
1913"  was  double  that  for  the  years  1910  and  1911,  being 
$531.36  for  the  former  as  against  $269  and  $258.57  for  the 
latter.  The  condition  of  the  plant  plainly  calls  for  an 
added  allowance  for  maintenance  and  depreciation,  and,  as 
no  reserve  is  available  for  this  purpose,  it  will  be  necessary 
to  provide  for  the  necessity  through  increased  revenue. 
During  the  four-year  period  there  was  expended  for  main- 
tenance an  average  of  8.8  per  cent,  of  the  capital  invest- 
ment in  the  plant.  This  is  somewhat  in  excess  of  the 
amount  usually  required  for  current  repairs  and  covers  a 
portion  of  unrealized  depreciation. 
3 
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Using  the  figures  of  1913  as  a  basis  and  allowing  7  per 
cent,  return  on  $4,500,  and  4  per  cent,  on  the  same  amount 
for  unrealized  depreciation,  there  is  a  deficit  under  the 
present  rates  of  $167.65.  The  proposed  rates  would  in- 
crease the  gross  revenue  $438  annually.  The  new  rates 
would  thus  produce  a  surplus  of  $270.35.  In  view  of  the 
present  low  state  of  eflSciency  of  the  plant  and  the  neces- 
sity of  its  immediate  reconstruction,  and  considering  that 
the  operating  expenses  will  undoubtedly  be  substantially 
increased  in  the  near  future  on  account  of  higher  costs  of 
material  and  wages,  the  Commission  is  of  the  opinion  that 
such  a  surplus  is  not  excessive.  The  company  has  been 
leading  a  hand-to-mouth  existence  ever  since  it  started 
and  is  still  in  a  precarious  financial  condition.  If  it  is  to 
give  first-class,  eflScient  telephone  service  it  must  have  more 
revenue. 

The  Commission  is,  therefore,  of  the  opinion  that  the 
rates  applied  for,  so  far  as  they  apply  to  exchange  service, 
are  reasoiable  and  should  be  approved.  The  rate  of  40 
cents  per  month  now  being  charged  for  farm  line  switching 
service  appears  to  be  reasonable  for  the  service  performed. 
It  is  slightly  above  the  average  over  the  State.  While  not 
having  analyzed  the  operating  costs  in  the  instant  case, 
the  Commission  has  made  studies  in  a  number  of  other 
companies  and  believe  the  rate  of  40  cents  to  be  remunera- 
tive for  a  company  of  this  class.  For  that  reason,  the 
application  with  respect  to  the  switching  rates  will  be 
denied. 

It  is  regarded  as  reasonable  and  as  good  telephone  prac- 
tice to  establish  a  gross  rate  from  which  a  discount  can 
be  made  for  prompt  payment.  The  discount  reduces  col- 
lection expense  and  by  reducing  the  operating  expense 
tends  to  reduce  the  rate  paid  by  the  subscriber.  A  discount 
of  25  cents  per  month  is  customary  and  will  be  approvcHl 
in  this  case. 

Order. 
It  is,  therefore,  ordered.  That  the  Comstock  Independent 
Telephone  Company  be,  and  the  same  is  hereby,  authorized 
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to  charge  and  collect,  until  the  further  order  of  the  Com- 
mission, from  and  after  July  1, 1914,  the  following  schedule 
of  rates: 

Gross  Net 

Business $2  00  $1  75 

Kesidence 1  50  1  25 

Farm 1  50  1  25 

Switching:  service 40 

Extension  sets .' 25 


The  difference  between  gross  and  net  rates  will  be 
allowed  as  a  discount  for  prompt  payment.  The  discount 
on  monthly  bills  shall  be  allowed  if  payment  is  made  at 
the  company's  office  on  or  before  the  tenth  day  of  the 
month  for  which  bill  is  rendered. 

Made  and  entered  at  Lincoln,  Nebraska,  this  eighteenth 
day  of  June,  1914. 
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Public  Service  Commission — Second  District. 

In  the  Matter  of  the  Termination  by  Telephone  Cor- 
porations OF  Contracts  in  Existence  September  1, 
1910,  Pursuant  to  Subdivision  4  of  Section  91  of  the 
Public  Service  Commissions  Law. 

Case  No.  4»69. 

Dated  June  16, 1914. 

Dliiczlminatlon  —  Termlnartlon  of  All  Terminable  Oontxacts  for  Service  at 

Bates  Lees  tlian  Those  on  File — ^Filing  of  Statement  Showing 

Olasfliftcatlon  of  Oontracts   under  wbich  Less  than 

Present  Published  Schedule  Bate  is  Charged. 

Order. 

It  appearing  to  the  satisfaction  of  the  Coimnission  from 
memoranda  submitted  by  Edward  B.  Rogers,  chief  of  the 
division  of  telegraphs  and  telephones,  that  there  are  a 
large  number  of  contracts  made  by  telephone  corporations 
throughout  the  State  for  the  use  of  their  lines,  equipment, 
or  service  prior  to  September  1,  1910;  and  that  the  con- 
tinued furnishing  of  such  lines,  equipment,  and  service 
under  such  contracts  is  in  effect  a  discrimination  against 
telephone  users  paying  the  regular  standard  rates  adopted 
and  put  in  force  since  September  1, 1910,  by  such  telephone 
corporations  generally  throughout  the  State,  and  an  undue 
and  unreasonable  preference  and  advantage  in  favor  of  the 
persons  and  corporations  with  whom  such  contracts  still 
subsist ; 

Ordered,  1.  That  every  telephone  corporation  subject 
to  the  jurisdiction  of  the  Commission  shall  terminate  all 
contracts  in  force  September  1,  1910,  for  the  use  of  its 
lines,  equipment,  or  service  at  a  rate  less  than  that  duly 
established  for  the  like  use  or  service  in  its  schedules  now 
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on  file  with  the  Commission,  provided  that  the  time  such 
use  or  service  was  to  continue  has  expired. 

Ordered,  2.  That  every  such  telephone  corporation  forth- 
with give  notice  of  termination  of  all  such  contracts  in 
force  September  1, 1910,  for  the  use  of  its  lines,  equipment, 
or  service  at  a  rate  less  than  that  duly  established  for  the 
like  use  or  service  in  its  schedules  now  on  file  with  the  Com- 
mission, wherein  the  time  such  use  or  service  was  to  con- 
tinue has  not  expired  but  is  terminable  by  notice. 

Ordered,  3.  That  every  such  telephone  corporation  file 
Tvdth  the  Commission  on  or  before  the  sixteenth  day  of 
July,  1914,  a  copy  or  description  and  list  of  all  such  con- 
tracts in  force  September  1,  1910,  for  the  use  of  its  lines, 
equipment,  or  service,  wherein  the  time  such  use  or  service 
was  to  continue  has  not  expired,  which  such  telephone  cor- 
poration claims  not  to  be  terminable  by  the  notice  provided 
for  in  Subdivision  4  of  Section  91  of  the  Public  Service 
Commissions  Law. 

Ordered,  4.  That  thirty  days  is  fixed  as  a  reasonable 
time  within  which  to  comply  with  this  order. 

Amendatory  Order. 
Dated  July  8,  1914, 

This  matter  being  under  further  consideration  by  the 
Commission,  and  it  appearing  that  the  effective  date  for 
compliance  with  order  Clauses  1  and  2  in  the  order  entered 
herein  June  16,  1914,  should  be  postponed  to  a  time  to  be 
hereafter  fixed,  and  that  meanwhile  the  said  Clauses  1  and 
2  of  said  order  should  be  suspended ;  and  it  further  appear- 
ing that  the  Commission  should  be  more  fully  advised  con- 
cerning the  character  and  number  of  existing  telephone 
contracts  providing  for  rates  less  than  those  fixed  in  the 
established  schedules  of  telephone  companies; 

Ordered,  1.  That  order  Clauses  1  and  2  in  the  order 
entered  herein  on  June  16,  1914,  be,  and  the  same  are 
hereby,  suspended  until  further  order  by  the  Commission, 
and  that  such  suspension  shall  apply  as  effective  from  June 
16,  1914. 
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Ordered^  2.  That  order  Clause  3  in  said  order  of  June  16, 
1914,  shall  remain  in  force  and  effect. 

Ordered,  3.  That  every  telephone  corporation  subject 
to  the  jurisdiction  of  the  Commission  shall  file  with  the 
Commission  on  or  before  September  1,  1914,  a  statement 
showing  for  each  of  its  operating  exchanges  a  classifica- 
tion of  the  several  kinds  of  contracts  under  which  less  than 
the  present  published  schedule  rates  is  charged  and  col- 
lected, including  the  number  of  each  class,  and  such  num- 
ber subdivided  to  show  the  number  for  each  year  when 
such  contracts  became  effective,  and  also  the  number  which 
by  their  terms  expire  in  1914  and  each  year  thereafter; 
and  there  shall  be  appended  to  such  statement  a  copy  of 
the  contract  in  each  class,  properly  marked  to  denote  the 
corresponding  class  specified  in  the  statement. 

Ordered,  4  That  said  statement  shall  also  set  forth  in 
reasonable  detail  the  basis  for  the  making  of  each  such 
class  of  contracts  in  the  different  exchanges  and  for  the 
continuance  of  the  same  since  September  1,  1910. 

Dated  July  8,  1914. 


In  the  Matter  of  the  Complaint  of  C.  H.  Bennett  and 
Other  Residents  of  Camillus,  Onondaga  County,  r. 
New  York  Telephone  Company  as  to  Rates. 

Case  No.  4028. 

Decided  July  2,  1914. 

Reasonable  Rates  —  Value  of  Service  to   Subscribers  —  Establishment  of 
New  Central  Office  —  Exchange  Areas. 

ri)on  complaint  asking  for  the  retention  of  a  rate  of  $30.00  for  service 
to  both  the  Solvay  and  Syracuse  exchanges,  it  appeared  that  the  com- 
plainants were  farmers  situated  within  the  Solvay  central  office  district 
of  the  defendant;  that  prior  to  1907,  a  rate  of  $24.00  per  year  for  local 
ser\ice  to  Solvay  and  the  city  of  Syracuse  was  in  force,  but  that  during 
1907  the  rate  was  advanced  to  $30.00.  Upon  the  establishment  of  a  sep- 
arate central  office  at  Solvay,  a  rural  line  rate  of  $24.00  for  business 
service  and  $18.00  for  residence  service  within  the  Solvay  district  was 
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fixed,  and  a  toll  charge  of  5  cents  per  message  for  each  message  to  Syra- 
cuse established.  In  order  to  secure  unlimited  Syracuse  service  the  com- 
plainants were  required  to  pay  a  base  rate  of  $30.00  plus  a  mileage  charge 
of  $2.00  for  each  quarter  mile  from  the  municipal  limits  of  Syracuse. 
The  subscribers  to  this  latter  class  of  service  were  obliged  to  pay  5  cents 
per  message  for  talking  to  those  subscribers  who  had  elected  to  take  the 
local  Solvay  service.  These  rates,  although  adopted  in  1907,  were  first 
enforced  in  December,  1913. 

It  further  appeared  that  the  rate  of  $30.00  was  still  in  effect  in  the 
case  of  other  farmers  whose  lines  entered  Syracuse  without  passing 
through  an  intermediate  exchange. 

The  respondent  contended  that  the  new  rates,  the  mileage  charge  and 
the  toll  charge  were  fair  on  the  ground  that  the  value  to  a  subscriber  of  a 
service  including  Solvay  and  Syracuse  was  much  greater  than  that  of  a 
service  to  Syracuse  only. 

Held:  That  the  fact  that  a  separate  central  office  had  been  interpfosed 
between  the  complainants  and  the  city  of  Syracuse  was  not  a  circum- 
stance which  could  be  held  to  enhance  the  value  of  the  rural  line  service 
under  consideration  to  the  extent  claimed  by  the  company,  since  the 
range  and  use  of  service  by  the  complainants  would  not  be  greatly 
increased  by  the  interposition  of  this  new  central  office. 

That  the  present  tariff  distinctly  discriminated  against  the  complainants 
when  compared  with  the  rate  for  similar  service  to  farmers  situated  in 
other  localities  within  the  Syracuse  central  office  district. 

Sate  for   ' '  Solvay-Syracuse  ' '   Service  Prescribed. 

Considering  the  central  office  district  established  by  the  telephone  com- 
pany for  Solvay  as  essentially  a  part  of  the  central  office  district  of  Syra- 
cuse, and  at  the  same  time  giving  due  weight  to  the  value  of  the  two 
services,  the  Commission  ordered  that  the  respondent  put  in  force  a  rate 
of  $33.00  per  annum  for  multi-party  residence  line  service  at  present 
afforded  within  the  Solvay  central  office  district,  outside  of  the  Solvay  base 
rate  area,  subscribers  to  this  system  to  have  the  designation  of  "  West " 
exchange  and  to  receive  a  local  service  without  toll  charge,  inclusive  of 
both  the  Solvay  central  office  and  the  Syracuse  city  central  office. 

That  said  rate  for  service  indicated  should  remain  in  force  and  effect 
for  a  period  of  three  years  unless  superseded  or  abrogated  by  further 
order  of  the  Commission.* 

Opinion  and  Order. 

This  case  was  heard  at  Syracuse  March  5,  1914.  The 
complainants  are  farmers  situated  within  the  New  York 
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Telephone  Company 's  Solvay  central  ofl&ce  district.  Prior 
to  1907  the  farmers  in  this  locality  were  given  a  rate  of 
$24.00  per  annum  which  included  local  service  to  Solvay 
and  the  city  of  Syracuse.  The  rate  was  then  increased 
to  $30.00  per  annum  for  the  farmers  in  this  locality  and  in 
other  localities  surrounding  the  city  of  Syracuse  similarly 
situated. 

On  March  1,  1907,  a  separate  central  oflBce  was  estab- 
lished at  Solvay  and  a  rural  line  rate  of  $24.00  for  business 
service  and  $18.00  for  residence  service  was  fixed  for  Sol- 
vay service  alone  with  a  5-cent  toll  charge  for  each  message 
to  Syracuse.  To  secure  unlimited  Syracuse  service  the 
farmers  were  required  to  pay  the  base  rate  of  $30.00  plus 
a  mileage  charge  of  $2.00  for  each  quarter  mile  from  the 
municipal  limits  of  Syracuse.  Under  the  latter  condition 
the  farmers  were  also  required  to  pay  a  toll  charge  of 
5  cents  per  message  for  talking  to  those  of  their  neighbors 
who  had  elected  to  take  the  local  Solvay  service.  It  was 
not  until  about  December  1,  1913,  that  the  telephone  com- 
pany enforced  these  rates  which  were  adopted  with  the 
establishment  of  the  separate  Solvay  central  oflSce. 

The  complainants  desire  to  retain  the  $30.00  rate  which 
will  include  both  Solvay  and  Syracuse  service.  Of  a  total 
of  33  farmers  in  this  locality  28  have  elected  to  take  the 
$18.00  rate  for  local  Solvay  service  and  5  have  elected  to 
take  the  $30.00  rate  for  Syracuse  service,  paying  the  addi- 
tional mileage.  There  are  other  farmers  served  direct 
from  Syracuse  at  the  $30.00  rate  where  their  lines  enter 
Syracuse  city  direct  without  passing  through  another  ex- 
change. There  are  also  8  farmers  situated  from  3  to  5 
miles  north  of  the  city  of  Syracuse  who  are  outside  of  the 
Syracuse  central  office  district  and  who  pay  the  $30.00  rate 
plus  mileage. 

The  contention  of  the  telephone  company  that  its  present 
tariff  is  fair,  is  based  mainly  on  the  theory  of  the  value 
of  the  service  to  the  subscriber.  It  holds  that  the  value 
to  the  subscriber  of  a  service  including  both  Solvay  and 
Syracuse  is  much  greater  than  the  service  to  Syracuse 
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alone,  and  that  this  jnstifies  the  mileage  charge  and  the 
toll  charge  provided  in  the  present  tariff.  The  fact  that 
a  separate  central  oflSce  has  been  interposed  between  the 
complainants  and  the  city  of  Syracuse  is  a  circumstance 
which  cannot  be  held  as  enhancing  the  value  of  this  rural 
line  service  under  consideration  to  the  extent  claimed  by 
the  company.  The  range  and  use  of  service  by  the  com- 
plainants would  not  be  so  greatly  increased  on  this  account. 
The  present  tariff  distinctly  discriminates  against  the  com- 
plainants as  compared  with  the  rate  for  similar  service  to 
farmers  situated  in  other  localities  within  the  Syracuse 
central  office  district.  For  the  purpose  of  this  case  the 
Solvay  central  office  must  be  viewed  as  a  minor  factor. 

In  view  of  the  foregoing  the  only  consistent  conclusion 
is  that,  in  the  determination  of  a  fair  rate  for  rural  line 
service  in  this  case,  the  central  office  district  established  by 
the  telephone  company  for  Solvay  should  be  considered 
as  essentially  a  part  of  the  central  office  district  of  Syra- 
cuse, at  the  same  time  giving  due  weight  to  the  value  of  the 
two  services.  On  the  other  hand  rural  line  subscribers 
should  not  be  deprived  of  the  option  to  take  the  established 
local  rate  for  Solvay  service. 

In  the  Matter  of  the  Complaint  of  the  Board  of  Trustees 
of  the  Village  of  Solvay  v.  the  New  York  Telephone  Com- 
pany^ (Case  3078),  the  Commission  established  rates 
for  the  residents  of  Solvay  village  which  give  a  combina- 
tion service  at  a  flat  rate  covering  both  Solvay  and  Syra- 
cuse. This  combination  service  has  been  listed  in  the 
telephone  company's  directory  under  the  designation  of 
**  West  "  exchange.  A  similar  designation  for  rural  line 
service  with  a  corresponding  flat  rate,  giving  service  to 
both  Solvay  and  Syracuse,  would  be  entirely  consistent. 
After  due  consideration. 

It  is,  therefore,  ordered,  (1)  That  respondent,  New  York 
Telephone  Company,  be,  and  is,  hereby  directed  and  re- 
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quired  to  put  in  force  and  effect  on  or  before  July  20, 1&14, 
a  rate  of  $33.00  per  annum  for  multi-party  residence  line 
service  now  afforded  within  the  Solvay  central  office  dis- 
trict, outside  of  the  Solvay  base  rate  area,  subscribers  to 
this  service  to  have  the  designation  of  **  West  '^  exchange 
and  to  receive  a  local  service  without  toll  charge  inclusive 
of  both  the  Solvay  central  office  and  the  Syracuse  city 
central  office,  and  that  said  rate  for  the  service  indicated 
shall  remain  in  force  and  effect  for  a  period  of  three  years 
unless  superseded  or  abrogated  by  further  order  of  the 
Commission. 

Ordered  J  (2)  That  respondent,  New  York  Telephone 
Company,  may  amend  its  tariffs  accordingly  on  one  day^s 
notice  to  the  Commission  and  the  public,  and  respondent 
shall  file  with  the  Commission  its  notice  concerning  accept- 
ance and  obedience  of  this  order,  under  Section  23  of  the 
Public  Service  Commissions  Law,  on  or  before  July  10, 
1914. 


In  the  Matter  of  the  Complaint  op  Wyman  S.  Bascom 
FOR  Himself  and  the  Firm  of  Newton  and  Hill  v. 
New  York  Telephone  Company,  Respecting  Rates 
AND  Service  at  Fort  Edward  and  Vicinity. 

Case  No.  4293. 

Decided  July  2,  1914. 

Refusal  by  Commission  to  Divide  One  Existing  Local  Ser^ce  Area^  Com- 
prising Three  Towns»  into  Tliree  Local  Service  Areas  with  Toll 
Charges    between    Said    Areas —<  Approval    of    Exist- 
ing Rates  as  Reasonable  —  Complaint  Dismissed. 

Order. 

Complaint  having  heretofore  been  presented  to  this  Com- 
mission by  the  above  named  complainants,  respecting  the 
rates  for  telephone  service  charged  by  the  respondent  in 
Fort  Edward  and  vicinity,  and  the  quality  of  such  service ; 
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and  the  said  New  York  Telephone  Company  having  made 
answer  to  this  complaint  denying  all  the  material  allega- 
tions thereof ;  and  the  issues  thus  presented  having  come  on 
for  a  hearing  before  this  Commission  on  the  seventeenth 
day  of  June,  1914,  upon  which  hearing  the  said  Wyman  S. 
Bascom  appeared  on  his  own  behalf  and  as  legal  repre- 
sentative of  the  firm  of  Newton  and  Hill,  the  other  com- 
plaining party,  and  Mr.  George  R.  Grant  appeared  as  legal 
representative  of  the  respondent ;  and  it  appearing  to  the 
Commission  from  the  arguments  and  testimony  presented 
at  said  hearing  that  in  including  the  communities  of  Fort 
Edward,  Hudson  Falls  and  Glens  Falls  in  one  local  service 
area  (which  is  the  basis  of  the  present  complaint)  the  New 
York  Telephone  Company  is  only  continuing  an  arrange- 
ment which  was  in  force  before  the  purchase  of  the  Com- 
mercial Union  Telephone  Company  by  the  said  New  York 
Telephone  Company  and  not  then  objected  to  by  complain- 
ants, and  that  this  arrangement  is  by  no  means  in  the 
opinion  of  the  Commission  so  disadvantageous  to  the  com- 
munities affected  by  it  as  to  warrant  the  making  of  an 
order  establishing  in  the  inmiediate  future  three  local  areas 
with  toll  charges  between  them  instead  of  the  one  now  ex- 
isting without  toll  charges;  and  it  appearing  further  that 
the  rates  now  charged  complainants,  while  higher  than 
those  paid  to  the  Conamercial  Union  Telephone  Company 
prior  to  the  purchase  of  same  by  the  New  York  Telephone 
Company,  are  not  discriminatory  as  compared  with  the 
rates  in  the  same  neighborhood ;  and  it  appearing  further 
that  the  service  now  enjoyed  by  the  complainants  is  super- 
ior to  that  which  they  received  at  a  cheaper  rate  from  the 
Conamercial  Union  Telephone  Company,  in  that  within  the 
former  local  area  of  the  Commercial  Telephone  Company, 
and  within  th*^  village  of  Fort  Edward,  the  number  of  local 
stations  has  been  very  largely  increased  under  the  present 
ovmership ;  and  it  appearing  to  the  satisfaction  of  the  Com- 
mission,  in  view   of  these  and   other  facts   which  were 
brought  out  at  the  hearing,  that  the  making  of  an  order 
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immediately  reducing  the  rates  now  in  force  in  Fort 
Edward,  or  changing  the  local  area  as  now  established, 
would  not  be  warranted  at  this  time; 

It  is  hereby  orderedj  That  the  complaint  herein  be  dis- 
missed and  that  this  case  be,  and  the  same  hereby  is,  closed 
on  the  records  of  the  Commission. 

Dated  July  2,  1914. 
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W.  E.  CoNDREAY  et  al.  V.  Independent  Telephone  Company 

OF  Cestos. 

Case  No.  2022  — Order  No.  830. 

Decided  July  1,  1914. 

Inadequate  Service  —  Failure  to  Maintain   Equipment  —  Use   of  Foreign 
Lines  at  Expense  of  Subscriber  Owing  to  Condition  of  Defend- 
ant's Lines  —  Improvident  Contract  for  Management, 
Maintenance  and  Operation  of  System. 

Upon  complaint  of  failure  properly  to  maintain  telephone  lines  it  ap- 
peared that  on  this  account  the  defendant  sometimes  routed  messages  over 
foreign  lines  at  the  exi>ense  of  subseribers  although  their  contracts  pro- 
vided for  free  service.  It  further  appeared  that  the  defendant's  lines  were 
operated  under  a  contract  providing  for  payment  by  it  of  a  stipulated  sum 
for  the  management,  maintenance  and  operation  of  the  system. 

The  defendant  was  ordered  to  reconstruct  and  repair  its  lines  and  to 
make  a  new  contract  providing  separately  for  compensation  for  manage- 
ment and  operation  and  for  the  necessary  funds  for  labor,  equipment  and 
supplies.* 

Appeakances  : 

W.  E.  Condreay  and  T,  W.  Steele,  for  complainant. 
No  appearance  for  defendant. 

Opinion  and  Order. 
Complaint  was  filed  by  patrons  of  the  Independent  Tele- 
phone Company  of  Cestos,  Oklahoma, .  against  that  com- 
pany, alleging,  in  substance,  that  the  lines  are  poorly  con- 
structed, as  much  as  a  mile  of  pole  and  wire  line  being 
maintained  without  insulators  for  a  period  of  more  than 
one  year  past;  that  wires  are  permitted  to  hang  over  a 
span  of  40  rods  without  support;  even  coming  in  contact 
with  fence  wire  and  grounding  circuits,  that  defendant 
c»mploys  inexperienced  linemen,  and  complainants  pray  for 
an  order  requiring  repairs  on  the  lines  of  defendant  and 
for  adequate  service. 

•  Editor's  headnote. 
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The  evidence  shows  that  the  Independent  Telephone 
Company  of  Cestos  has  lines  running  over  considerable 
territory  adjacent  to  the  town  of  Cestos;  that  complain- 
ants, who  are  farmers  in  that  vicinity,  have  paid  for  the 
installation  of  their  own  lines  to  connections  with  the  lines 
of  defendant  and  have  entered  into  contracts  to  pay  a 
rental  of  $1.00  per  month  for  telephone  service. 

The  evidence  shows  that  the  question  of  rates  is  not  in- 
volved in  this  complaint,  but  that  the  patrons  of  defendant 
desire  adequate  service,  for  which  they  are  willing  to  pay 
the  present  rates  assessed  and  collected;  that  approxi- 
mately two-thirds  of  the  time  during  the  past  eight  years 
farmers  who  have  connections  with  the  lines  of  defendant 
have  received  very  poor  service  —  telephones  being  out  of 
commission  for  as  much  as  one  week  at  a  time,  batteries 
not  being  renewed  when  exhausted,  and  that  defendant, 
when  it  cannot  route  long  distance  messages  over  the  Inde- 
pendent line  for  the  reason  that  satisfactory  service  can- 
not be  had,  routes  such  calls  over  toll  lines,  when  its  con- 
tract with  its  farmer  subscribers  provides  they  shall  have 
free  service  to  certain  points  to  which  the  Independent 
lines  run. 

The  evidence  further  shows  that  many  farmer  patrons 
on  the  lines  of  defendant  have  refused  to  pay  the  rentals, 
in  an  undertaking  to  induce  defendant  company  to  make 
such  repairs  of  its  lines  as  will  afford  to  its  patrons  ade- 
quate service.  The  two  lines  principally  complained  of 
are  designated  as  lines  No.  101  and  No.  107.  On  line 
No.  101  there  is  approximately  40  miles  of  wire.  Line 
No.  107  runs  from  Cestos  to  Selling. 

The  evidence  further  shows  that  the  defendant  company 
contracts  with  a  manager  who  is  a  lineman  and  operator, 
and  under  such  contract  he  furnishes  all  supplies  and  equip- 
ment, keeps  up  the  lines  and  operates  the  switchboard  for 
$90.00  per  month. 

The  Commission  finds  from  the  evidence  that  lines 
No.  101  and  No.  107  are  not  in  such  condition  as  adequate 
service  over  them  may  be  afforded  to  its  patrons,  and  that 
such  lines  should  be  gone  over  and  repaired,  where  repairs 
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are  necessary,  by  the  installation  of  new  poles  and  insula- 
tors on  all  poles  for  wire  contacts. 

The  Commission  finds  from  the  evidence  that  the  con- 
tract of  the  defendant  for  the  management,  maintenance 
and  operation  of  its  plant  is  not  of  the  character  that  would 
reasonably  afford  adequate  service  and  such  as  defendant's 
patrons  are  entitled  to  receive.  Where  a  stipulated  price 
is  paid  for  management,  maintenance  and  operation  of  a 
public  utility  it  is  very  rare  that  the  proper  expenditures 
will  be  made  for  maintenance,  equipment  and  repairs.  The 
accounts  of  management  and  operation  should  be  separated 
from  maintenance  and  repair  expenses.  The  defendant 
should  make  such  arrangements  as  will  provide  the  proper 
compensation  for  management,  labor  and  maintenance  and 
for  operation  of  the  switchboard  as  may  be  necessary  to 
adequate  service.  It  should  also  provide  separately  for 
the  purchase  of  the  necessary  equipment  and  repairs  of  its 
lines,  taking  these  items  out  of  the  allowance  of  $90.00  per 
month  under  the  contract  now  in  force  with  its  manager. 

It  is,  therefore,  ordered^  That  the  defendant,  the  Inde- 
pendent Telephone  Company  of  Cestos,  Oklahoma,  shall 
make  repairs  of  its  lines  Nos.  101  and  107  and  reconstruct 
such  parts  thereof  as  may  be  necessary  to  afford  to  patrons 
on  such  lines  adequate  service  by  the  installation  of  new 
poles  and  by  placing  on  all  poles  insulators  for  wire  contact. 

It  is  further  ordered.  That  the  defendant  shall  enter  into 
a  different  arrangement  for  the  management  and  opera- 
tion of  its  plant  by  providing  separately  for  maintenance 
and  repair  expenses  and  for  equipment  and  supplies ;  that 
is,  the  defendant  shall  pay  for  the  management  of  the  plant 
and  the  operation  of  the  switchboard  such  compensation 
as  may  be  necessary  to  obtain  adequate  service  and  shall 
provide  funds  for  labor,  equipment  and  supplies  such  as 
may  be  necessary  to  place  its  plant  and  lines  in  proper 
condition  to  aiford  to  its  patrons  such  service. 

This  order  shall  be  in  full  force  and  effect  on  and  after 
July  15,  1914. 

Dated  at  Oklahoma  City,  Oklahoma,  July  1,  1914. 
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Railroad  Commission. 

In  the  Matter  of  the  Application  of  the  Home  Tele- 
phone AND  Telegraph  Company  of  Southern  Oregon, 
FOR  Authority  to  Increase  Its  Rates  in  the  Ex- 
changes of  Medford  and  Jacksonville,  Oregon. 

File  U-F  — 52. 

In  the  Matter  of  the  Application  of  the  Home  Tele- 
phone AND  Telegraph  Company  of  Southern  Oregon, 
FOR  Authority  to  Increase  Rates  in  the  Exchange 
of  Gold  Hill,  Oregon. 

File  U-F  — 53. 

In  the  Matter  of  the  Application  op  the  Home  Tele- 
phone AND  Telegraph  Company  of  Southern  Oregon, 
FOR  Authority  to  Increase  Rates  in  the  Exchange 
of  Rogue  River,  Oregon. 

File  U-F  — 54. 

Decided  June  3,  1914. 

Increase   in   Rates  —  Cost   of   Reproduction  —  Accrued   Depredation   and 

Obsolescence  —  Exclusion  ftom  Valuation  of  Duplicated  Property 

and  Property  Not  Used  in  tlie  Public  Service. 

Upon  application  for  an  increase  in  rates,  the  Commission  found  that 
the  total  cost  of  reproduction  of  the  properties  of  the  Home  company 
would  be  $204,688,  that  of  this  amount  $39,094  represented  the  cost  of 
reproducing  duplicated  property,  that  the  cost  of  reproducing  the  plant, 
exclusive  of  such  duplications,  would  be  $165,594  and  that,  deducting 
accrued  depreciation  and  obsolescence,  and  excluding  the  duplicated  prop- 
erty and  all  property  not  used  or  useful  in  the  service  of  the  public,  the 
present  value  based  upon  cost  of  reproduction  was  $121,791.  The  Com- 
mission after  considering  the  operating  revenue  and  the  operating  ex- 
penses prescribed  a  schedule  of  rates  which  it  found  to  be  just  and 
reasonable. 
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Xadiictlon  of  Hours  of  Senrlce  Denied. 

Held:  That  the  reduction  of  service  at  Gold  Hill  from  twenty-four 
hours  to  fourteen  hours  per  day  would  result  in  an  unreasonable  and  in- 
adequate service. 

That  the  sen-ice  afforded  should  remain  at  the  present  standard. 

Eight-party  Lines  —  Deterioration  of  Service. 

Held:  That  the  establishment  of  business  and  residence  eight-party 
line  service  was  not  warranted  by  existing  conditions  and  would  cause  a 
deterioration  of  the  general  sei*vice.* 

On  this  third  day  of  June,  1914,  the  above  entitled  mat- 
ters came  on  before  the  Commission  for  final  determina- 
tion, having  been  heretofore  fully  submitted. 

Appearances  : 

For  the  applicant.  Home  Telephone  and  Telegraph  Com- 
pany of  Southern  Oregon,  Gus  Newhury^  its  attorney. 

For  the  city  of  Medford,  Oregon,  B.  R.  McCabe,  city 
attorney. 

For  the  city  of  Gold  Hill,  Oregon,  Porter  J.  Neff,  city 
attorney. 

For  the  town  of  Rogue  River,  Oregon,  and  Rogue  River 
Commercial  Club,  0.  H.  Gill  more. 

Findings  of  Fact,  Opinion  and  Order, 

The  applications  herein  are  for  authority  to  increase 
rates  charged  for  telephone  service  in  the  cities  of  Med- 
ford, Jacksonville,  Gold  Hill  and  Rogue  River,  Oregon,  and 
stations  connected  with  the  exchanges  located  therein.  For 
convenience  they  are  consolidated  for  the  purpose  of  this 
order.  After  the  hearings  were  closed,  amended  applica- 
tions in  each  of  the  above  entitled  matters  were  filed,  set- 
ting up  certain  things  which  it  was  claimed  had  transpired 
subsequent  to  the  filing  of  the  original  applications,  and 
for  the  purpose  of  making  the  applications  conform  to  the 
proof. 
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The  Commission  now  being  fully  advised  finds  as  follows : 

1.  The  applicant,  the  Home  Telephone  and  Telegraph 
Company  of  Southern  Oregon  (hereinafter  called  the  Home 
company),  is  incorporated  under  the  laws  of  Oregon,  and 
is  a  public  utility,  which  owns,  manages  and  controls  plants 
and  equipment  for  the  conveyance  of  telephone  messages 
within  the  cities  of  Medford,  Jacksonville,  Rogue  River 
and  Gold  Hill,  Oregon,  and  the  vicinity  thereof,  as  a  public 
utility. 

2.  The  franchise,  by  virtue  of  which  applicant  operates 
in  the  city  of  Medford,  was  granted  by  the  city  council  to 
E.  C.  Sharpe,  February  23,  1909,  and  w^as  subsequently 
assigned  to  the  Home  company.  By  Section  5  of  the  fran- 
chise it  is  provided: 

"  The  maximum  rate  of  telephone  rentals  to  be  charged  for  each  tele- 
phone service  shall  be  as  designated  in  the  following  table  showing  the 
various  kinds  of  service  with  their  respective  rates: 
$3.00  per  month  for  individual  main  line  business  service. 

2.00  per  month  for  individual  main  line  residence  service. 

2.50  per  month  for  two-party  selective  ringing  business  ser\'ice. 

1.50  per  month  for  two-party  selective  ringing  residence  service. 

1.25  per  month  for  four-party  selective  ringing  residence  sendee. 
"  It  is  hereby  understood  and  agreed  that  the  above  table  of  rates  shall 
be  maintained  as  a  permanent  agreement  until  said  grantee  shall  have  in- 
stalled and  operated  through  said  exchange  not  less  than  1,000  connected 
telephones  within  the  city  limits  of  the  city  of  Medford.  When  the  actual 
number  of  operating  telephones  shall  have  exceeded  1,000  connected 
services,  then  said  grantee,  his  associates,  executors,  successors  or  assigns, 
shall  have  the  right  to  increase  the  above  mentioned  monthly  rates  not  to 
exceed  50  cents  per  month  for  each  telephone  service  so  connected  in 
service." 

By  Section  17  of  the  franchise  it  was  provided  in  terms 
that  the  franchise  should  not  be  transferred,  directly  or 
indirectly,  to  the  American  Bell  Telephone  Company,  or 
any  subsidiary  company  thereof,  or  to  any  telephone  com- 
pany doing  a  competitive  telephone  business. 

On  March  1,  1911,  the  applicant  inaugurated  its  tele- 
phone service  in  Medford.  It  now  has  connected  telephone 
services  50  per  cent,  in  excess  of  1,000,  and  under  its  fran- 
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chise  claims  it  has  a  right  to  a  rate  increase  of  50  cents 
per  month  for  each  telephone  service  so  connected  in 
service. 

3.  On  June  5,  1911,  the  city  council  of  Gold  Hill  granted 
to  E.  T.  Charlton,  or  assigns,  a  franchise  which  has  since 
been  assigned  to  the  Home  company,  permitting  the  occu- 
pancy of  the  streets,  alleys  and  thoroughfares  of  said  city 
with  poles,  wires  and  appliances  necessary  for  the  furnish- 
ing of  telephone,  telegraph  and  messenger  service  at  the 
following  rates : 

$2.00  per  month  for  individual  main  line  business  service. 
1.50  per  month  for  four-party  line  business  sen^ice. 
1.25  per  month  for  eight-party  line  business  service. 
1.50  per  month  for  individual  main  line  residence  service. 
1.25  per  month  for  four-party  line  residence  service. 
1.00  per  month  for  eight-party  line  residence  sen^ice. 

On  August  1,  1911,  the  Home  company  inaugurated  tele- 
phone service  in  Gold  Hill  at  the  above  mentioned  rates. 

4.  In  1910,  the  Home  Telephone  and  Telegraph  Company 
inaugurated  a  local  exchange  telephone  service  in  Rogue 
River  at  the  following  rates: 

$2.00  per  month  for  individual  main  line  business  service. 
1.50  per  month  for  four-party  selective  ringing  business  service. 
2.00  per  month  for  individual  main  line  residence  service. 
1.50  per  month  for  eight-party  selective  ringing  residence  service. 
1.50  per  month  for  eight-party  selective  ringing  suburban  service. 

The  Home  company,  however,  had  no  franchise  in  Rogue 
River. 

5.  About  the  same  time  the  applicant  constructed  a  tele- 
phone exchange  in  Grants  Pass,  Oregon.  All  of  the  ex- 
changes named  were  connected  by  toll  lines,  owned  and 
operated  by  the  applicant. 

6.  Prior  to  July  1,  1912,  The  Pacific  Telephone  and  Tele- 
graph Company  (hereinafter  called  the  Pacific  company), 
was  engaged  in  the  operation  of  telephone  exchanges  in 
Medford,  Jacksonville,  Gold  Hill  and  Grants  Pass,  Oregon, 
with  a  toll  station  in  Rogue  River,  Oregon,  and  toll  lines 
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connecting  all  of  the  exchanges,  and  also  connected  with 
other  stations  and  exchanges  reached  by  the  Pacific  com- 
pany. The  telephone  exchanges  of  the  Home  company 
and  the  Pacific  company  were  in  active  competition,  both 
as  respects  local  exchange  service  and  the  toll  service 
between  exchanges. 

7.  On  or' about  July  1,  1912,  an  arrangement  was  made 
between  the  Home  company  and  the  Pacific  company 
whereby  there  was  transferred  to  the  Home  company  the 
local  exchange  plants  of  the  Pacific  company  in  Medford 
and  Jacksonville,  and  in  txold  Hill.  The  Home  company 
thereupon  became  the  sole  occupant  of  the  telephone  field 
in  Medford,  Jacksonville,  Gold  Hill  and  Rogue  River,  in 
so  far  as  local  service  was  concerned,  and  withdrew^  its 
local  exchange  in  Grants  Pass.  Thereupon  the  Home  com- 
pany ceased  the  operation  of  its  various  toll  lines  in  Jack- 
sonville and  Josephine  Counties,  and  connected  its  various 
exchanges  with  the  toll  system  of  the  Pacific  comimny, 
under  a  traffic  arrangement  between  the  companies.  The 
Home  company  connected  the  exchanges  of  the  Pacific  com- 
pany in  Jacksonville  and  Medford  wdth  the  exchange  of  the 
Home  company  in  Medford,  and  thereafter  operated  such 
exchanges  jointly  with  free  switching  between  them. 

Thereafter  there  was  effected  a  consolidation  of  the  local 
exchange  plants  of  the  Pacific  company  in  Medford  and 
Jacksonville,  so  transferred  to  the  Home  company,  with 
the  Home  company's  local  exchange  plant  in  Medford; 
and  the  local  exchange  plant  of  the  Pa-cific  company  in 
Gold  Hill  was  consolidated  with  the  local  exchange  plant 
of  the  Home  company  located  at  that  point.  The  Pacific 
company  thereupon  discontinued  its  toll  station  in  Rogue 
River  and  connected  its  toll  lines  with  the  local  exchange 
of  the  Homo  company  at  that  point. 

8.  At  the  date  of  consolidation  the  original  cost  of  the 
various  plants  of  the  Home  company  as  set  out  in  its  books, 
including  toll  line  that  w^as  afterwards  dismantled,  and  in- 
cluding all  expense  of  organization,  promoter's  and  con- 
tractor's profits,  was  $142,981.90.     The  original  cost  of  the 
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Pacific  company's  plant  in  Medford  and  Jacksonville,  as 
transferred,  is  estimated  to  have  been  $117,682. 

9.  The  consideration  received  by  the  Pacific  company 
for  the  transfer  of  its  plant  to  the  Home  company  was  as 
follows :  Forty -nine  bonds  of  the  Home  company,  with  a 
par  value  of  $1,000  each,  $49,000;  360  bonds  of  the  Home 
company  of  a  par  value  of  $100  each,  $36,000;  6,900  shares 
of  the  capital  stock  of  the  Home  company  of  a  par  value 
of  $207,000,  at  an  agreed  value  of  $42,182,  and  the  Pacific 
company  paid  in  cash  $9,500. 

10.  The  effect  of  the  transfer  was  such  that  the  Pacific 
company  withdrew  from  the  local  exchange  service  in  Med- 
ford, Jacksonville,  Gold  Hill  and  Rogue  River,  and  the 
Home  company  withdrew  from  the  local  exchange  service 
in  Grants  Pass  and  from  toll  line  service  entirely;  and 
by  the  transfer  to  it  of  more  than  a  majority  of  the  capital 
stock  and  bonds  of  the  Home  company,  the  Pacific  company 
acquired  and  now  has  the  control  of  the  Home  company, 
but  the  title  to  the  exchanges  now  operated  in  Medford 
and  Jacksonville,  Gold  Hill  and  Rogue  River,  remains  in 
the  Home  company. 

11.  At  the  time  of  the  consolidation,  the  rates  of  the 
Pacific  company  were  as  follows: 

Medford: 

$2.50  per  month  for  one-party  business  service,  wall  equipment. 
2.00  per  month  for  two-party  business  serx'ice,  wall  equipment. 
2.00  per  month  for  one-party  residence  service,  wall  equipment. 
1.50  per  month  for  two-party  residence  service,  wall  equipment. 
1.25  per  month  for  four-party  residence  service,  wall  equipment. 
With  an  additional  charge  of  25  cents  per  month  for  portable  equii>- 
ment. 

Jacksonville : 

One-party  business,  unlimited  service,  wall  equipment  $2.50  per  month. 
Four-party  business,  unlimited  service,  wall  equipment  1.50  per  month. 
One-party  residence,  unlimited  service,  wall  equipment  2.50  per  month. 
Four-party  residence,  unlimited  service,  wall  equipment  1.50  per  month. 
With  an  additional  charge  of  50  cents  per  month  for  portable  equip- 
noent. 

Since  the  consolidation  the  rates  herein  set  out  have 
applied  in  Medford  and  Jacksonville. 
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[Ore. 
12.  The  applications  herein  as  originally  filed  asked  for 
authority  to  increase  the  rates  charged  by  the  Home  com- 
pany to  the  following: 

Medford  : 
Business,  one-party,  from  $2.50  per  month  to  $3.50  per  month. 
Business,  two-party,  from  $2.00  per  month  to  $3.00  per  month. 
Residence,  one-party,  from  $2.00  per  month  to  $2.50  per  month. 
Residence,  two-party,  from  $1.50  per  month  to  $2.00  per  month. 
Residence,  four-party,  from  $1.25  per  month  to  $1.75  per  month. 
Suburban,  eijrht-party,  from  $1.50  per  month  to  $2.00  per  month. 
Farmer  switching  service  from  $3.00,  $4.20,  $5.00,  $5.40,  $7.20  per  year 
to  $8.40  per  year. 

Jacksonville  : 

One-party  business,  unlimited  service,  from  $2.50  to  $3.50  per  month. 
Two-party  business,  unlimited  ser\ice,  from  $1.50  to  $3.00  per  month. 
One-party  residence,  unlimited  sendee,  from  $2.50  to  $2.50  per  month. 
Four-party  residence,  unlimited  service,  from  $1.50  to  $1.75  per  month. 
Suburban  eight-party  unlimited  service,  from  $1.50  to  $2.00  per  month. 
Farmer  switching  service,  $3.00  to  $8.40  per  month. 

Gold  Hill: 
Business,  one-party,  from  $2.00  per  month  to  $2.50  per  month. 
Business,  four-party,  from  $1.50  per  month  to  $2.00  per  month. 
Business,  eight-party  (eliminated). 

Residence,  one-party,  from  $1.50  per  month  to  $2.00  per  month. 
Residence,  four-party,  from  $1.25  per  month  to  $1.75  per  month. 
Residence,  eight -party,  from  $1.00  per  month  to  $1.50  per  month. 
25  cents  per  month  additional  for  desk  equipment. 

Rogue  River: 

Business,  one-party,  from  $2.00  per  month  to  $2.50  per  month. 

Business,  four-party,  from  $1.50  per  month  to  $2.00  per  month. 

Biisiness,  eight-party  (eliminated). 

Residence,  one-party,  from  $2.00  per  month  to  $2.00  per  month. 

Residence,  four-party,  $1.75  per  month. 

Residence,  eight-party,  from  $1.50  per  month  to  $1.50  per  month. 

Suburban,  eight-party,  from  $1.50  per  month  to  $1.75  per  month. 

25  cents  per  month  additional  for  desk  equipment. 

The  applications  as  amended  ask  for  further  increases 
than  those  prayed  for  in  the  original  applications,  as 
follows : 
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Medfoid: 

Business,  unlimited  one-pai-ty,  selected  seniee,  from  $2.50  per  month  to 

$4.00  per  month. 
Business,  unlimited  two-party,  selected  service,  from  $2.00  per  month  to 

$3.50  per  month. 
Suburban  residence,  ten-party,  selected  8er\ice,  from  $1.50  per  month  to 

$2.00  per  month. 
Farmer  line  service,  unlimited  party  line  switching  business,  from  $3.00, 
$4.20,  $5.00,  $7.20,  $8.40  to  $15.00  per  year. 

Jacksonville: 

Business,  unlimited  sei^ice,  one-party,  selected  service,  from  $2.50  per 

month  to  $4.00  per  month. 
Business,  unlimited  service  two-party,  selected  ser\nce,  from  $1.50  per 

month  to  $3.50  per  month. 
Suburban  business,  ten-party,  selected  ser\4ce,  from  $1.50  per  month 

to  $2.50  per  month. 
Suburban  residence,  ten-party,  selected  service,  from  $1.50  per  month 

to  $1.75  per  month. 
Farmer  line  sendee,  unlimited  party  line  switching  business,  from  $3.00 

to  $15.00  per  year. 

Gold  Hill  and  Rogue  River: 

Eliminate  all  party  line  business  senice. 

Increase  switching  service  rate  for  business  subscribers  on  fai*mer's  line 

to  $12.00  per  year. 
Reduce  hours  of  service  from  24  hours  per  day  to  14  hours  per  day  — 

7  A.  M.  to  9  p.  M. 

13.  The  cost  of  reproducing  the  properties  of  the  Home 
company  as  of  September  15,  1913,  including  working  cap- 
ital to  the  amount  of  $2,800,  and  making  an  estimate  of  the 
cost  of  organization  and  of  interest  during  construction, 
would  be  $204,688.  This  amount  represents  the  cost  of 
reproducing  the  properties  of  the  Home  company  in  normal 
new  and  usable  condition,  without  making  any  deduction 
on  account  of  depreciation  which  has  accrued,  or  for 
elapsed  life  which  has  taken  place,  or  on  account  of  dupli- 
cation of  portions  of  the  plant  not  used  or  useful  in  the 
service  of  the  public,  which  have  arisen  by  reason  of  the 
fact  that  the  plant  is  the  consolidation  of  two  former  com- 
peting systems.  The  cost  of  reproducing  that  portion  of 
the  property  which  is  so  duplicated  would  be  $39,094,  and 
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The  various  exchanges  and  plants  of  the  Home  company, 
however,  have  depreciated,  and  if  the  amount  of  sndi 
depreciation,  as  represented  by  the  proportion  of  the  Bfe, 
of  each  unit  of  the  plant,  which  has  already  elapsed,  as 
compare<l  with  the  total  probable  life,  be  deducted  from  the 
reproduction  cost  as  of  new,  then  such  reproduction  cost 
less  depreciation  of  all  of  the  properties  of  the  applicant 
would  be  $139,380,  distributed  to  exchanges  as  follows: 

Mifdford $126,067  00 

JaeksifmvWle 5,352  00 

Rognc  River 6,186  00 

Gold  Hill 1,775  00 

$139,380  00 

15.  The  existing  plant  of  the  Home  company,  after  de- 
ducting the  duplications  in  Medf  ord,  exceeds  present  needs 
and  such  future  development  as  reasonably  can  be  foreseen, 
to  the  amount  of  $19,992,  reproduction  cost  new,  and 
$17,589,  after  deducting  depreciation. 

Such  property  is  not  now  used  or  useful  in  the  service 
of  the  public,  and  there  is  no  probability  that  it  will  be 
used  or  useful  in  the  service  of  the  public  during  its  life 
or  such  period  for  development  in  the  future  as  now  ap- 
pears to  be  reasonable.  The  reproduction  cost,  lessened 
by  such  depreciation  as  has  accrued,  and  such  elapsed  life 
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as  hag  taken  place,  of  the  property  of  the  Home  company 
in  Medford  is  $108,478 ;  in  Jacksonville  is  $5,352 ;  in  Rogue 
River  is  $6,186;  and  in  Gold  Hill  is  $1,775. 

16.  By  reason  of  the  change  of  the  title  of  the  properties, 
their  merger  into  the  consolidated  exchanges,  thie  subse- 
quent abandonment  and  rebuilding  of  portions,  and  the 
existing  duplication  and  overdevelopment  of  the  remain- 
ing portions  of  the  plant  of  the  Pacific  and  Home 
companies,  now  operated  by  the  Home  company,  the  Com- 
mission is  unable  to  find  definitely  the  original  cost  of  the 
portions  of  such  property  now  actually  used  and  useful  in 
the  service  of  the  public. 

17.  The  revenue  from  operation,  operating  expenses  and 
operating  income  of  the  Home  company  from  the  consoli- 
dated plants  for  the  six  months  ending  June  30,  1913,  com- 
pared with  operating  revenues,  expenses  and  income  of  the 
Pacific  company  and  the  Home  company  combined  for  the 
six  months  ending  June  30,  1912,  immediately  prior  to  the 
consolidation,  were  as  follows: 
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Combined  Pacific 
and  Home,  six       Home  company,  six 
months  ending  months  ending 

Revenue:  June  SO,  1912  June  SO,  191B 

Exchange  service 

Medford $19^94  73  $16,484  16 

Jacksonville 1,201  99  1,130  80 

(iold  Hill 497  95  644  05 

Rogue  River 628  15  758  56 

Total $22,222  82  $19,017  56 

Toll  service 

Medford $1,206  78  $303  93 

Jacksonville 133  36  57  01 

Gold  Hill    210  83  81  44 

Rogue  River 134  50  80  81 

Ashland 29  75     

Total $1,715  22  $523  19 

Total  Revenue    $23,938  04  $19,540  75 

Operating  Expenses: 
Operation 

Salaries  and  wages $3,930  00  $5,244  15 

Other  expenses    3,083  54  1,885  50 

$7,013  54  $7,129  65 

Maintenance 

Repairs $2,407  38  $2,275  52 

Station  removals  and  changes 1,539  05  2,630  88 

$3,946  43  $4,906  40 

General  expenses 

Salaries  and  wages $2,277  50  $2,030  00 

Insurance 103  73  153  92 

Other  expenses 4,131  77  936  39 

$6,513  00  $3,120  31 

Total   Operatixc   Expenses.  .          $17,472  97  $15,156  36 

Operating  Income  $6,465  07  $4,384  39 
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The  operating  revenues  of  the  Home  company  have 
decreased  since  the  consolidation,  as  compared  with  the 
revenues  of  the  consolidated  units,  but  the  operating  ex- 
penses have  not  been  correspondingly  diminished. 

18.  The  applicant  claims  that  by  reason  of  increased 
wages  it  must  pay  to  certain  of  its  employees,  due  to  their 
demands,  and  to  the  orders  of  the  Industrial  Welfare  Com- 
mission of  the  State  of  Oregon,  its  operating  expenses  will 
be  increased  approximately  $1,524  per  year  in  Medford  and 
Jacksonville,  and  $781  in  Gold  Hill,  and  $961  in  Rogu? 
River. 

The  Commission  finds,  however,  that  by  the  practice  of 
economy  in  organization  and  operation  and  by  the  reduc- 
tion of  present  unduly  and  unnecessarily  heavy  general 
expense,  it  will  be  possible  for  the  Home  company  to  recoup 
in  a  large  measure  such  claimed  additional  expense. 

18.  The  annual  amount  of  taxes  to  be  met  by  the  com- 
pany is  $3,624.50.  The  annual  depreciation  of  the  plant 
of  the  company  used  and  useful  in  the  service  of  the  public 
is  $6,275. 

19.  If  the  Commission  should  grant  authority  for  the 
Home  company  to  increase  its  rates  to  the  extent  prayed 
in  its  original  or  amended  applications.  Home  company 
would  lose  a  large  number  of  subscribers  who  are  now 
patrons  of  its  exchanges,  without  gaining  any  subscribers 
in  place  thereof;  and  the  effect  would  be  to  decrease  the 
number  of  subscribers  connected,  to  diminish  the  value  of 
service  to  the  existing  subscribers  and  not  to  increase  the 
gross  or  net  revenues  of  the  company  in  proportion  with 
the  increase  in  rates.  It  is  not  possible,  either  by  the 
schedule  of  rates  applied  for,  or  by  any  schedule  which  the 
Commission  can  name,  to  yield  to  the  company  its  present 
unduly  high  operating  expenses,  its  taxes,  depreciation, 
and  any  substantial  return  upon  the  investment,  for  the 
reason  that  any  rates  which  would  yield  such  return  would 
be  so  large  that  the  same  would  exceed  the  value  of  the 
service  to  the  patrons  and  would  be  unreasonably  high,  and 
the  applicant  would   in  consequence  lose   so  many  sub- 
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scribers  that  neither  its  gross  nor  net  revenues  would  be 
increased. 

20.  Just  and  reasonable  rates  for  the  applicant  to  charge 
for  its  service  to  the  public  are  the  following: 

Ezi^nges 

Rates  per  month  except  as  otherwise  Jackson-  Gold         Rogue 

indicated  --  --  -- 

Business  one-party 

Business  two-party 

Business  four-party 

Business  ten-party,  semi-selective,  sub- 
urban   

Residence  one-party 

Residence  two-party 

Residence  four-party 

Residence  eight-party,  suburban 

Residence  ten-party,  semi-selective,  sub- 
urban  


Business  party  line,  farmer  switching. 
Residence  party  line,  farmer  switching. 


Medford 

vilU 

HiU 

Rifer 

$3  00 
2  25* 

$3  00 
2  2.5 
1  75* 

$2  50* 
1  75* 

$2  50* 
i  75* 

200* 
1  75* 
1  50* 
1  75* 

2  00* 
200 

1  50* 
1  75* 

1  50* 

266* 
1  50 

2  00*1 

i  50  * 
1  50* 

Per  year 

Per  year 

Per  year 

Per  year 

12  00 
7  20 

12  00 
7  20 

600 
300 

6  00 
3  00 

*  Add  25  per  cent,  per  month  to  rate  indicated  for  portable  desk  telephones. 
t  Present  rate. 

Other  rates,  as  named  in  the  company's  tariffs  on  file 
with  the  Commission,  to  remain  unchanged. 

21.  The  application,  as  amended,  contemplates  a  reduc- 
tion of  the  service  in  Gold  Hill  from  24  hours  to  14  hours 
per  day.  Such  diminished  service  would  be  unreasonable 
and  inadequate  and  the  service  afforded  should  remain  at 
the  present  standard. 

22.  The  Home  company,  in  its  amended  application,  asks 
for  the  establishment  of  business  and  residence  eight- 
party  line  service  in  Medford  and  Jacksonville.  The  Com- 
mission finds  no  facts  exist  to  warrant  the  establishment  of 
such  service,  and  that  the  general  service  would  be  de- 
teriorated and  rendered  inadequate  should  such  party  lines 
be  generally  put  into  service. 

It  is,  therefore,  ordered.  That  leave  be  granted  applicant 
to  increase  its  rates  as  specified  in  Paragraph  20  hereof, 
and  not  otherwise,  and  that  in  all  other  respects  the  ap- 
plication be  denied. 

Dated  Salem,  Oregon,  June  3,  1914. 
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PENNSYLVANIA. 

The  Public  Service  Commission. 

In  the  Matter  op  the  Right  of  a  Telephone  Company  to 
Indicate  What  Attachments  Shall,  Be  Placed  upon 
Its  Instruments  Installed  for  Patrons. 

FUe  No.  204. 

Decided  June  20,  1914, 
Bales  and  Bagnlatioiis  —  Attadunents  of  Foreign  AppUances  by  Patrons. 

Informal  Order.* 

After  a  careful  consideration  of  the  facts  in  your  com- 
plaint against  the  Bell  Telephone  Company  of  Pennsyl- 
vania, I  have  been  directed  to  advise  you  that  the  Com- 
mission is  of  the  opinion  that  in  order  to  insure  proper 
service  and  transmission  of  all  messages,  the  Bell  Tele- 
phone Company  has  a  right  to  indicate  what  attachments 
shall  be  placed  upon  their  instruments  installed  for 
patrons,  and  the  Commission  does  not  see  its  way  clear  to 
compel  a  change  in  the  rules  and  regulations  governing 
such  matters  on  the  part  of  the  telephone  company,  nor 
can  the  Commission  compel  a  telephone  company  to  have 
foreign  appliances  placed  upon  its  instruments. 


*  Informal  ruling  contained  in  a  letter  of  the  Commission,  dated  June 
20,  1914,  addressed  to  Messrs.  Charles  F.  Felin  and  Company,  Old  York 
Road  and  Butler  Street,  Philadelphia,  Pennsylvania,  and  issued  o\' 
signature  of  the  Secretary  of  the  Commission. —  Ed. 
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SOUTH  DAKOTA. 

Board  of  Railroad  Commissioners. 

Ix  THE  Matter  of  the  Investigation  into  the  Rates, 
Charges  and  Practices  of  the  Homestead  Telephone 
Company. 

Complaint  No.  1647. 

Decided  July  7,  1914. 
Filing  of  Contracts  with  the  Board. 

Ordered,  That  the  Homestead  Telephone  Company  reduce  all  of  its 
schedules  of  rates  and  its  rules  and  regulations,  and  all  of  its  contracts, 
agreements  or  understandings  with  cities,  towns  or  villages,  or  any  other 
telephone  companies,  to  writing  and  file  the  same  in  the  office  of  the 
Board  of  Railroad  (Commissioners. 

Rental  Basis  for  Telephone  Service. 

Ordered  J  That  the  Homestead  Telephone  Company  fix  and  establish  a 
schedule  of  rates  for  the  rental  of  telephone  instruments  and  telephone 
service  in  connection  therewith,  and  file  the  same  in  the  office  of  the  Board, 
and  abandon  its  method  of  levying  an  assessment  for  the  maintenance  and 
upkeep  of  the  plant. 

Service  to  Stockholders  and  Non-stockholders. 

Ordered,  That  the  Homestead  Telephone  Company  charge  to  all  sub- 
scribers without  reference  to  stock  ownership,  the  same  rental  rate  for 
the  rental  of  telephone  instruments  and  for  telephone  sen'ice  in  connection 
therewith,  and  grant  telephone  service  to  all  persons  in  the  community 
which  it  serves  who  shall  make  application  therefor. 

Physical  Connection  —  Switching  of  Messages  —  Privacy  of  Communication. 

Ordered,  That  the  Homestead  Telephone  Company  install  at  the  point 
of  intersection  where  telephone  messages  are  transferred  from  its  lines  to 
the  lines  of  the  Elm  Springs  and  Wasta  Telephone  Company  by  a  man 
walking  fi-oni  one  telephone  to  another  and  repeating  the  message,  a 
switch,  and  so  connect  its  wires  and  the  wires  of  the  Elm  Springs  com- 
pany with  said  switch  that  when  persons  on  either  line  desire  to  converse 
with  persons  on  tJie  other  line,  direct  communication  may  be  established 
througli  the  switch  without  the  intervention  or  intermediation  of  a  third 
person.* 
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Finding  and  Conclusions. 

This  is  a  proceeding  instituted  by  the  Board  of  Railroad 
Commissioners  of  this  State  for  the  purpose  of  conduct- 
ing an  investigation  into  the  rates,  charges  and  practices 
of  several  telephone  companies  located  at  and  in  the 
vicinity  of  Wasta,  South  Dakota.  A  hearing  was  held  at 
Wasta  before  Commissioner  Smith  on  April  28,  1914,  at 
ten  o'clock  a.  m.  The  Homestead  Telephone  Company  ap- 
peared by  Mr,  Ernest  Carleton,  its  president,  who  was 
sworn  and  examined. 

From  the  testimony  of  Mr.  Carleton  it  appears  to  the 
satisfaction  of  the  Commission  that  it  has  some  agree- 
ments or  understandings  and  some  contracts  with  other 
telephone  companies,  which  contracts  have  never  been  re- 
duced to  writing  and  consequently  have  not  been  filed  in 
this  ofiice,  and  the  attention  of  the  company  should,  there- 
fore, be  directed  to  Sections  4  and  6  of  the  telephone  law, 
which  require  that  all  rates  and  all  contracts  between  it 
and  any  municipality,  telephone  company  or  companies 
must  be  filed  in  the  office  of  the  Board  of  Railroad  Com- 
missioners. Inasmuch  as  this  statute,  as  w^ell  as  Section 
10  of  Chapter  207  of  the  Laws  of  this  State,  require  that 
all  contracts  and  all  schedules  of  rates  be  filed  in  the  office 
of  the  Board  of  Railroad  Commissioners,  it  necessarily 
follows  that  the  statute  refers  to  and  requires  that  all  such 
contracts  must  be  in  writing,  as  otherwise  they  could  not 
be  filed.  An  order  should,  therefore,  be  made  and  entered 
in  this  proceeding  requiring  the  Homestead  Telephone 
Company  to  reduce  all  of  its  contracts  with  any  cities, 
towns  or  villages  and  any  telephone  company  or  com- 
panies to  writing,  and  to  file  these  contracts  in  this  office. 
It  is  not  meant  by  the  statute  that  telephone  companies 
shall  be  required  to  enter  into  written  contracts  with  its 
subscribers  who  rent  telephone  instruments  from  it,  con- 
sequently it  will  not  be  necessary  to  have  such  contracts 
filed. 

It  also  appears  from  the  evidence  of  Mr.  Carleton  that 
this  company  is  transacting  business  on  the  assessment 
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basis  and  that  an  assessment  of  $3.00  per  annum  is  levied 
for  the  purpose  of  taking  care  of  the  operating  expenses, 
and  that  persons  in  the  vicinity  and  community  served  by 
this  telephone  company  have  expressed  their  desire  to 
receive  telephone  service  from  this  company,  but  the  com- 
pany has  thus  far  failed  and,  perhaps,  refused  to  furnish 
any  telephone  service  to  any  persons  who  are  not  stock- 
holders in  it.  Mr.  Carleton  says,  in  his  testimony,  that 
while  he  might  have  heard  and  might  know  of  applicants 
for  telephone  service,  yet  no  **  official  notice  ''  had  ever 
been  received  by  him.  Just  what  he  means  by  **  official 
notice  ''  is  not  entirely  plain,  but  it  does  satisfactorily  ap- 
pear from  his  testimony  that  he  knows  there  are  persons 
in  his  community  who  want  telephone  service  and  want  it 
from  his  company,  and  it  is,  therefore,  the  duty  of  this 
company  to  furnish  this  telephone  service.  This  company 
should  abandon  its  method  of  levying  an  assessment  of  a 
specified  sum  to  take  care  of  the  operating  expenses  and 
should  furnish  telephone  service  to  such  persons  in  the 
community  which  it  serves  as  desire  to  have  telephone 
service,  and  a  rental  rate  should  be  fixed  of  so  much  per 
month  or  per  annum,  and  this  rental  rate  should  be 
charged  to  all  persons,  to  all  stockholders  and  persons  who 
are  not  stockholders  alike. 

The  Board  also  finds  from  the  testimony  of  Mr.  Carleton 
that  at  the  point  where  messages  are  transferred  from  this 
line  to  the  Elm  Springs  and  Wasta  Telephone  Company's 
lines,  the  transfer  is  made  by  a  man  walking  from  one 
'phone  to  another  and  repeating  the  message.  It  does  not 
appear  from  the  transcript  where  this  switching  occurs 
or  the  name  of  the  man  who  does  the  switching.  It  goes 
without  saying  that  there  can  be  no  secrecy  or  privacy 
in  the  transmission  of  telephone  messages  made  in  the 
manner  outlined  by  Mr.  Carleton  in  his  testimony.  If  all 
of  the  switching  in  this  State  was  done  on  this  basis,  tele- 
phone service  would  be  crude  beyond  conception.  There 
should  be  a  certain  degree  of  privacy  in  the  transmission 
of   telephone   messages,   and   not   only   should   there   be 
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privacy  but  an  effort  at  accuracy,  and  there  can  be  no 
accuracy  in  the  transmission  of  a  message  from  one  line 
to  another  in  the  manner  indicated.  An  order  should  be 
made  and  entered  in  this  proceeding  requiring  the  Home- 
stead Telephone  Company  to  install  a  switch  where  these 
messages  are  transferred  in  this  manner  and  connection 
should  be  made  between  the  two  lines  by  means  of  a  switch, 
so  that  persons  wishing  to  talk  from  one  line  to  the  other 
be  afforded  an  opportunity  to  talk  to  each  other  direct  and 
not  through  the  intervention  of  a  third  person.  .  • 

Let  an  order  be  made  and  entered  in  this  proceeding 
directing  the  Homestead  Telephone  Company  to  reduce  all 
of  its  schedules  of  rates,  rules  and  regulations  and  all  of 
its  contracts  with  cities,  towns  or  villages  or  other  tele- 
phone companies  or  corporations  to  writing  and  to  imme- 
diately file  all  such  schedules,  rules,  regulations  and  con- 
tracts in  the  office  of  the  Board  of  Railroad  Commission- 
ers of  this  State,  and  requiring  said  telephone  companies 
to  install  a  switch  so  that  at  the  point  w^here  messages  are 
transferred  from  its  lines  to  the  lines  of  the  Elm  Springs 
and  Wasta  Telephone  Company,  it  may  be  done  by  means 
of  the  switch  so  as  to  enable  persons  to  communicate  or 
talk  with  each  other  direct,  and  requiring  and  commanding 
said  telephone  company  to  fix  and  establish  a  rental  rate 
at  a  certain  sum  per  month  or  per  annum  for  the  rental  of 
telephone  instruments  and  telephone  service  in  connection 
therewith,  and  to  furnish  telephone  service  to  all  persons 
requesting  the  same  and  to  charge  the  same  rate  to  all 
subscribers  regardless  of  whether  they  are  stockholders  in 
the  company  or  are  not  stockholders. 

Order. 

In  this  cause  the  Board  having  made  an  investigation, 
filed  its  findings  and  conclusions,  and  being  fully  advised. 

It  is,  therefore,  ordered,  considered  and  adjudged.  That 
the  Homestead  Telephone  Company  be,  and  it  hereby  is, 
required  and  commanded  to  reduce  all  of  its  schedules  of 
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rates  and  its  rules  and  regulations,  and  all  of  its  contracts, 
agreements  or  understandings  with  cities,  towns  or  vil- 
lages or  any  other  telephone  companies  to  writing  and  to 
file  the  same  in  the  office  of  the  Board  of  Railroad 
Commissioners. 

It  is  further  ordered,  considered  and  adjudged,  That  the 
said  Homestead  Telephone  Company  be,  and  it  hereby  is, 
required  and  commanded  at  the  point  of  intersection  where 
telephone  messages  are  now  transferred  from  its  lines 
to*  the  lines  of  the  Elm  Springs  and  Wasta  Telephone 
Company  by  a  man  walking  from  one  'phone  to  another 
and  repeating  the  message,  to  install  a  switch  and  to  so 
connect  its  wires  and  the  wires  of  the  Elm  Springs  and 
Wasta  Telephone  Company  with  said  switch  that  when 
persons  on  either  line  desire  to  converse  with  persons  on 
the  opposite  lines,  the  person  operating  the  switch  may 
make  a  direct  connection  through  the  switch  so  that  the 
persons  desiring  to  converse  may  do  so  directly  with  each 
other  and  without  the  intervention  or  intermediation  of  a 
third  person. 

And  it  is  further  ordered,  considered  and  adjudged,  That 
the  said  Homestead  Telephone  Company  be  and  hereby  is 
commanded  and  required  to  fix  and  establish  a  schedule 
of  rates  for  the  rental  of  telephone  instruments  and  tele- 
phone service  in  connection  therewith,  and  to  file  the  same 
in  the  office  of  the  Board  of  Railroad  Commissioners,  and 
to  abandon  its  method  of  levying  an  assessment  for  the 
maintenance  and  upkeep  of  the  plant,  and  to  charge  to  all 
of  its  stockholders  and  non-stockholders  and,  in  fact,  to  all 
subscribers  without  reference  to  stock  ownership,  the  same 
rental  rate  for  the  rental  of  telephone  instruments  and  for 
telephone  service  in  connection  therewith,  and  to  grant 
telephone  service  to  those  persons  in  the  community  which 
it  serves  who  make  application  therefor. 

The  Homestead  Telephone  Company  is  given  sixty  days 
in  which  to  comply  with  this  order. 

Done  in  regular  session  at  the  city  of  Pierre,  the  capital, 
on  this  seventh  day  of  July,  1914. 
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In  the  Matter  of  the  Investigation  into  the  Rates, 
Charges  and  Practices  of  the  Cheyenne  Valley 
Electric  Telephone  Company  of  Wall,  South 
Dakota. 

Complaint  No.  1647. 

Decided  July  7,  1914. 

Lower  Bates  for  Party  Line  than  for  Individual  Line  Service. 

Held:  That  the  Cheyenne  company  should  discontinue  its  practice  of 
oharpng  the  same  rate  for  individual  and  party  line  service  inasmuch  as 
individual  service  is  more  valuable  than  service  accorded  a  subscriber  on 
a  party  line. 

Extension  of  Lines  to  Intending  Subscribers  Ordered. 

Held:  That  under  the  statutes  of  South  Dakota,  all  telephone  com- 
panies are  common  carriers  and  as  such  must  furnish  sen-ice  to  the  entire 
community  in  which  they  are  transacting:  business. 

That  the  Commission  will  probably  order  a  company  which  is  attempt- 
ing: to  furnish  telephone  service  to  a  given  community,  to  extend  its  lines 
a  reasonable  distance  to  afford  proper  service  to  subscribei's  or  pei*sons 
desiring  to  become  subscribers. 

That  the  question  of  what  is  a  reasonable  dii»tance  must  be  determined 
in  each  case.* 

Eeport. 
A  hearing  in  this  cause  was  held  before  Commissioner 
Smith  at  Wasta,  South  Dakota,  on  the  twenty-eighth  day 
of  April,  1914.  The  Cheyenne  Valley  Electric  Telephone 
Company,  or  the  Cheyenne  Valley  Electric  Company,  ap- 
peared by  Mr.  T.  E,  Knapp.  This  telephone  company 
operates  an  exchange  at  Wall  and  connects  at  Pedro  with 
the  Red  Owl  Telephone  Company.  Its  business  and  resi- 
dence rates  are  all  the  same  without  regard  to  whether 
the  service  is  given  on  a  private  wire  or  one-,  two-,  three- 
or  four-party  line.  In  the  ScUeni  Telephone  case,t  this 
Conunission  held  that  the  rates  for  private  wire  or  main 
line  telephone  and  the  rates  for  one-,  two-,   three-  and 


•  Editor's  headnote. 

t  Salem   Commercial   Club   v.    Salem    Telephone   Company    printed   in 
Commission  Leaflet  No.  22,  at  page  996.  — Ed. 
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four-party  line  service  should  not  be  the  same,  that  the 
service  afforded  by  a  private  wire  or  main  line  'phone  was 
more  valuable  than  the  service  accorded  to  a  subscriber 
where  the  line  to  which  his  instrument  was  attached  was 
connected  also  with  one,  two  or  three  other  telephone  in- 
struments. There  is  a  great  difference  in  the  class  of 
service  furnished  by  the  main  line  or  private  wire  and  the 
party  line,  and  different  rates  should  be  provided  for  the 
different  classes  of  service. 

At  the  hearing  Mr.  Knapp  did  not  appear  to  be  informed 
as  to  what  was  the  proper  rate  for  an  extension  set.  It 
seems  that  this  company  has  in  service  one  extension  set, 
but  it  does  not  appear  from  the  record  whether  this  is 
simply  a  ringing  extension  or  a  ringing  and  talking  exten- 
sion. In  some  instances  rates  have  been  filed  in  this 
office  for  50  cents  for  a  ringing  extension,  and  in  some 
cases  a  fee  of  75  cents  and  in  yet  others  a  fee  of  $1.00  for 
the  ringing  and  talking  set;  this  rate  of  50  cents  for  the 
ringing  extension  set  and  75  cents  or  $1.00  for  the  ringing 
and  talking  extension  set  is  a  monthly  rental. 

It  also  appears  from  the  testimony  of  Mr.  Knapp  that 
where  the  distance  is  reasonable  and  the  intending  sub- 
scriber furnishes  the  poles  and  sets  them,  the  company  will 
put  on  the  wire  and  put  in  telephones  provided  the  intend- 
ing subscriber  pays  his  rental  for  one  year  in  advance. 
The  requirement  is  not  very  plain  as  to  whether  or  not 
the  intending  subscribers  are  required  to  become  stock- 
holders in  the  company,  but  it  is  assumed  from  the  fact 
that  they  offer  to  furnish  telephone  service  to  persons  who 
will  furnish  the  poles  and  set  them  and  pay  telephone 
rental  for  one  year  in  advance  that  the  stock  ownership  is 
not  a  condition  precedent  with  this  company  to  the  fur- 
nishing of  telephone  service.  In  several  cases  this  Com- 
mission has  ruled  that  a  telephone  company  will  not  be 
permitted,  under  the  statute,  to  require  any  intending 
subscriber  to  furnish  the  whole  or  any  portion  of  the 
equipment,  and  while  no  decision  has  yet  been  rendered 
by  this  Commission  on  the  subject  it  is  more  than  prob^ 
able  that  where  the  distance  is  reasonable  and  the  tele- 
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phone  company  is  attempting  to  furnish  telephone  service 
in  a  given  community,  this  Commission  will  in  a  proper 
case  require  the  telephone  company  to  afford  proper  tele- 
phone service  to  subscribers  or  persons  desiring  to  become 
subscribers  who  reside  within  the  community  attempted  to 
be  served.  Under  the  statutes  of  this  State  all  telephone 
companies  are  common  carriers  and  as  such  they  must 
furnish  service  to  the  community  in  which  they  are  trans- 
acting business.  What  is  a  reasonable  distance  in  every 
case  must  be  determined  from  all  of  the  circumstances  in 
the  particular  case.  There  is  no  fixed  and  established 
rules  as  to  what  constitutes  a  reasonable  distance,  and 
where  that  question  is  presented  to  the  Board  it  must  be 
determined  from  the  facts  in  the  case  then  in  controversy. 
Done  in  regular  session  at  the  city  of  Pierre,  the  capital, 
on  this  seventh  day  of  July,  1914. 


In  the  Matter  of  the  Investigation  into  the  Rates, 
Charges  and  Practices  of  the  Red  Owl  Telephone 
AND  Electric  Company  of  Marcus. 

Complaint  No.  1647. 

Decided  July  9,  1914. 
Approval  of  Present  Practices  of  Company. 

Report. 
Smith,  Commissioner: 

The  hearing  in  this  case  was  conducted  before  Commis- 
sioner Smith  at  Wasta  on  the  twenty-eighth  day  of  April, 
1914.  The  Red  Owl  Telephone  and  Electric  Company  ap- 
peared by  Mr.  C,  E.  DowlinQy  its  manager. 

It  appears  from  the  testimony  in  this  case  that  this  tele- 
phone company  adopts  the  practice  of  furnishing  the  entire 
equipment  for  intending  subscribers  if  the  place  of  resi- 
dence of  the  intending  subscriber  is  at  a  reasonable  dis- 
tance from  its  lines,  and  that  it  charges  a  rate  of  $1.50  per 
month,  payable  quarterly  in  advance,  and  while  it  gener- 
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ally  requires  an  intending  subscriber,  where  it  is  compelled 
to  extend  its  lines,  to  agree  to  rent  a  telephone  for  a  period 
of  one  year,  yet  it  has  never  entered  into  a  written  con- 
tract to  that  effect. 

We  believe  that  this  practice  is  in  full  accord  with  the 
purport  of  the  statutes  of  this  State  regulating  the  tele- 
phone business,  and  it  meets  with  our  approval. 

At  the  hearing  Mr.  Dowling  requested  that  he  be  advised 
as  to  whether  or  not  it  was  legal  to  make  a  discount  to 
subscribers  for  the  payment  of  telephone  rent  in  advance. 

In  several  cases  this  Commission  has  decided  that  where 
a  telephone  company  desires,  in  order  to  facilitate  the  col- 
lection of  its  telephone  rentals,  to  offer  a  discount  of  a 
certain  per  cent.,  or  a  certain  number  of  cents  from  its 
monthly  telephone  rental,  that  the  rate  filed  should  be  for 
the  full  telephone  rental  to  be  charged  with  a  statement  or 
foot  note  to  the  effect  that  in  case  the  rent  is  paid  in 
advance,  or  on  or  before  a  certain  date,  to  be  named,  that 
a  discount  of  so  many  cents  would  be  allowed  from  the 
monthly  rental. 

This  practice  seems  to  be  fully  in  accord  with  the  prac- 
tice of  other  Commissions  having  the  regulation  of  the 
telephone  business,  and  is,  in  our  opinion,  good  telephone 
practice. 

Dated  at  Pierre,  South  Dakota,  on  this  ninth  day  of 
July,  1914. 


In  the  Matter  of  the  Investigation  into  the  Rates, 
Charges  and  Practices  of  the  Elm  Springs  and  Wasta 
Telephone  Company. 

Complaint  No.  1647. 

Decided  July  Ih  1914. 

AboUtion  of  Requirement  tliat  Persons   Desiring   Service  Become   Stock- 
holders—  Elimination  of  Discrimination  between  Stockholders 
and  Non-stockbolders  —  Discontinuance  of  As- 
sessment on  Stockholders. 

Ordered,  That  the  Elm  Spriiig:s  and  Wasta  Telephone  Company  cease 
from  the  practice  of  reqiiirino:  persons  desiring:  service  to  become  stock- 

liolders  in  the  company; 
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That  said  company  furnish  telephone  service,  without  any  other  con- 
sideration or  condition  than  the  payment  of  a  monthly  rental,  to  all  ap- 
plicants in  the  community  served  by  it; 

That  said  company  charge  the  same  rates  to  all  subscribers  whether 
stockholders  or  non-stockholders; 

That  the  said  company  cease  Ie\'ying  an  assessment  on  its  stockholders 
for  the  purpose  of  paying  operating  expenses  and  maintenance. 

Physical  Oonnection  —  Jurisdiction  of  Board  —  Point   of  Connection. 

At  the  request  of  the  company,  the  Board  outlined  the  procedure  to  be 
followed  under  the  South  Dakota  law  in  order  that  the  company  might 
obtain  physical  connection  with  the  Nebraska  Telephone  Company. 

Held:  That  the  Board  has  jurisdiction  to  order  physical  connection, 
and  under  the  statute  probably  has  authority  in  case  a  telephone  company 
is  operating  an  exchange  within  a  city  or  town  and  a  rural  party  line  de- 
sires connection  therewith,  to  order  the  company  operating  the  local  ex- 
change either  to  connect  with  the  lines  of  the  rural  company  at  the  cor- 
porate limits  of  the  city,  or  to  make  the  connection  at  the  exchange  of  the 
local  company. 

Extension  of  Lines  to  Serve  Proftpective  Subscribers. 

Held:  That  when  it  is  necessary  in  order  to  afford  telephone  service 
to  an  intei>dhig  subscriber  f(jr  the  telephone  company  to  extend  its  lines, 
the  terms  and  conditions  upon  which  the  extension  shall  be  made  and  the 
service  granted,  must  be  decided  from  the  facts  presented  in  the  par- 
ticular case.* 

Opinion. 
Smith,  Commissioner: 

The  hearing  in  this  investigation  was  held  before  Com- 
missioner Smith  at  Wasta  on  the  twenty-eighth  day  of 
April,  1914.  The  Elm  Springs  and  Wasta  Telephone  Com- 
pany appeared  by  Mr.  R,  E.  Uuddleson,  secretary,  Mr. 
C.  B.  Hunt,  treasurer,  and  Mr.  D.  C.  Gillam,  one  of  its 
directors. 

From  the  record  in  this  case  it  appears  that  the  prin- 
cipal place  of  business  of  the  Elm  Springs  and  Wasta  Tele- 
phone Company  is  at  Elm  Springs,  where  it  maintains  a 
switch  connecting  its  diflferent  lines  running  to  Harwood, 
White  Owl,  Boneita  Springs,  Wasta  and  Creighton,  with 
branch  lines  to  Fisher  Springs.     The  Elm  Springs  and 


•  Editor's  headnote. 
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Wasta  Telephone  Company  has  78  subscribers  and  is  con- 
ducting its  business  on  the  assessment  and  not  on  a  rental 
basis;  that  is,  an  assessment  is  made  against  each  stock- 
holder for  an  amount  which,  in  the  opinion  of  the  Board 
of  Directors,  is  suflScient  to  pay  the  operating  expenses  and 
the  maintenance  and  upkeep  of  the  plant.  It  also  makes  a 
practice  of  requiring  persons  who  desire  to  become  sub- 
scribers on  their  lines  to  purchase  stock  in  the  company  as 
a  condition  precedent  to  the  furnishing  of  telephone  seTX- 
ice  and  refuses  to  furnish  telephone,  service  to  persons  who 
are  not  stockholders  in  the  company. 

This  Commission  has  frequently  held  that  all  telephone 
companies  doing  business  in  this  State  must  abandon  the 
assessment  basis  and  go  on  to  the  rental  basis.  Under  the 
statute  all  telephone  companies  are  common  carriers,  and 
the  statute  applies  to  all  telephone  companies  alike  with- 
out regard  to  the  manner  of  organization  or  by  whom 
operated.  All  are  common  carriers  and  under  the  tele- 
phone law  all  are  subjected  to  regulation,  and  jurisdiction 
is  conferred  upon,  and  this  Commission  is  charged  with  the 
duty  of  enforcing  the  statute.  Because  of  the  fact  that 
the  Elm  Springs  and  Wasta  Telephone  Company,  with  all 
other  telephone  companies  doing  business  in  the  State, 
whether  owned  by  individuals,  corporations  or  co-partner- 
ships, are  common  carriers  and  as  such  common  carriers 
subject  to  regulation,  it  must  furnish  telephone  facilities 
to  all  comers  on  the  same  basis  at  the  same  rates  for  the 
same  class  of  service,  and  there  must  be  no  distinction 
between  stockholders  and  those  who  are  not  stockholders. 
In  order  that  this  regulation  may  be  carried  into  effect,  it 
is  necessary,  therefore,  that  the  assessment  basis  under 
which  the  Elm  Springs  and  Wasta  Telephone  Company 
levies  an  assessment  on  its  stockholders  for  the  purpose  of 
defraying  its  operating  expenses  and  the  maintenance  and 
upkeep  of  the  plant,  must  be  abandoned  and  all  sub- 
scribers, including  not  only  stockholders  but  persons  who 
are  not  stockholders  must  pay  for  the  rental  of  telephone 
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instruments  and  telephone  service  in  connection  therewith 
on  a  rental  basis  of  a  certain  designated  sum  per  month. 
In  several  cases  this  Commission  has  decided  that  a 
telephone  company  is  not  permitted  under  the  statute  of 
this  State  to  compel  an  intending  subscriber  either  to  build 
any  part  of  a  line  or  to  furnish  any  part  of  the  equipment 
or  to  become  a  stockholder  in  the  company  as  a  condition 
precedent  to  the  furnishing  of  telephone  service.  While 
it  must  be  distinctly  understood  that  the  Board  of  Railroad 
Commissioners  has  no  jurisdiction  over  the  issuance  and 
sale  of  stocks  or  bonds  by  telephone  companies  or  other 
common  carriers,  it  must  likewise  as  distinctly  be  under- 
stood that  it  will  not  tolerate  any  practice  by  any  telephone 
company  which  requires  a  person  desiring  to  receive  tele- 
phone service  to  become  a  stockholder  or  to  build  a  portion 
of  the  line,  or  to  buy  a  part  of  the  equipment  as  a  condi- 
tion precedent  to  receiving  telephone  service.  At  common 
law  a  common  carrier  is  bound  to  treat  all  persons  alike 
and  to  afford  the  same  class  of  service  to  all  persons  at 
the  same  rates.  The  proper  basis  upon  which  to  operate  a 
telephone  company  and  which  will  afford  to  all  patrons 
alike,  whether  they  be  stockholders  or  otherwise,  telephone 
service,  is  the  rental  basis  fixed  at  a  certain  specified  sum 
per  month  ior  the  rental  of  telephone  instruments  and  at 
certain  rates  for  the  transmission  of  toll  messages,  and  to 
charge  such  rental  rates  and  message  rates  for  the  trans- 
mission of  toll  messages  to  all  persons.  The  rate  should  be 
fixed  at  a  sum  sufficient  to  defray  all  operating  expenses 
and  the  maintenance  and  upkeep  of  the  plant  and  to  pro- 
vide a  certain  amount  to  take  care  of  the  depreciation  of 
the  plant  and  to  take  care  of  a  dividend  on  the  stock.  The 
only  advantage  which  a  stockholder  has  over  a  person  who 
is  not  a  stockholder  is  that  he  is  entitled  to  a  return  in  the 
form  of  a  dividend  on  the  stock;  he  is  not  in  any  manner 
entitled  to  other  or  different  rates  than  any  other  persons. 
While,  as  above  stated,  the  Board  of  Railroad  Commis- 
sioners of  this  State  has  no  jurisdiction  over  the  issuance 
or  sale  of  stocks  or  bonds,  it  must  be  clearly  understood 
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by  all  telephone  companies  in  this  State  that  this  Commis- 
sion will  not  permit  any  telephone  company  to  require  a 
person  who  desires  to  become  a  patron  or  subscriber  as  a 
condition  precedent  to  the  furnishing  of  telephone  service 
to  him  by  the  rental  to  him  of  a  telephone  instrument  that 
he  become  a  stockholder  in  the  company. 

On  Pages  47  and  48  of  the  record  in  this  case,  the  Elm 
Springs  and  Wasta  Telephone  Company  desired  that  they 
be  informed  as  to  the  method  to  be  pursued  to  obtain  con- 
nection with  the  Nebraska  Telephone  Company  for  the 
transmission  of  long  distance  messages  and  what  forms 
of  contract  would  be  a  reasonable  contract  to  make  with 
the  Nebraska  Telephone  Company  for  that  service  and 
what  remuneration  should  be  paid  to  the  druggist  in  whose 
store  the  switch  of  the  Nebraska  Telephone  Company's 
lines  is  maintained  in  Wasta.  In  answer  to  this  question, 
this  Commission  is  of  the  opinion  that  the  procedure 
pointed  out  by  the  statute  of  this  State  to  be  followed  by 
telephone  companies  desiring  connection  with  other  tele- 
phone companies  is  to  first  make  a  demand  upon  the  tele- 
phone company  with  which  the  connection  is  desired  for  the 
connection,  and  then  in  case  of  the  failure  of  that  telephone 
company  to  afford  connection,  to  file  a  complaint  with  the 
Board  of  Railroad  Commissioners  and  submit  the  cause  to 
that  body  for  consideration  and  decision.  It  appears  from 
the  record  in  this  case  that  the  Elm  Springs  and  Wasta 
Telephone  Company  does  not  maintain  a  central  at  Wasta 
and  that  the  Nebraska  Telephone  Company  does  maintain 
connection,  through  a  switch  placed  in  a  drug  store  at 
Wasta,  with  other  telephone  lines,  and  that  the  druggist 
who  attends  to  and  operates  this  switch  receives  a  fee  of 
5  cents  each  time  he  answers  the  'phone  and  15  per  cent, 
of  all  money  taken  in.  If  the  Elm  Springs  and  Wasta 
Telephone  Company  were  connected  with  it,  it  would  be 
entitled  to  charge,  collect  and  receive  a  terminal  fee  of 
5  cents  for  each  message  originating  or  terminating  on  its 
exchange  or  lines  connected  therewith,  providing  that  the 
toll  line  company  did  not  also  maintain  an  exchange  at 
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the  same  point.  This  Commission  held  in  the  case  of  the 
Fanners'  Mutual  Telephone  Company  of  Fairfax  v.  Ne- 
braska Telephone  Company*  that  where  two  telephone 
exchanges  were  maintained  at  Fairfax  and  the  Farmers' 
Mutual  Telephone  Company  desired  connection  with  the 
Nebraska  Telephone  Company  for  the  transmission  of  toll 
messages  only  that  the  Nebraska  Telephone  Company  was 
entitled  to  the  terminal  fee  of  5  cents  on  all  messages  ter- 
minating or  originating  at  Fairfax,  and  what  has  been  said 
in  this  opinion  is  on  the  theory  that  the  Nebraska  Tele- 
phone Company  does  not  maintain  any  exchange  at  Wasta, 
a  point  upon  which  there  is  no  information  in  the  record. 
The  arrangement  which  the  Nebraska  Telephone  Company 
has  with  the  druggist  at  Wasta  appears  to  be  in  violation 
of  law  and  if  connection  is  made  between  the  lines  of  the 
Elm  Springs  and  Wasta  Telephone  Company  and  the 
Nebraska  Telephone  Company  voluntarily  it  would  not 
be  an  unreasonable  arrangement  to  permit  the  druggist  to 
receive  the  5-cent  fee  allow^ed  by  the  law^  to  an  exchange  or 
connection  company  on  each  incoming  or  outgoing  toll 
message. 

A  question  is  submitted  at  the  bottom  of  Page  48  and 
top  of  49  of  the  record  over  w^hich  this  Board  has  no  juris- 
diction. It  appears  that  the  Board  of  Directors  of  both 
companies  have  agreed  upon  a  contract,  and  then  the 
president  and  secretary  of  one  of  the  companies  refused 
to  sign  the  contract  on  the  ground  that  they  did  not  con- 
sider it  a  fair  contract  and  that  it  was  a  contract  w^hich 
was  adverse  to  the  interests  of  their  company.  While  this 
Board  has  no  jurisdiction  over  this  question  and  does  not 
express  any  legal  opinion,  it  does  seem  as  though  the 
Board  of  Directors  of  a  company  are  its  executive  officers 
and  that  the  officers  elected  by  the  Board  of  Directors,  to 
wit,  the  president,  secretary  and  treasurer,  are  inferior  to 
the  Board  of  Directors,  and  that  a-  contract  made  by  the 
Board  of  Directors,  if  properly  executed,  is  legal  and  valid 


•  Printed  in  Commission  Leaflet  No.  29,  at  page  945. —  Ed. 
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even  though  the  president  and  secretary  refuse  to  sign 
it.  The  Board  of  Directors  are  the  inunediate  represen- 
tatives of  the  stockholders  and  are  the  responsible  manag- 
ing officers  and  have  authority  to  direct  the  manner  in 
which  its  inferior  officers  shall  transact  the  business  of  the 
company,  and  likewise  have  power  to  direct  the  proper 
officers  to  sign  such  documents  as  in  the  opinion  of  the 
Board  of  Directors  are  required  to  be  executed.  This 
Commission  does  not  wish  to  intimate  in  this  connection 
that  it  has  not  jurisdiction  over  the  provisions  of  contracts 
with  reference  to  telephone  service  but  only  that  it  has  no 
jurisdiction  to  decide  whether  the  president  and  secretary 
of  the  telephone  company  exceeded  their  authority  in 
ignoring  the  instructions  from  their  Board  of  Directors. 

.  (3n  Page  50  of  the  record  appears  the  following  question  : 
**  Is  there  any  ruling  that  the  Commission  has  made  that 
compels  a  company  to  join  providing  they  do  not  run  to 
your  switch,  that  is,  if  a  company  says  we  wish  to  join  your 
line  and  they  do  not  run  to  our  switch,  are  they  not  com- 
pelled to  go  to  the  switch  before  demanding  this  connec- 
tion ?  ' '  Section  7  of  the  telephone  law  with  reference  to  con- 
nections between  lines  provides  that  no  wire  shall  be  com- 
pelled to  connect  except  at  exchanges  or  station  point  and 
this  section  also  contains  a  proviso  that  nothing  in  the  act 
shall  be  construed  to  prevent  telephone  companies  from 
connecting  their  lines  by  mutual  consent.  Often  where  a 
telephone  company  is  operating  an  exchange  within  a  city 
or  town  and  a  rural  party  line  desires  connection,  an 
arrangement  is  entered  into  whereby  the  company  oper- 
ating the  local  exchange  connects  with  the  lines  of  the 
rural  telephone  company  at  the  corporate  limits  of  the 
city  and  makes  its  own  connection  with  its  own  exchange. 
In  other  instances  the  rural  party  line  brings  its  wire  to 
the  exchange  or  switch  of  the  local  telephone  company  and 
there  makes  the  connection.  The  Board  has  jurisdiction 
to  order  the  connection  and  under  the  statute  in  all  proba- 
bility would  have  authority  to  compel  connection  in  either 
manner. 
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On  Page  51  of  the  record,  Mr.  C.  D.  Gillam,  one  of  the 
directors  of  the  Elm  Springs  and  Wasta  Telephone  Com- 
pany, asks  the  following  question :  *  *  I  was  going  to  ask 
you  whether  if  a  party  wanted  to  rent  a  'phone  if  you 
could  force  him  to  contract  for  a  year  in  case  we  have  to 
build  our  line  out  a  ways,  and  if  we  could  force  him  to  sign 
a  contract  to  guarantee  usT  "  In  answer  to  this  question, 
it  is  the  opinion  of  the  Commission  that  what  is  a  reason- 
able distance  ajid  what  are  reasonable  terms  for  the  com- 
pelling of  a  telephone  company  to  extend  its  lines  to  afford 
telephone  service  must  be  decided  upon  the  particular  facts 
in  each  case,  and  up  to  this  time  the  Commission  has  no 
information  from  which  it  could  lay  down  a  general  rule 
on  this  subject.  This  is  one  of  the  subjects  over  which 
the  Board  has  jurisdiction  and  when  the  question  is  pre- 
sented where,  in  order  to  afford  telephone  service  to  an 
intending  subscriber,  it  will  be  necessary  for  the  telephone 
company  to  extend  its  lines,  the  terms  and  conditions  upon 
which  the  extension  shall  be  made  and  the  service  granted 
must  be  decided  from  the  facts  presented  in  the  record  in 
the  particular  case  then  before  the  Board. 

Findings  and  Conclusions. 
The  hearing  in  this  case  was  held  at  Wasta  on  April  28, 
1914,  before  Commissioner  Smith.  The  Elm  Springs  and 
Wasta  Telephone  Company  appeared  by  its  secretary,  Mr. 
R.  E,  Huddleson,  its  treasurer,  Mr.  C.  B.  Hunt,  and  one 
of  its  directors,  Mr.  D.  C.  Gillam.  The  testimony  of  each 
of  these  officers  was  taken,  and  the  Board  having  carefully 
considered  all  of  the  evidence  in  this  case  now  makes  and 
orders  the  following: 

Findings  of  Fact. 

That  the  Elm  Springs  and  Wasta  Telephone  Company 

is  a  corporation  organized  and  existing  under  the  laws  of 

this  State  and  a  common  carrier  engaged  in  operating  a 

telephone  system  in  this  State ;  that  the  telephone  system 
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owned  and  operated  by  it  originates  at  Elm  Springs  with 
branch  lines  to  Wasta,  Boneita  Springs,  Harwood,  Creigh- 
ton  and  White  Ow^l;  thart;  it  indulges  in  the  practice  of 
requiring,  as  a  condition  precedent  to  the  furnishing  of 
telephone  service,  that  intending  subscribers  shall  first 
become  stockholders  in  its  company,  and  refuses  to  rent 
telephone  instruments  to  persons  w^ho  are  not  stockholders 
in  the  company;  and  that  it  also  indulges  in  the  practice 
of  levying  an  assessment  on  its  stockholders  of  a  sum 
sufficient  each  year  to  pay  the  operating  eipenses  and  to 
take  care  of  the  maintenance  and  upkeep  of  the  plant. 

As  conclusions  of  law  from  the  foregoing  facts  the  Board 
hereby  now  finds  and  decides: 

Conclusions  of  Law. 

That  an  order  be  made  and  entered  in  this  proceeding: 

(a)  Requiring  the  Elm  Springs  and  Wasta  Telephone 
Company  to  immediately  cease  and  desist  from  the  prac- 
tice of  compelling  persons  who  desire  to  rent  from  it  tele- 
phone instruments  to  become  stockholders  in  the  company 
as  a  condition  precedent  to  receiving  telephone  service. 

(b)  Requiring  and  commanding  the  Elm  Springs  and 
Wasta  Telephone  Company  to  afford  to  all  applicants  in 
the  community  which  it  serves  telephone  service  without 
any  other  consideration  or  condition  than  the  pajnnent  of 
a  rental  rate  of  a  certain  specified  sum  per  month,  the 
amount  of  such  rate  to  be  appro ve<l  by  this  Board. 

(c)  Requiring  and  commanding  the  Elm  Springs  and 
Wasta  Telephone  Company  to  cease  and  desist  from  the 
practice  of  levying  an  assessment  for  the  purpose  of  pay- 
ing the  operating  expenses  and  the  maintenance  of  upkeep 
of  the  plant,  and  requiring  and  commanding  said  company 
to  establish  a  rental  rate  for  the  rental  of  telephone  instru- 
ments at  a  specifie<I  sum  per  month,  payable  in  advance, 
monthly  or  quarterly  or  at  the  end  of  the  month  as  its 
Board  of  Directors  may  elect,  and  that  all  persons  renting 
telephone  instruments,  whether  stockholders  or  otherwise, 
be  required  to  pay  the  same  monthly  rental  rate  for  the 
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rental  of  telephone  instruments  and  telephone  service  in 
connection  therewith. 

Order. 

In  this  case  the  Board  having  completed  its  investi- 
gation, made  and  filed  its  Findings  of  Fact  and  Conclusions 
of  Law,  and  being  fully  advised  in  the  premises. 

It  is,  therefore,  ordered,  considered  and  adjudged: 

(a)  That  tKe  Elm  Springs  and  Wasta  Telephone  Com- 
pany be,  and  hereby  is,  commanded  and  required  to  imme- 
diately cease  and  desist  from  the  practice  of  requiring  or 
compelling  persons  desiring  to  rent  telephone  instruments 
and  to  receive  telephone  service  in  connection  therewith  to 
become  stockholders  in  the  company. 

(b)  That  the  Elm  Springs  and  Wasta  Telephone  Com- 
pany be,  and  hereby  is,  required  and  commanded  to  fur- 
nish, without  any  other  consideration  or  condition  than  the 
payment  of  a  monthly  rental  rate  for  the  rental  of  tele- 
phone instruments,  to  all  applicants  in  the  community 
served  by  it  telephone  service  by  the  rental  of  a  telephone 
instrument  and  the  furnishing  of  telephone  service  in  con- 
nection therewith. 

(c)  That  the  Elm  Springs  and  Wasta  Telephone  Com- 
pany be,  and  hereby  is,  commanded  and  required  to  imme- 
diately fix  and  determine  a  schedule  of  monthly  rental 
rates  to  be  charged  for  the  rental  of  telephone  instruments 
and  telephone  service  in  connection  therewith,  and  to  file 
such  schedule  of  rates  in  the  oflSce  of  the  Board  of  Rail- 
road Commissioners  and  to  charge  such  rates  so  made  and 
filed  fo  all  subscribers,  whether  they  be  stockholders  in  the 
company  or  persons  who  are  not  stockholders,  and  to  cease 
and  desist  from  continuing  in  effect  the  method  of  levying 
an  assessment  for  the  purpose  of  paying  the  operating 
expenses  and  the  maintenance  and  upkeep  of  its  plant. 

Done  in  regular  session  at  Pierre,  the  capital,  on  this 
eleventh  day  of  July,  1914. 
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In  the  Matter  of  Units  of  Value  to  be  Used  in  the 
Physical  Valuation  op  Telephone  Property. 

No.  1805. 

Dated  June  30,  1914, 
Befusal  of  Commiflslon  to  Adopt  or  Approve  Certain  Units  of  Value. 

The  Commission  declined  to  adopt  or  approve  the  units  of  value  pre- 
sented to  it  by  a  representative  of  the  Nebraska  Telephone  Company  and 
the  Northwestern  Telephone  Exchange  Company,  and  resolved  that  each 
telephone  company  doing  business  in  Nebraska  should  use  its  own  units 
of  value  and  should  file  with  its  physical  valuation  in*  the  office  of  the 
Board  copious  explanations  as  to  such  units  and  the  items  included  in  such 
units. 

The  Board  expressed  its  disapproval  of  any  method  of  compiling  units 
of  value  which  should  include  allowances  for  engineering  and  superin- 
tendence and  other  similar  items.* 

Eesolution. 

Whereas,  Mr.  Guy  H.  Pratt,  commercial  manager  of  the 
Nebraska  Telephone  Company,  on  the  sixteenth  day  of 
April,  1914,  left  in  the  office  of  the  Board  of  Railroad  Com- 
missioners of  the  State  of  South  Dakota  certain  books  in 
which  were  set  down  certain  units  to  be  used  in  making  a 
physical  valuation  or  appraisal  of  the  property  or  tele- 
phone systems  of  the  Nebraska  Telephone  Company  and 
the  Northwestern  Telephone  Exchange  Company  within 
this  State,  and  such  units  were  submitted  for  examination 
and  comparison  and  approval  or  adoption  by  the  Board 
of  Railroad  Commissioners  of  the  State  of  South  Dakota; 
and 

Whereas,  the  Board  of  Railroad  Commissioners  of  the 
State  of  South  Dakota  has  never  prepared  or  caused  to 
be  prepared  any  units  of  value  to  be  used  in  such  a  physi- 
cal valuation  or  appraisal  of  telephone  property,  and  is 
of  the  opinion  that  such  units  of  value  should  only  be 
adopted  after  a  careful,  exhaustive  and  elaborate  investi- 
gation in  which  all  persons  interested  in  the  preparation  of 
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such  units  should  be  given  an  opportunity  to  be  heard  and 
testimony  submitted  as  to  the  proper  items  to  be  incor- 
porated into  such  units  of  value,  and  the  Board  being  also 
of  the  opinion  that  it  is  not  now  in  a  position  to  adopt 
units  of  value  to  be  used  in  the  physical  valuation  or 
appraisal  of  the  telephone  property  of  the  different  tele- 
phone companies  doing  business  in  this  State : 

Be  it,  therefore,  resolved,  By  the  Board  of  Railroad 
Commissioners  of  the  State  of  South  Dakota  that  it  at  this 
time  decline  to  adopt  or  approve  of  the  units  of  value 
presented  to  it  by  the  representative  of  the  Nebraska 
Telephone  Company  and  the  Northwestern  Telephone  Ex- 
change Company;  and 

Be  it  further  resolved,  That  in  making  the  physical 
valuation  of  their  properties,  each  of  the  telephone  com- 
panies doing  business  in  this  State  use  its  own  units  of 
value  and  with  its  physical  valuation  or  appraisal  file  in 
the  oflRce  of  this  Board  a  copy  of  the  units  of  value  used  by 
it  in  making  such  appraisal  or  valuation,  with  copious 
explanations  as  to  the  use  of  such  units  and  the  items  in- 
cluded in  such  units;  and 

Be  it  further  resolved,  That  this  Board  disapproves  of 
the  method  of  compiling  units  of  value  which  shall  include 
items  or  allowances  for  engineering  and  superintendence 
and  other  similar  items. 
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In  the  Matter  of  the  Application  of  the  Coloma  Tele- 
phone Company  for  Authority  to  Increase  Rates. 

U  — 321. 

Decided  June  20,  1914, 

Increase  In  Bates  —  Inadequate  Accounting  Methods  —  Cost  of   Plant— 
Operating  Seyenues  and  Expenses. 

Upon  application  of  the  Coloma  Telephone  Company  for  authority  to 
increase  its  rates  from  $10.00  per  annum  or  $1.00  per  month  to  $12.00 
per  annum  or  $1.25  per  month,  it  appeared  that  the  reason  that  the  in- 
crease was  desired  was  to  offset  the  increase  in  operating  expenses  due  to 
the  advance  in  wages,  increase  in  taxes,  payment  of  industrial  insurance 
and  general  higher  cost  of  materials.  The  Commission,  in  attempting  to 
determine  the  cost  of  property  and  plant  of  the  applicant,  and  the  oper- 
ating revenues  and  expenses,  found  that  the  accounting  methods  of  the 
company  were  defective.  Nevertheless,  after  a  general  inspection  of  the 
balance  sheet  and  the  expense  items,  the  Commission  allowed  an  increase 
of  rates  to  $11.00  per  year  in  cases  where  the  charge  for  telephone  service 
was  paid  in  advance  for  a  full  year,  and  to  $1.10  per  month  in  cases  where 
the  service  was  paid  for  monthly. 

The  Commission  stated  that  this  increase  did  not  mean  that  in  its  judg- 
ment $11.00  per  year  would  fully  cover  all  costs  of  adequate  telephone 
service,  but  that  in  view  of  the  defective  reports  which  the  utility  had 
made,  and  in  view. of  the  condition  in  which  its  accounts  were  kept,  the 
(Commission  could  not  go  beyond  the  rate  mentioned,  as  it  was  impossible 
to  state  accurately  what  the  cost  of  service  was;  that  if  the  experience 
of  the  utility  with  a  proper  set  of  ac<»ounts  showed  the  necessity  for  rates 
as  high  as  those  applied  for,  another  application  might  be  made.* 

Opinion  and  Decision. 

The  Coloma  Telephone  Company  applies  under  date  of 
February  16,  1914,  for  authority  to  increase  its  rates. 
The  application  states  the  present  schedule  to  be  $10.00 
per  annum  or  $1.00  per  month,  and  asks  authority  to  in- 
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crease  the  rates  to  $12.00  per  annum  or  $1.25  per  month. 
A  hearing  was  held  at  the  oflSce  of  the  Commission  in 
Madison  on  May  20,  1914.  F.  W.  Potts  appeared  for  the 
applicant.  There  were  no  appearances  to  contest  the 
application. 

At  the  hearing  it  developed  that  the  reason  the  increase 
was  desired  was  to  offset  the  increase  in  operating  ex- 
penses due  to  the  advance  in  wages,  increase  in  taxes,  pay- 
ment of  industrial  insurance  and  general  higher  cost  of 
materials.  It  was  stated  that  the  increased  cost  of  oper- 
ating the  system  was  reflected  in  the  report  to  the  Com- 
mission for  the  fiscal  year  1913  with  the  exception  of  the 
item  of  industrial  insurance,  which  amounted  to  $75.00 
with  the  pay  roll  as  it  is  constituted  at  present. 

The  data  at  hand  upon  which  to  base  computation  to 
ascertain  the  fairness  of  the  applicant's  request  are  ex- 
ceedingly meager  and  unsatisfactory.  The  financial  report 
for  the  year  1912  contains  practically  nothing  upon  which 
we  may  rely.  The  report  for  1913,  while  fairly  complete 
as  to  income  account,  shows  a  balance  sheet  that  must  be 
scanned  with  care  before  accepting  its  figures  as  accurate. 
In  the  report  as  originally  submitted  by  the  company  the 
cost  of  property  and  plant  at  the  beginning  of  the  year 
was  given  as  $9,984.02,  while  no  details  of  this  item  were 
given  in  the  table  of  the  report  designed  to  show  the  ele- 
ments that  make  up  that  item.  From  an  inspection  of  the 
report  of  the  preceding  year,  it  was  evident  that  the  figure 
for  1913  represented  simply  the  total  assets  as  shown  in 
the  balance  sheet  for  the  year  before,  brought  forward  as 
the  first  item  in  the  balance  sheet  for  the  year  1913.  Be- 
quest being  made  for  the  details  of  the  figure,  a  revised 
balance  sheet  was  submitted  which  showed  total  assets  of 
$4,820,  or  an  amount  equivalent  to  the  sum  of  the  out- 
standing capital  stock  and  the  notes  and  bills  payable  as 
shown  on  the  opposite  side  of  the  balance  sheet.  The  cost 
of  property  and  plant  at  the  beginning  of  the  year  was 
given  as  $2,444.24,  an  amount  less  than  that  shown  for  the 
same  item  in  the  previous  year's  balance  sheet.    The  un- 
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certainty  thus  manifested  as  to  the  actual  cost  of  the  plant, 
coupled  with  the  very  evident  inadequacy  of  the  figure  last 
shown  to  cover  the  entire  cost  of  a  system  of  the  size  of 
the  one  under  consideration,  throws  such  doubt  upon  the 
balance  sheet  as  submitted  as  to  render  it  of  little  practical 
use  in  determining  a  fair  value  of  the  property. 

It  is  likely,  however,  that  the  figure  shown  in  the  1913 
report  as  originally  submitted  represents  approximately 
the  investment  in  the  property  involved  in  this  case.  In 
that  report  the  cost  of  property  and  plant  at  the  close  of 
the  year  is  shown  as  $11,403.52.  From  an  investigation  of 
the  value  of  other  properties  of  similar  size  to  this  one  and 
similarly  located  and  equipped,  we  conclude  that  this 
figure  is  more  reasonably  acceptable  as  representing  the 
actual  investment  in  this  property  than  the  one  given  in 
the  revised  balance  sheet.  In  the  interest  of  conservatism, 
however,  for  the  purpose  of  the  computations  in  the  case, 
it  may  be  well  to  adopt  a  figure  somewhat  lower  than  the 
one  indicated  as  representing  the  value.  The  error  either 
way  would  not  be  great  if  we  regard  $11,000  as  a  fair  ap- 
proximation of  the  amount  invested. 

Although  the  accounting  methods  and  results  of  the  com- 
pany are  not  of  the  best,  a  general  inspection  of  the  expense 
items  discloses  nothing  seriously  abnormal  about  them.  It 
may  be  safely  assumed  that  they  fairly  show  the  actual 
cost  of  operating  the  system.  It  was  stated  at  the  hearing 
that  the  item  of  industrial  insurance  that  the  company  is 
now  required  to  pay  amounted  to  $75.00.  This  amount 
has  been  included  in  the  computations  to  determine  the 
requirements  of  the  plant. 

The  total  earnings  are  shown  to  be  $3,186.77.  Of  this 
amount  $2,062.66  is  consumed  by  the  operating  costs,  in- 
cluding taxes,  amounting  to  $81.92,  and  the  industrial 
insurance  already  spoken  of.  There  is  left  the  sum  of 
$1,124.11  from  which  to  provide  a  sufficient  fund  to  meet 
depreciation  and  to  pay  interest  charges.  Computing  de- 
preciation at  61/2  per  cent.,  a  normal  rate  for  plants  of  this 
character,  and  estimating  the  interest  at  7  per  cent,  on 
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the  investment,  we  find  that  the  earnings  are  insuflScient  to 
meet  all  the  burdens  of  operating,  taxes,  depreciation,  and 
interest,  by  the  sum  of  $360.89.  If  we  now  increase  the 
total  earnings  by  a  sum  equal  to  the  increase  that  would 
result  were  the  rates  of  the  company  placed  at  $12.00  per 
annum,  the  gross  earnings  appear  as  $3,846.77.  Deducting 
from  this  amount  the  same  operating  expenses,  taxes,  de- 
preciation and  interest  as  used  above  there  results  a  sur- 
plus of  $299.11. 

From  such  facts  as  are  available,  therefore,  it  appears 
that  the  rate  asked  for  by  the  company  is  somewhat  larger 
than  is  necessary  to  carry  on  the  business  and  provide  an 
adequate  return  upon  the  property.  In  view  of  these  con- 
ditions it  appears  equitable  to  authorize  a  partial  increase 
in  this  case.  An  increase  to  $11.00  per  year  in  cases  where 
the  charge  for  telephone  service  is  paid  in  advance,  and  to 
$1.10  per  month  when  the  service  is  paid  monthly,  would 
appear  to  be  as  large  an  increase  as  is  required  by  such 
facts  as  are  available  in  this  case.  This  does  not  mean 
that  it  is  the  judgment  of  the  Commission  that  $11.00  per 
year  will  fully  cover  all  cost  of  adequate  telephone  service. 
In  view  of  the  defective  reports  w  hich  the  utility  has  made, 
however,  it  does  not  seem  we  should  go  beyond  the  rate 
mentioned.  When  the  utility  has  its  accounts  in  proper 
shape  we  will  be  in  position  to  determine  accurately  the 
cost  of  service,  and  if  further  increases  should  be  made, 
the  necessity  for  such  increases  wdll  be  disclosed  by  the 
records  of  the  utility.  Until  such  time  as  the  accounts 
are  properly  kept,  however,  it  would  almost  be  an  impossi- 
bility to  state  accurately  what  the  cost  of  service  amounts 
to,  and  we  do  not  feel  that  an  increase  beyond  the  amounts 
mentioned  should  be  authorized  until  the  cost  can  be  fuUt 
known.  The  Commission  will  be  ready  to  extend  necessary 
assistance  in  putting  the  accounts  of  this  company  on  an 
adequate  basis  and  in  furnishing  all  necessary  information 
regarding  the  methods  of  keeping  the  records.  If  the  ex- 
perience of  the  utility  with  a  proper  set  of  accounts  shows 
the  necessity  for  rates  as  high  as  those  applied  for  in  the 
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application,  there  will  be  nothing  to  prevent  another  action 
at  the  proper  time. 

It  is,  therefore,  ordered^  That  the  applicant  in  this  case, 
the  Coloma  Telephone  Company,  be,  and  the  same  hereby 
is,  authorized  to  discontinue  its  present  rates  for  telephone 
service  and  substitute  therefor  the  rate  of  $11.00  per 
'phone  per  year  where  payment  is  made  in  advance  for  a 
full  year,  and  a  rate  of  $1.10  per  month  w^here  payment  is 
not  made  in  this  manner.  This  rate  may  become  effective, 
if  the  company  so  chooses,  on  July  1,  1914. 

Dated  at  Madison,  Wisconsin,  this  tw^entieth  day  of  June, 
1914. 


In  the  Matter  of  the  Application  of  the  Eleva  Farmers 
Telephone  Company  for  Authority  to  Increase 
Rates. 

U  — 319. 

Dated  June  21,  1914. 

Inadequate  Revenue  —  Inefficient   Service  —  Increase  in  Bates  —  Dlsciim- 
inatlon  against  Stockholders. 

Upon  investigation  on  motion  of  the  Commission  it  appeared  that  the 
rates  charged  by  the  Eleva  company  were  inadequate  to  meet  the  require- 
ments of  the  company's  operating  expenses;  that  stockholders  were  dis- 
criminated against  in  that  they  paid  the  same  rentals  as  other  patrons  and 
were  also  obliged  to  contribute  in  order  to  cover  the  deficits  from  opera- 
don;  that  the  service  was  not  good;  and  that  an  increase  in  rates  was 
essential  to  the  company's  welfare. 

The  Commission  prescribed  a  schedule  of  rates  which,  based  on  the 
sen-ice  data  given  in  the  company's  1913  report,  would  allow  a  return  of 
7  per  cent,  upon  the  investment  after  providing  for  operating  expenses, 
maintenance  and  depreciation,  but  which  would  leave  only  a  small  surplus 
if  operating  expenses  should  increase  or  if  a  greater  depreciation  reserve 
than  6V2  per  cent,  should  be  set  aside.* 

Opinion  and  Decision. 

The  adequacy  of  the  rates  of  the  Eleva  Farmers  Tele- 
phone Company  is  before  the  Commission  in  two  proceed- 
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ings,  the  first  being  an  investigation  on  motion  of  the  Com- 
mission and  the  second  being  the  application  of  the  com- 
pany itself  for  authority  to  increase  rates.  To  economize 
time  and  space  the  two  proceedings  will  be  dealt  with  in 
one  decision. 

The  investigation  on  motion  of  the  Commission  was  in- 
stituted as  a  result  of  a  complaint  brought  by  several  stock- 
holders of  the  company  in  which  it  was  alleged  in  general 
that  the  rates  charged  were  inadequate  to  meet  the  require- 
ments of  the  company;  that  last  year's  operation  showed  a 
deficit  of  $100;  that  the  stockholders  were  discriminated 
against  in  that  they  paid  the  same  rentals  as  other  patrons 
and  were  obliged  to  contribute  to  cover  the  deficits  from 
operation;  that  the  service  was  not  good;  and  that  a  raise 
in  rates  of  $2.00  a  year  was  essential  to  the  company's 
welfare. 

A  hearing  was  held  at  the  Commission's  offices  in  Mad- 
ison on  April  fl,  1914.  J.  A.  Nelson,  president  of  the  com- 
pany, and  John  Tollefson,  vice-president,  appeared  for  the 
company.     There  were  no  appearances  for  the  petitioners. 

The  schedule  of  gross  rates  of  which  complaint  is  made 
is  as  follows : 

$10.00  per  year  for  rural  and  'two-party  residence  'phones. 
.flS.OO  per  year  for  business  and  single-party  residence  'phones. 
A  discount  of  25  cents  per  quarter  is  allowed  if  payment  is  made  in 
advance. 

At  the  hearing  it  developed  that  the  rates  were  admit- 
tedly inadequate  to  pay  operating  expenses,  keep  up 
repairs,  and  set  aside  a  fund  for  depreciation,  to  say  noth- 
ing of  providing  satisfactory  service.  Subsequently  to  the 
hearing  the  company  itself  filed  an  application  for  author- 
ity to  increase  its  rates  to  the  following  schedule : 

$12.00  per  year  for  rural  or  three-party  residence  ^phones. 
$15.00  per  year  for  single-party  residence  'phones. 
$18.00  per  year  for  business  'phones. 

Bills  to  be  paid  quarterly,  with  a  discount  of  25  cents  per  quarter  if 
paid  in  advance. 
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The  cost  of  the  property  and  plant  inwlved  in  this  case 
is  given  at  the  close  of  the  fiscal  year  as  $6,883.62.  The 
report  of  the  company  to  the  Commission,  made  June  31, 
1913,  shows  that  there  were  272  subscribers,  112  miles  of 
pole  line  and  195  miles  wire  line  at  that  date.  Accord- 
ing to  the  report  the  cost  per  sub-station  is,  therefore, 
about  $25.30,  per  mile  of  pole  line,  $61.40,  and  per  mile 
of  wire  line,  $35.20.  At  the  hearing  it  was  testified  that 
the  actual  cost  of  the  property  was  in  the  neighborhood 
of  the  capitalized  value,  or  about  $8,000.  This  would  give 
a  cost  per  sub-station  of  $29.40;  per  mile  of  pole  line  of 
$71.50,  and  per  mile  of  wire  line  of  $41.00.  An  investiga- 
tion of  the  costs  of  construction  of  other  plants  comparable 
to  the  one  under  consideration  shows  that  the  costs  per 
unit  here  given  are  exceedingly  conservative.  The  strong 
probability  is  that  the  figure  testified  to  in  the  hearing 
more  nearly  represents  the  actual  amount  of  the  invest- 
ment than  does  the  reported  cost  of  property  and  plant. 

It  was  testified  at  the  hearing  that  the  total  earnings 
from  subscribers  for  the  calendar  year  1913  amounted  to 
$2,143  and  that  the  total  expenditures  for  the  same  period 
was  $2,712.15.  Of  this  latter  amount  a  small  part  was 
expended  for  new  property  and  a  portion  for  renewals. 
The  amount  expended  for  these  purposes  was  estimated  at 
about  $600,  thus  indicating  that  the  operating  expenses 
w^ere  in  the  neighborhood  of  $2,112.15.  This  appears  to  be 
a  reasonably  normal  figure.  There  would,  therefore,  ap- 
pear to  be  a  small  deficit  from  operation  during  the  cal- 
endar year  1913,  and  it  is  apparent  that  there  cannot  be 
enough  return  from  the  present  rates  to  adequately  pro- 
vide for  the  upkeep  of  the  property  and  depreciation. 
Under  these  conditions,  resort  must  be  had  to  assessments 
of  stockholders,  a  necessity  that  is  inherently  undesiraWe 
and  unjust,  particularly  when  part  of  the  subscribers  are 
not  stockholders. 

If  the  rates  asked  for  in  the  application  be  allowed  to 
be  installed,  with  the  modification  that  a  new  rate  of  $12.00 
per  year  for  tw^o-party  residence  service  be  added,  the  re- 
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suit  from  operation,  based  on  the  service  data  given  in  the 
1913  report,  would  appear  as  follows: 

Eleva  Farmers  Telephone  Company, 
estimated  earnings. 

Number 

of  Proposed 

Character  of  'phone  'phones        rate,  net  Return 

Business : 

One-party 18  $17  00  $306 

Residence : 

One-party 12  14  00  168 

Two-party 8  12  00  96 

Three-party    6  1100  66 

Residence  on  farm  lines  3  11  00  33 

Rural : 

Farm  subscribers 227  11  00  2,497 

Total $3,166 


Without  allowing  for  an  increase  in  operating  expenses 
the  surplus  from  operation  resulting  under  these  rates 
would  amount  to  $1,054,  an  amount  scarcely  suflScient  to 
provide  for  a  depreciation  reserve  computed  at  6i/^  per 
cent,  on  the  cost  of  the  property  and  a  return  on  the  invest- 
ment of  7  per  cent.  If  there  result  any  increase  in  operat- 
ing expenses  such  as  normally  may  be  expected,  and  if  the 
company  provide  for  depreciation  according  to  the  dictates 
of  sound  business  management,  there  probably  will  be 
slight  surplus  remaining  for  return.  The  situation,  there- 
fore, while  not  being  all  that  could  be  desired  from  the 
stockholders  standpoint,  will  not  be  such  as  can  be  com- 
plained of  by  subscribers  in  general. 

It  is,  therefore,  ordered,  That  the  Eleva  Farmers  Tele- 
phone Company  be,  and  the  same  hereby  is,  authorized  to 
abandon  its  present  rates  and  substitute  therefor  the  fol- 
lowing schedule : 
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Gross  Rates: 

$18.00  per  year  for  business  'phones. 

Jjilo.OO  per  year  for  sin«rle- party  residenee  'phones. 

$13.00  per  year  for  two-party  residence  'phones. 

$12.00  per  year  for  rural  or  three-party  residence  'phones. 

Bills  to  be  paid  quarterly  on  the  first  day  of  each  quarter  with  a  dis- 
count of  25  cents  per  quarter  if  paid  in  advance. 

These  rates  may  be  placed  in  effect  July  1,  1914. 

Dated  at  Madison,  Wisconsin,  this  twenty-first  day  of 
June,  1914. 


Hawkins  Creek  Telephone  Company  and  Westford  Tele- 
phone Company  v.  Badger  Telephone  Company. 

U  — 324. 

Decided  June  29,  1911. 

Compulsory  Physical  Connection  and  Interchange  of  Service  —  Switching 

Fees. 

Upon  petition  asking  that  physical  connection  be  established  between 
the  lines  of  the  petitioners  and  thoe^e  of  the  respondent,  it  appeared  that 
physical  connection  and  interchange  of  ser\ice  had  previously  existed  be- 
tween the  lines  of  the  three  companies  at  Hub  City  and  between  the  lines 
of  the  Hawkins  company  and  the  respondent  at  Pleasant  Ridge,  but  that 
because  of  a  disagreement .  over  the  amount  which  the  plaintiflEs  should 
pay  to  the  respondent' for  switching  fees  the  respondent  had  disconnected 
its  lines. 

The  Conunission  found  that  the  connections  retj nested  were  required  by 
public  convenience  and  necessity ;  that  they  would  not  result  in  irreparable 
injury  to  the  owners  or  other  users  of  the  facilities  of  the  I'espondent; 
and  that  no  substantial  detriment  to  the  servnce  of  either  the  complainant 
or  respondent  would  result  from  the  connections  asked  for. 

Ordered,  That  the  Badger  Telephone  Company  reconnect  its  rural  line 
running  into  Hub  City  to  the  Hub  City  switch  of  the  complainants,  and 
re-establish  sendee  to  and  from  this  switch  over  this  line; 

That  said  respondent  reconnect  its  rural  line  which  extends  to  Pleasant 
Ridge,  with  the  Hawkins  Creek  Telephone  Company's  rural  line  which 
extends  into  the  same  locality,  by  the  means  of  a  switch  installed  in  some 
conveniently  located  fann  house,  and  re-establish  -the  service  to  and  from 
this  switch  over  this  rural  line; 
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That  all  the  parties  to  these  proeeeding:s  put  into  effect  the  follo>^*ing: 
rates  for  service  through  these  switches,  said  rates  to  be  in  addition  to  the 
regular  rates  for  service  charged  by  these  companies:  $1.00  per  year  for 
subscribers  who  elect  to  have  unlimited  ser\ice  from  the  lines  of  the 
respondent  to  those  of  the  complainants,  or  reverse,  through  either  or 
both  of  the  switches;  5  cents  per  call  toll  charge  for  subscribers  not  elect- 
ing the  unlimited  ser\4ce;  free  ser\'iee  through  the  Hub  City  switch  be- 
tween lines  owned'  by  the  complainants; 

That  the  operators  of  the  switches  shall  be  held  responsible  for  an  ac- 
curate record  of  all  toll  ca'ls  passing  through  their  respective  switches 
and  be  entitled  to  2  cents  of  the  5  cent  toll  charge,  the  remaining  3  cents 
to  go  to  the  company  originating  the  call,  which  company  shall  be  respon- 
sible for  the  collection  of  the  full  amount  of  the  toll  charge; 

That  companies  not  parties  to  this  case  desiring  to  obtain  the  advantage 
of  the  above  unlimited  sen'ice  fiat  rate,  may  obtain  the  same  by  applying 
to  the  party  to  this  case  with  which  they  connect  directly,  and  by  paying 
the  $1.00  per  year  charge  for  each  subscriber  electing  to  come  under  this 
rate. 

Boutiiig  of  Messages. 

Held:  That  calls  from  the  subscribers  of  tlie  coni[)lainants  to  sub- 
scribers of  the  respondent,  or  reverse,  should  always  be  routed  through 
one  of  the  switches  in  question,  except  in  cases  of  emergency  or  in  case 
subscriber  wishes  to  use  the  toll  line  facilities  of  a  company  making  regu- 
lar toll  charges  for  such  calls. 

Maintenance  and  Operation  of  Switches. 

Orderedy  That  the  respondent  and  the  Hawkins  Creek  Tele[)hone  Com- 
pany share  equally  in  the  expense  of  the  operation  and  maintenance  of 
the  Pleasant  Ridge  switch,  and  provide  sufficient  compensation  to  the 
operator  of  this  switch  to  insure  adequate  service; 

That  each  of  the  three  parties  to  this  case  pay  to  the  operator  of  the 
Hub  City  switch  of  the  complainants,  the  sum  of  $1.00  per  telephone  per 
year  for  each  telephone  on  its  lines  which  are,  or  which  by  virtue  of  this 
order  hereafter  become,  directly  connected  to  this  switch. 

Reduction  of  Number  of  Subscribers  per  Line. 

Ordered^  That  in  the  interests  of  good  service  the  Hawkins  (^reek  Tele- 
phone Company  proceed  to  reduce  the  number  of  its  subscribers  per  line 
to  twelve  or  less.* 

Opinion  and  Decision. 

The  above  entitled  matter  involves  the  question  of 
physical  connection  between  the  Hawkins  Creek  Telephone 
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Company  and  the  Westford  Telephone  Company,  complain- 
ants, and  the  Badger  Telephone  Company,  respondent,  at 
Hub  City  and  at  what  was  formerly  known  as  Rego's 
s\^4tch,  in  Vernon  County.  It  appears  that  the  lines  of 
the  three  companies  were  connected  at  these  points  up  to 
about  one  year  ago,  at  which  time  a  disagreement  occurred 
over  the  amount  which  the  complainants  should  pay  to  the 
respondents  for  switching  fees,  with  the  result  that  the 
respondent  disconnected  its  lines  from  the  above  mentioned 
switches.  The  complainants  in  this  case  are  seeking  to 
have  these  connections  restored. 

Upon  the  disconnection  by  the  Badger  company  of  their 
lines  from  those  switches,  the  matter  was  brought  to  the 
attention  of  the  Commission  and  an  effort  was  made  to 
arrive  at  a  settlement  informally.  This  effort  failed,  how- 
ever, and  on  December  13,  1913,  a  formal  complaint  was 
entered  jointly  by  the  Westford  Telephone  Company  and 
the  Hawkins  Telephone  Company  against  the  Badger  Tele- 
phone Company  in  which  the  following  points  were  set 
forth: 

"  1.  That  the  Hawkins  Creek  and  Westford  Te!ej)lione  Companies  are 
both  public  utilities  enjraged  in  the  business  of  furnishing  telephone 
sen-iee,  local  and  long  distance,  in  the  counties  of  Richland  and  Sauk; 
that  the  principal  place  of  business  of  botii  is  at  Cazenovia. 

"2.  That  the  Badger  Telephone  Company  is  also  a  public  utility  cor- 
poration furnishing  local  and  long  distance  telephone  service  in  Richland 
and  Vernon  Counties,  but  chiefly  in  Vernon  County. 

"  3.  That  large  numbers  of  the  subscribers  of  said  companies  greatly 
need  and  desire  service  with  the  other;  that  such  a  connection  is  desired 
for  business  and  social  purposes. 

"4.  That  up  to  May  19,  1913,  the  said  companies  maintained  physical 
connection  of  their  lines  at  Hub  City,  Richland  County,  and  had  so  main- 
tained such  physical  connection  for  some  twelve  years  prior  to  said  date, 
and  also  Pleasant  Ridge  connections  for  some  years. 

**  5.  That  on  said  May  10,  1913,  the  respondent  company  without  just 
cause  or  reason,  severed  the  physical  connection  between  the  petitioner 
and  the  respondent  and  refuses  and  neglects  to  restore  such  interchange  of 
service,  and  severed  the  Pleasant  Ridge  connections  about  June  15,  1913. 

"  6.  The  petitioners  therefore  pray  that  the  aforesaid  Badger  Telephone 
Company  be  required  to  answer  such  charges,  and  after  investigation  and 
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hearing  an  order  be  entered  directing  physical  connection  between  peti- 
tioners and  respondent  for  local  and  toll  purposes  on  such  terms  and  con- 
ditions as  fo  the  Commission  may  deem  proper  and  just." 

The  above  complaint  entered  in  duplicate,  one  for  tha 
Hawkins  Creek  Telephone  Company  and  one  for  the  West- 
ford  Telephone  Company,  was  signed  by  some  30  sub- 
scribers of  the  two  complaining  companies  and  7  of  the 
respondent's  subscribers.  These  signers  reside  principally 
in  the  neighborhood  of  the  dividing  line  between  the  com- 
plainants '  and  respondent 's  lines. 

On  February  18, 1914,  hearing  was  held  in  the  matter  at 
the  office  of  the  Commission  at  Madison.  Micheal  Neary 
appeared  for  the  Hawkins  Creek  Telephone  Company  and 
W,  C.  Scholl,  Frank  Bowen  and  R.  E.  Fogo  appeared  for 
the  Badger  Telephone  Company.  Owing  to  an  error  the 
Westford  Telephone  Comany  did  not  receive  notice  of  the 
hearing  and  hence  was  not  represented  at  the  hearing. 
However,  an  agreement  w^as  entered  into  among  the  three 
companies  concerned  by  which  the  Westford  Telephone 
Company  waived  its  notice  of  investigation  and  notice  of 
hearing  and  agreed  that  its  case  might  be  passed  upon  and 
decided  wholly  upon  the  testimony  and  papers  filed  infor- 
mally and  those  filed  in  the  case  of  the  Hawkins  Creek  Tele- 
phone Company  v.  Badger  Telephone  Company^  and  that 
the  final  order  of  the  Comjnission  might  cover  all  questions 
raised  and  considered  in  both  of  said  proceedings. 

Following  the  hearing,  an  investigation  was  made  of  the 
situation  by  the  Commission.  This  investigation,  together 
with  the  testimony  taken  in  the  case,  has  brought  out  the 
following  in  addition  to  the  facts  already  presented. 

The  Hawkins  Creek  Telephone  Company  is  a  farmers' 
company  operating  two  lines.  One  of  these  extends  from 
the  Hub  City  switch  to  the  exchange  of  the  Cazenovia  Tele- 
phone Company  at  Cazenovia,  a  distance  of  about  twelve 
miles,  and  serves  18  patrons.  The  other  line  extends  from 
Pleasant  Ridge  (about  seven  miles  east  of  Hub  City)  ap- 
proximately seven  miles  to  the  Cazenovia  Telephone  Com- 
pany's exchange  at  Cazenovia  and  serves  15  patrons.     On 
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the  Pleasant  Kidge  end  of  this  line  is  what  is  known  as  the 
Rego  switch  by  which  this  line  was  formerly  connected  to 
one  of  the  rural  lines  of  the  Badger  Telephone  Company 
running  to  Richland  Center.  The  lines  of  the  Hawkins 
Creek  Telephone  Company  are  constructed  largely  of 
native  poles  which  appear  to  be  standing  in  good  shape 
and  for  the  most  part  are  fairly  well  anchored.  However, 
the  wire  appears  to  have  been  poorly  put  up,  the  splices 
not  being  properly  made  and  the  wire  often  not  properly 
tied  in.  This  company  pays  $12.50  per  year  toward  the 
maintenance  of  the  switch  at  Hub  City.  Its  rates  for 
service  are  $7.00'  per  year,  each  subscriber  owning  and 
maintaining  his  instrument. 

The  Westford  Telephone  Company  also  operates  in  the 
territory  between  Hub  City  and  Cazenovia,  its  lines  ap- 
proximately paralleling,  but  lying  to  the  north  of,  the 
Hawkins  Creek  Telephone  lines.  This  company  operates 
6  lines  on  which  there  is  a  total  of  76  'phones.  Two  of 
these  lines  run  from  Hub  City  to  the  exchange  of  the 
Cazenovia  Telephone  Company  at  Cazeno\da,  one  having 
13  'phones  and  the  other  11.  One  line  with  11  patrons  runs 
out  of  the  Hub  City  switch  and  connects  with  no  other 
exchange.  The  remaining  three  lines  connect  with  the 
Germantown  switch  which  is  owTied  and  maintained  en- 
tirely by  this  company.  These  three  lines  form  part  of 
the  means  of  communication  between  Cazenovia  and  Val- 
ton,  Wonewoc,  and  La  Valle.  The  Westford  company  pays 
$25.00  per  year  toward  the  operation  of  the  Hub  City 
switch.  Its  rate  is  $6.00  per  year  with  the  understanding 
that  the  subscriber  own  and  maintain  his  own  instruments. 

The  Cazenovia  Telephone  Company  although  not  a  party 
to  this  case  is,  nevertheless,  a  party  to  the  completion  of 
all  calls  between  Cazenovia  and  the  Badger  Telephone 
Company's  lines  and  hence  a  brief  outline  of  the  owner- 
ship and  extent  of  operation  of  this  company  will  be  given. 
The  company  is  owned  jointly  by  the  Hawkins  Creek  Tele- 
phone Company  and  the  Westford  Telephone  Company. 
It  operates  a  total  of  33  'phones,  all  located  within  the  vil- 
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lage  of  Cazenovia.  A  25  line  call-bell  switchboard  with 
13  lines  in  use*  is  installed  in  a  private  residence.  Two  of 
the  lines  terminating  in  this  board  are  owned  by  the 
Hawkins  Creek  Telephone  Company  and  two  by  the  West- 
ford  Telephone  Company.  The  two  Westford  lines  and 
one  Hawkins  Creek  line  run  to  the  Hub  City  switch.  The 
other  Hawkins  Creek  line  runs  to  Pleasant  Ridge.  (3ne 
of  the  remaining  lines  is  owned  by  the  People 's  Telephone 
Company  of  Lime  Ridge.  This  loaded  line,  on  which  there 
are  5  telephones,  connects  with  the  Lime  Ridge  exchange 
and  at  present  forms  part  of  one  of  the  connections  be- 
tween Cazenovia  and  Richland  Center  which  have  been 
used  since  the  disconnection  of  the  Badger  Telephone  Com- 
pany's  lines. 

The  Badger  Telephone  Company,  according  to  its  annual 
report  for  the  year  1913,  operates  253  telephones  in  the 
rural  territory  north  and  west  of  Richland  Center.  Most 
of  this  company's  lines  run  into  the  exchange  of  the  Rich- 
land Telephone  Company  at  Richland  Center  where  switch- 
ing service  is  furnished  at  $3.00  per  telephone  per  year. 
One  of  this  company's  lines  on  which  there  are  12  sub- 
scribers follows  a  main  lead  north  from  Richland  Center 
through  Hub  City  to  Yuba,  and  another  follows  this  main 
lead  north  as  far  as  Buck  Creek,  there  branching  oflF  north- 
east and  terminating  near  what  was  formerly  known  as 
Rego's  switch  on  Pleasant  Ridge.  Previous  to  May,  1913, 
these  lines  were  connected  through  switches  directly  to  the 
Hawkins  Creek  and  Westford  Telephone  Companies'  sys- 
tems, one  line  at  Hub  City  and  the  other  at  Rego's  switch. 
In  both  of  the  above  instances  the  loaded  lines  of  the  com- 
panies thus  connected  were  used  to  a  certain  extent  to 
handle  calls  from  Cazenovia  to  Richland  Center  and  re- 
verse, and  they  also  served  the  wants  of  the  neighboring 
farms  on  the  lines  connected  directly  to  these  switches. 
During  the  month  of  May,  1913,  the  Badger  Telephone 
Company  served  notice  upon  the  Hawkins  Creek  and  West- 
ford companies  that  thereafter  a  switching  charge  of  $3.00 
per  telephone  per  year  would  have  to  be  paid  by  the  two 
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small  companies  to  the  Badger  company  if  they  desired 
to  retain  the  connections  at  Hub  City  and  at'Rego's  switch. 
Upon  the  refusal  of  the  two  companies  to  agree  to  the  pay- 
ment of  this  amount  the  Badger  company  disconnected 
their  lines  from  both  switches. 

The  complainants  in  this  case  contend  that  there  is  a 
^reat  necessity  for  a  connection  between  their  subscribers 
and  the  subscribers  of  the  Badger  company  and  in  support 
of  this  contention  present,  signed  to  the  complaint,  the 
names  of  some  37  of  the  subscribers  of  both  the  complain- 
ant and  respondent;  that  the  connection  is  important 
because  one  of  the  Badger  subscribers  is  a  doctor  living 
at  Rock  Ridge,  which  is  located  about  two  miles  south  of 
Hub  City,  and  that  it  is  very  necessary  that  their  sub- 
scribers have  some  connection  with  this  doctor;  that  there 
is  a  certain  amount  of  business  to  be.  transacted  between 
Cazenovia  and  the  subscribers  of  the  Badger  Telephone 
Company  and  the  Richland  Telephone  Company,  and  that 
the  route  at  present  used  for  these  calls  is  very  round- 
about and  unsatisfactory;  that  before  the  Badger  Tele- 
phone Company  disconnected  its  line  from  the  Hub  City 
switch  the  calls  from  the  Badger  line  to  the  complainants' 
lines  were  many  more  than  the  calls  in  the  reverse  direc- 
tion; that  the  Badger  Telephone  Company  did  not  con- 
tribute anything  to  the  support  of  these  switches  during 
the  two  years  previous  to  the  disconnection  of  their  lines 
from  the  complainants'  lines;  that  the  terms  upon  whidi 
the  respondent  proposes  to  settle  this  controversy,  which 
are,  namely,  that  the  Badger  company  buy  and  maintain 
the  switch  at  Hub  City  and  that  the  complainants  pay  to 
the  Badger  company  a  switching  fee  of  $3.00  per  telephone 
per  year,  are  unreasonable,  and  that  such  a  sum  as  this 
would  amount  to  approximately  $171  and  would  be  greatly 
in  excess  of  the  cost  to  the  Badger  Telephone  Company 
of  producing  its  share  of  the  service ;  that  the  cost  to  pro- 
duce the  complainants'  share  of  this  service  would  be  as 
much  or  more  than  the  cost  to  the  Badger  company  for 
producing  their  share  and,  therefore,  the  complainants 
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should  be  entitled  to  as  great  a  return  from  the  service  as 
the  respondent. 

The  Badger  Telephone  Company  asserts,  on  the  other 
hand,  that  its  one  line  now  running  to  Hub  City  has  12 
subscribers  connected  and  contends  that  the  connecting  of 
this  loaded  line  with  one  of  the  complainants'  loaded  lines 
and  the  using  of  the  combination  as  a  through  line  between 
Cazenovia  and  Richland  Center  would  materially  impair 
the  service  of  the  subscribers  already  on  this  line ;  that  the 
amount  of  business  which  would  go  over  such  a  line  would 
not  warrant  the  building  of  a  through  line  from  Richland 
Center  to  Hub  City ;  that  the  reconnectioh  of  the  two  rural 
lines  at  Rego's  switch  would  make  unsatisfactory  service 
over  the  combination  of  lines,  on  which  there  would  be  a 
total  of  27  'phones ;  that  the  respondent  pays  the  Richland 
Center  Telephone  Company  $3.00  per  telephone  per  year 
for  switching  service  and,  therefore,  it  considers  that  if  it 
maintains  and  operates  the  switches  at  Hub  City  and 
Rego's  and  furnishes  switching  service  to  the  Hawkins 
Creek  and  Westford  Telephone  Companies,  it  is  entitled 
to  $3.00  per  year  per  telephone  from  every  'phone  con- 
nected directly  to  those  switches. 

Before  proceeding  further  it  may  be  well  to  state  the 
powers  and  duties  of  this  Commission  with  reference  to 
the  physical  connection  between  telephone  companies. 

The  statute  provides  that  (Section  1797m-4) : 

**  1.  •  •  •  every  utility  for  the  conveyance  of  telephone  messages 
shall  permit  a  physical  connection  or  connections  to  be  made,  and  tele- 
phone service  to  be  furnished,  between  any  telephone  systems  operated  by 
it,  and  the  telephone  toll  line  operated  by  another  such  public  utility,  or 
between  its  toll  line  and  the  telephone  system  of  another  such  public 
utility,  or  between  its  toll  line  and  the  toll  line  of  another  such  public 
utility,  or  between  its  telephone  system  and  the  telephone  system  of 
another  such  public  utility,  whenever  public  convenience  and  necessity  re- 
quire such  physical  connection  or  connections,  and  such  physical  connec- 
tion or  connections  will  not  result  in  irreparable  injury  to  the  owners  or 
other  users  of  the  facilities  of  such  public  utilities,  nor  in  any  substantial 
detriment  to  the  service  to  be  rendered  by  such  public  utilities.  The 
term  *  physical  connection,'  as  used  in  this  section,  shall  mean  such  num- 
ber of  trunk  lines  or  complete  wire  circuits  and  connections  as  may  be 
.5 


Digitized  by  LjOOQIC 


850  Wisconsin  Railroad  Commission. 

[Wis. 
required  to  furnish  reasonably  adequate  telephone  sendee  between  such 
public  utilities. 

"  2.  In  case  of  failure  to  agree  upon  such  use  or  the  conditions  or  com- 
pensation for  such  use,  or  in  case  of  failure  to  agree  upon  such  physical 
connection  or  connections,  or  the  terms  and  conditions  upon  which  the 
same  shall  be  made,  any  public  utility  or  any  person,  association  or  cor- 
poration interested  may  apply  to  the  Commission,  and  if  after  investiga- 
tion the  Commission  shall  ascertain  that  public  convenience  and  necessity 
require  such  use  or  such  physical  connection  or  connections,  and  that 
•  *  *  such  use  or  such  physical  connection  or  connections,  would  not 
result  in  irreparable  injury  to  the  owner  or  other  users  of  such  equipment 
or  of  the  facilities  of  such  public  utilities,  nor  in  any  substantial  detri- 
ment to  the  service  to  be  rendered  by  such  owner  or  such  public  utilities 
or  other  users  of  such  equipment  or  facilities,  it  shall  by  order  direct  that 
such  use  be  permitted  and  prescribe  reasonable  conditions  and  compensa- 
tion for  such  joint  use,  and  that  such  physical  connection  or  connections 
be  made,  and  determine  how  and  within  what  time  such  connection  or  con- 
nections shall  be  made,  and  by  whom  the  expense  of  making  and  main- 
taining such  connection  or  connections  shall  be  paid. 

"  3.  Such  use  so  ordered  shall  be  permitted  and  such  physical  connec- 
tion or  connections  so  ordered  shall  be  made,  and  such  conditions  and 
compensation  so  prescribed  for  such  use  and  such  terms  and  conditions, 
upon  which  su^h  physical  connection  or  connections  shall  be  made,  so 
determined,  shall  be  lawful  conditions  and  compensation  for  such  use, 
and  the  lawful  terms  and  conditions  upon  such  physical  connection  or 
connections  shall  be  made  to  be  observed,  followed  and  paid,  subject  to 
recourse  to  the  courts  upon  the  complaint  of  any  interested  party,  as 
provided  in  Sections  1797m-64  to  1797m-73,  inclusive,  and  such  section 
so  far  as  applicable  shall  apply  to  any  action  arising  on  such  complaint 
so  made.  Any  such  order  of  the  Commission  may  be  from  time  to  time 
revised  by  the  Commission  upon  application  of  any  interested  party  or 
upon  its  own  motion." 

It  will  be  observed  that  before  the  duty  of  making  a 
physical  connection  of  telephone  lines  under  the  statute  is 
imposed  upon  telephone  utilities,  and  can  be  enforced  in 
any  case,  it  must  appear : 

1.  That  the  connection  is  required  by  public  convenience 
and  necessity; 

2.  That  it  will  not  result  in  irreparable  injury  to  the 
owner  or  other  users  of  the  facilities  of  such  public  utili- 
ties; and 
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3.  That  no  substantial  detriment  to  the  service  will  re- 
sult therefrom. 

In  the  case  at  hand  it  is  urged  that  there  is  great  neces- 
sity for  a  connection  between  the  lines  mentioned,  especially 
for  the  neighboring  farmers  living  in  the  vicinity  of  Hub 
City  and  Pleasant  Ridge.  The  geographical  location  of 
some  of  the  respondent's  subscribers  indicates  that  their 
position  is  well  taken  in  contending  that,  although  they  are 
the  respondent's  subscribers,  their  nearest  market  is  Caze- 
novia,  and  hence  a  workable  connection  to  Cazenovia  ia 
very  much  needed.  Also  there  appear  to  be  quite  a  num- 
ber of  the  complainants'  subscribers  residing  in  the  neigh- 
borhood of  Hub  City  who  are  so  located  that  it  is  desirable 
for  them  to  have  a  connection  to  Richland  Center.  It  is 
the  presumption  that  when  the  subscribers  of  both  the  com- 
plainants and  respondent  in  this  locality  agreed  to  take 
'phones  it  was  with  the  understanding  that  the  service 
which  they  were  to  secure  would  extend  to  both  Cazenovia 
and  Richland  Center.  It  appears,  therefore,  .that  in  the 
disconnection  of  the  lines  in  question  the  respondent  in 
this  case  has  deprived  its  subscribers,  as  well  as  some  of 
the  complainants'  subscribers,  of  part  of  the  service  which 
they  had  enjoyed  for  a  number  of  years  and  had  a  right 
to  expect  when  they  installed  their  telephones.  The  fact 
that  this  connection  existed  for  some  twelve  years  and  gave 
comparative  satisfaction  up  until  a  year  ago,  at  which  time 
it  was  disconnected  only  because  of  a  disagreement  between 
the  companies  involved  relative  to  the  amounts  which 
should  be  paid  by  one  company  to  the  other  for  the  con- 
nection, indicates  that  there  exists  a  need  for  the  con- 
nection. The  contention  of  the  respondent  that  at  present 
there  exists  adequate  through  connection  between  Caze- 
novia to  Richland  Center  cannot  be  upheld.  Both  of  the 
routes  via  Hillsboro  and  via  Lime  Ridge  are  roundabout 
ways  over  loaded  lines  and  involve  the  use  of  the  lines  of 
companies  not  interested  in  the  completion  of  these  calls. 
Taking  all  of  the  facts  into  consideration  the  conclusion 
seems  inevitable  that,  although  the  traffic  will  in  all  proba- 


Digitized  by  LjOOQIC 


852  Wisconsin  Railroad  Commission. 

[Wk 
bility  not  be  great,  there  exists  a  public  necessity  requiring 
a  reconnection  of  the  lines  of  the  complainants  and  the 
respondent  in  this  case. 

To  show  that  these  physical  connections  will  work  no 
irreparable  injury  to  either  party  to  this  case  would  seem 
to  require  little  proof.  As  stated  before,  the  connections 
have  existed  for  a  number  of  years  and  were  disconnected 
only  because  the  companies  involved  could  not  agree  upon 
the  terms  for  continuing  the  connection. 

It  may  be  contended  that  the  requiring  of  this  physical 
connection  will  impair  the  service  of  the  subscribers  on 
the  line  since,  if  the  present  loaded  rural  lines  of  these 
companies  are  connected,  through  calls  from  Cazenovia 
to  Richland  Center  will  pass  over  these  lines  as  well  as 
calls  to  and  from  subscribers  of  both  companies  who  are 
connected  directly  to  the  lines  in  question.  There  is  no 
question  but  that  the  traflSc  over  the  lines  will  increase  to 
some  extent  and  that  the  service  to  the  subscribers  will  be 
somewhat  impaired  thereby.  It  is  stated,  however,  that 
the  amount  of  traffic  which  came  through  the  Hub  City 
switch  or  the  Rego  switch  and  was  handled  at  the  Richland 
Center  exchange  before  the  lines  were  disconnected  was 
very  small.  If  this  is  true  the  service  will  not  be  impaired 
to  a  large  extent.  On  the  other  hand,  calls  to  or  from  sub- 
scribers on  these  connecting  lines  must  be  considered  to 
be  an  advantage  to  these  subscribers  and  it  is  believed  that 
the  advantage  to  them  of  such  a  connection  will  outweigh 
any  impairment  of  service  which  they  may  suflFer  as  a 
result  of  the  through  calls. 

It  will,  therefore,  be  ordered  that  the  Badger  Telephone 
Company  reconnect  its  lines  to  the  Hub  City  switch  of  the 
Hawkins  Creek  and  Westford  Telephone  Companies  and 
to  the  Pleasant  Ridge  switch  of  the  Hawkins  Creek  Tele- 
phone Company. 

The  statute  above  quoted  also  provides  that  this  Com- 
mission shall  fix  the  terms  and  the  manner  of  the  physical 
connections  which  it  orders  made. 
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Inasmuch  as  the  through  traflSc  which  will  go  over  these 
lines  is  admittedly  a  comparatively  small  amount,  it  is  not 
deemed  advisable  at  this  time  to  require  the  installation 
of  a  through  line  from  Richland  Center  to  Hub  City  or 
from  Cazenovia  to  Hub  City.  When  the  connections  of 
the  rural  lines  which  will  be  ordered  have  been  made  and 
it  becomes  possible  to  obtain  more  definite  traffic  data,  this 
Commission  will,  upon  request,  investigate  further  the 
matter  of  the  installation  of  a  through  toll  line.  For  the 
present  it  is  believed  that  the  loaded  rural  lines,  with  some 
changes,  will  handle  the  traffic  in  a  fairly  satisfactory 
manner. 

The  lines  of  the  Hawkins  Creek  Telephone  Company 
appear  to  be  considerably  overloaded,  there  being  18 
patrons  on  one  line  and  15  on  the  other.  It  will  be  only 
in  the  interests  of  good  service  to  the  subscribers  on  the 
Hawkins  Creek  lines  to  require  that  this  number  per  line 
be  reduced.  This  company  will,  therefore,  be  given  a 
reasonable  time  in  which  to  decrease  the  number  of  its 
subscribers  per  line  to  12  or  less. 

The  cost  of  the  Pleasant  Kidge  switch  amounts  to  very 
little  and  likewise  its  maintenance  and  operation  will  not  be 
very  high.  It  is  believed  that  it  will  be  fair  to  both  com- 
panies, i.  e.j  the  Badger  Telephone  Company  and  the 
Hawkins  Creek  Telephone  Company,  if  each  pay  one-half 
of  the  expense  of  the  operation  and  maintenance  of  this 
switch. 

The  Hub  City  switch  is  owned  jointly  by  the  Hawkins 
Creek  Telephone  Company  and  the  Westford  Telephone 
Company  and  for  the  past  few  years  has  been  maintained 
entirely  by  these  companies.  We  see  no  adequate  reason 
now  for  advising  a  change  of  ownership  of  this  switch. 
So  far  as  we  are  able  to  learn  it  has  been  fairly  well  main- 
tained, although  the  operators  have  been  poorly  paid.  The 
compensation  which  the  operators  of  this  switch  have  re- 
ceived has  been  approximately  $37.50  per  year.  Com- 
parisons of  this  sum  with  compensations  received  by  opera- 
tors of  similar  switches  in  other  parts  of  the  State  indicates 
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that  this  compensation  is  quite  inadequate  if  prompt  and 
efficient  operating  service  is  required.  For  the  past  two 
years,  it  is  stated,  the  Badger  Telephone  Company  has 
contributed  nothing  toward  the  support  of  this  switch. 
We  see  no  good  reason  why  this  company  should  not  bear 
its  proportionate  part  of  this  expense  of  operation  pro- 
viding it  is  so  arranged  that  this  company  receive  a  proper 
compensation  for  this  service.  To  meet  the  above  situa- 
tions we  consider  it  fair  that  each  company  which  at  the 
present  time  has,  or  by  virtue  of  this  order  will  have,  lines 
connected  to  the  Hub  City  switch,  pay  to  the  operator  of 
that  switch  $1.00  per  year  for  each  telephone  on  those  of 
its  lines  which  run  into  the  switch. 

The  contention  by  the  Badger  Telephone  Company  that 
it  should  receive  $3.00  per  year  per  telephone  for  switch- 
ing service  from  each  of  the  complainants'  telephones 
directly  connected  to  either  switch  does  not  appear  to  be 
justified.  The  argument  advanced  in  support  of  this  posi- 
tion, that  because  the  Badger  company  is  required  to  pay 
$3.00  per  telephone  per  year  to  the  Richland  Telephone 
Company  for  switching  service  it  is  entitled  to  make  the 
same  charge  to  the  Westford  and  Hawkins  Creek  Tele- 
phone Companies'  subscribers  does  not  take  into  considera- 
tion the  fact  that  the  amounts  and  cost  of  the  service 
rendered  in  the  two  cases  are  entirely  different.  In  one 
case  the  Richland  Telephone  Company  furnishes  a  con- 
siderable amount  of  expensive  equipment  as  well  as  efficient 
operating  labor  while  even  if  the  Badger  company  owneil 
the  Hub  City  and  Pleasant  Ridge  switches,  which  it  does 
not,  its  investment  per  telephone  in  this  equipment  would 
be  comparatively  small  as  would  also  be  the  operating  ex- 
pense per  telephone.  It  appears  in  this  case  that  the 
service  rendered  to  the  complainants  by  the  respondent  by 
means  of  the  switches  at  Hub  City  and  Pleasant  Ridge 
costs  very  little,  if  any,  more  than  the  service  which  is 
rendered  to  the  respondent  by  the  complainants,  and  that, 
therefore,  all  companies  concerned  should  share  in  the  up- 
keep of  the  service.     However,  it  is  not  deemed  equitable 
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that  every  subscriber  of  all  companies  which  are  parties 
to  this  case  should  be  required  to  contribute  to  the  sup- 
port of  this  service,  but  rather  only  those  who  make  use 
of  the  service.  A  subscriber  so  located  that  he  finds  it  is 
desirable  to  have  telephone  connection  to  two  markets  in- 
stead of  one  must  expect  to  pay  a  reasonable  amount  for 
this  extra  service. 

The  situation  has  been  studied  carefully,  and  from  the 
data  at  hand  it  appears  reasonable  that  a  charge  of  $1.00 
per  year  be  made  for  each  subscriber  of  the  companies 
made  parties  to  this  case  desiring  unlimited  service  through 
the  switches  in  question,  and  that  a  5-cent  toll  charge  be 
made  upon  all  calls  through  the  switches  from  those  sub- 
scribers not  electing  the  above  flat  charge ;  that  the  opera- 
.  tors  at  the  switches  be  held  responsible  for  the  collection 
of  all  toll  charges  incident  to  this  order;  that  each  of  the 
three  companies  which  have  been  made  parties  to  this  case 
keep  the  operators  of  the  switches  in  question  supplied  with 
strictly  up-to-date  lists  of  those  of  its  own  subscribers  and 
of  the  subscribers  of  connecting  companies  who  elect  the 
unlimited  service  rate,  and  that  these  lists  be  open  to  public 
inspection;  that  companies  not  parties  to  this  case  which 
desire  to  give  their  subscribers  the  advantage  of  the  above 
unlimited  flat  rate  service  through  the  switches  in  question 
be  allowed  to  do  so  upon  making  application  for  this  service 
to  that  party  to  this  case  with  which  they  connect  directly 
and  upon  payment  to  this  company  of  the  $1.00  per  year 
flat  rate  for  each  of  their  subscribers  electing  this  service ; 
that  the  names  of  such  subscribers  be  immediately  sent  to 
the  operators  of  the  switches  in  question;  that  companies 
not  parties  to  this  case  who  refuse  to  be  responsible  for 
the  collection  of  the  toll  charges  provided  for  in  this  order 
be  refused  connection;  that,  except  in  cases  of  emergency, 
calls  from  the  subscribers  of  the  complainants  to  the  sub- 
scribers of  the  respondent  in  this  ease,  or  reverse,  be  routed 
through  one  of  the  switches  in  question.  (This  provision 
is  not  to  apply  to  subscribers  desiring  to  use  the  toll  line 
facilities  of  any  company  which  furnishes  such  equipment 
and  makes  a  toll  charge  therefor.) 
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It  is,  therefore,  ordered^  1.  That  the  Badger  Telephone 
Company,  respondent  in  this  case,  reconnect  its  rural  line 
running  into  Hub  City  to  the  Hub  City  switch  of  the  com- 
plainants in  this  case,  and  re-establish  the  service  to  and 
from  this  switch  over  this  line  subject  to  such  provisions 
as  are  hereinafter  stipulated; 

2.  That  the  Badger  Telephone  Company  reconnect  its 
rural  line  which  extends  to  Pleasant  Ridge  with  the 
Hawkins  Creek  Telephone  Company's  rural  line  which  ex- 
tends into  the  same  locality  by  means  of  a  switch  installed 
in  some  conveniently  located  farm  house,  and  re-establish 
the  service  to  and  from  this  switch  over  this  rural  line  sub- 
ject to  such  provisions  as  are  hereinafter  stipulated ; 

3.  That  all  companies  which  are  parties  to  these  pro- 
ceedings put  into  effect  the  following  optional  rates  for 
service  through  these  switches;  which  rates  shall  be  in 
addition  to  the  regular  rates  for  service  charged  by  these 
companies : 

$1.00  per  year  for  subscribers  who  elect  to  have  unlimited  service  from 
respondent's  lines  to  complainants'  lines,  or  reverse,  through  either  or  both 
of  the  switches. 

5  cents  per  call  toll  charge  for  subscribers  not  electing  the  unlimited 
service  at  the  above  unlimited  service  rate. 

Calls  through  the  Hub  City  switch  between  lines  owned  by  the  com- 
plainants in  this  case  shall  be  handled  free. 

4.  That  the  operators  of  the  switches  shall  be  held  re- 
sponsible for  an  accurate  record  of  all  toll  calls  through 
their  switch  and  be  entitled  to  2  cents  of  the  5-cent  toll 
charge.  The  remaining  3  cents  of  this  toll  charge  shall 
go  to  the  company  originating  the  call  which  company  shall 
be  responsible  for  the  collection  of  the  full  amount  of  the 
toll  charge; 

5.  That  each  of  the  three  companies  made  parties  to 
these  proceedings  shall  keep  the  operators  of  the  switches 
in  question  supplied  with  strictly  up-to-date  lists  of  those 
of  its  own  subscribers  and  of  connecting  companies'  sub- 
scribers who  elect  the  unlimited  service  rate  of  $1.00  per 
year,  and  that  these  lists  shall  be  open  to  public  inspection; 
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6.  That  each  company  made  a  party  to  this  case  shall 
require  that  all  elections  of  the  unlimited  service  rate  shall 
be  made  at  least  six  months  in  advance  and  may  at  their 
option  also  require  payment  for  this  service  six  months  in 
advance  so  long  as  no  discrimination  between  subscribers 
of  the  same  company  is  practiced ; 

7.  That  companies  which  are  not  parties  to  this  case 
desiring  for  their  subscribers  the  advantage  of  the  above 
unlimited  service  flat  rate  of  $1.00  per  telephone  per  year 
may  obtain  this  rate  by  making  application  for  same  to 
that  party  to  this  case  with  which  they  connect  directly, 
and  by  paying  the  $1.00  charge  per  year  for  each  sub- 
scriber electing  to  come  under  this  rate.  The  names  of 
such  subscribers  shall  be  sent  immediately  to  the  operators 
of  the  switches  in  question.  Companies  not  parties  to  this 
case  refusing  to  be  responsible  for  the  collection  of  the  toll 
charges  provided  for  in  this  order  shall  be  refused  con- 
nection by  the  operators  of  the  switches ; 

8.  That  calls  from  the  subscribers  of  the  complainants 
to  subscribers  of  the  respondent  in  this  case,  or  reverse, 
shall  alw^ays  be  routed  through  one  of  the  switches  in 
question,  except  in  cases  of  emergency  or  in  case  the  sub- 
scriber wishes  to  make  use  of  the  toll  line  facilities  of  such 
companies  as  make  regular  toll  charges  for  such  calls; 

9.  That  the  Badger  Telephone  Company  and  the  Hawkins 
Creek  Telephone  Company  shall  share  equally  in  the  ex- 
pense of  the  operation  and  maintenance  of  the  Pleasant 
Bidge  switch  and  provide  sufficient  compensation  to  the 
operator  of  this  switch  to  insure  adequate  service  through 
the  switch; 

10.  That  each  of  the  three  companies  to  this  case  shall 
pay  to  the  operator  of  the  Hub  City  switch  the  sum  of  $1.00 
per  telephone  per  year  for  each  telephone  on  its  lines 
which  are,  or  which  by  virtue  of  this  order  hereafter  be- 
come, directly  connected  to  this  switch ; 

11.  That  the  Hawkins  Creek  Telephone  Company  shall 
proceed  to  reduce  the  number  of  its  subscribers  per  line 
to  12  or  less. 

Ten  days  is  considered  sufficient  time  within  which  to 
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comply  with  all  sections  of  this  order,  except  Section  11. 
September  1,  1914,  is  deemed  to  be  a  reasonable  date  at 
which  the  changes  ordered  in  Section  11  shall  be  completed. 
Dated  at  Madison,  Wisconsin,  this  twenty-ninth  day  of 
June,  1914. 


In  re  Application  of  the  Prescott  Telephone  Exchange 
FOR  Authority  to  Increase  Rates. 

U  — 328. 

Granted  June  30,  1914, 
Increase  in  Bates  for  Business  Telephones  Granted  —  Inadequate  Bevenne. 

Opinion  and  Decision. 

This  application  was  filed  with  the  Commission  on 
March  5,  1914.  The  Prescott  Telephone  Exchange  is  a 
public  utility  operating  a  telephone  system  in  Prescott, 
Wisconsin;  The  application  shows  that  the  lawful  rates 
of  the  applicant  now  in  effect  are  75  cents  per  month  for 
local  residence  and  business  telephones,  and  $1.00  per 
month  for  rural  telephones.  The  applicant  asks  for  an 
increase  in  rates  for  the  reason  that  it  considers  the  rate 
of  75  cents  per  month  for  business  subscribers  too  small 
to  meet  the  expense  of  this  class  of  service.  Authority  is 
asked  to  increase  the  rate  for  business  telephones  to  $1.25 
per  month. 

Hearing  in  this  matter  was  set  for  May  7, 1914,  but  there 
were  no  appearances.  Although  the  information  at  hand 
with  regard  to  the  Prescott  Telephone  Exchange  is  not  as 
complete  in  some  respects  as  might  be  desired,  there  seems 
to  be  no  question  as  to  the  reasonableness  of  the  increase 
asked  for  by  the  applicant.  It  appears  that  the  business 
telephones  are  on  single-party  lines  and  that  the  entire 
system  is  metallic. 

Earnings  from  exchange  service  amount  to  about  $2,200 
per  year,  and  the  applicant  states  that  the  expense,  not 
including  the  time  of  the  proprietor,  amounts  to  about 
$1,200  per  year.  The  investment  is  stated  to  be  $10,000. 
From  such  facts  as  we  have  with  regard  to  telephone  sys- 
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terns  of  a  similar  character  operating  in  other  localities 
in  the  State,  it  appears  unquestionable  that  the  earnings 
resulting  from  present  rates  are,  and  will  continue  to  be, 
insufficient  to  meet  the  operating  expenses  of  the  utility 
and  provide  adequately  for  depreciation  and  interest. 
Interest  and  depreciation  on  the  plant  alone  would  be  from 
$1,200  to  $1,400  per  year.  Although  the  expense  of  opera- 
tion is  not  fully  stated  by  the  applicant,  it  is  clear  that 
interest,  depreciation,  and  ordinary  operating  expenses 
will  make  up  a  total  considerably  in  excess  of  the  present 
operating  revenue.  The  increase  of  from  75  cents  per 
month  to  $1.25  per  month  for  business  telephones  appears 
reasonable,  not  only  in  its  relation  to  the  total  earnings  of 
the  utility,  but  in  its  relation  to  the  service  rendered  to 
this  class  of  subscribers,  and  it  will  be  authorized  in  this 
case. 

It  is,  therefore,  ordered^  That  the  applicant,  the  Prescott 
Telephone  Exchange,  may  increase  its  rate  for  business 
telephones  from  76  cents  per  month  per  telephone  to  $1.25 
per  month  per  telephone.  This  increase  may  take  effect 
July  1,  1914. 

Dated  at  Madison,  Wisconsin,  this  thirtieth  day  of  June, 
1914. 


In  re  Application  of  the  Mosinee  Telephone  Company 
FOR  Authority  to  Increase  Its  Rates. 

Decided  July  6,  1914. 

Bevlsion  of  Bate    Schedule  —  Elimination  of   Concessions   to  Snbscribers 

Owning  Instmments  —  Aatborizatlon  of  Payment  of  Rental  by 

Company  for  Instruments  Owned  by  Subscribers  — 

Determination  of  Reasonable  Rental  —  Repairs 

of  AU  Instruments  to  be  Made  by 

Company  —  Additional  Charge 

for  Night  Messages. 

Opinion  and  Decision. 
The  Mosinee  Telephone  Company  filed  application  with 
this  Commission  of  February  2,  1914,  for  authority  to  in- 
crease its  rates. 
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The  rates  in  effect  at  the  time  of  the  application  as 
stated  by  the  applicant  were  as  follows : 

Rate  per 
month 

Business  telephones   $1  50 

Residence  telephones,  private 1  00 

Residence,  2-party  on  selective  ringing,  metallic 1  00 

Residence,  4-party  on  intemrban,  metallic '. 1  00 

Business,  4-party  on  trunk  line  metallic 1  00 

Business,  2-party  on  metallic  circuit 1  50 

Rural,  subscribers  owning  their  telephones 50 

Rural,  company  owning  telephones   1  00 

Rural,  3-party  on  grounded  line 1  00 


The  application  alleges  that  the  members  of  the  com- 
pany have  donated  their  time  in  order  to  build  up  and  equip 
the  business  for  the  purpose  of  rendering  good  service  to 
the  subscribers,  and  that  notwithstanding  this  fact  they 
have  been  unable  to  receive  any  return  on  their  investment 
in  the  form  of  dividends  or  any  other  remuneration.  It  is 
alleged  further  that  the  expenses  of  operation  in  the  past 
have  been  low,  due  to  the  economical  arrangement  for  con- 
ducting the  central  office  and  the  nominal  wages  paid  the 
trouble  man,  but  that  the  arrangement  in  question  cannot 
be  enjoyed  by  the  company  in  the  future  and  that  the  oper- 
ating expenses  will  therefore  be  increased.  To  meet  the 
increased  expenses  and  to  pay  a  reasonable  return  on  the 
investment,  the  company  applies  for  authority  to  put  into 
effect  the  following  schedule  of  rates: 

Rait  per 
month 

Business  telephones,  l-party,  metallic $1  50 

Business  telephones,  2-party,  metallic 1  25 

Business  telephones,  4-party,  trunk  line,  metallic 1  25 

Residence  telephones,    l-party   metallic 1  25 

Residence  telephones,  2-party.  metallic 1  00 

Residence  telephones,  4-party,  metallic  intemrban  lines 1  00 

Rural  telephones,  company  owning?  'phones 1  25 

Rural  telephones,  subscribers  owning  'phones 1  00 

Rural  telephonCvS,  grounded  line   1  00 
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The  above  schedule  provides  for  a  rate  of  $1.00  per 
month  for  rural  subscribers  owning  their  own  telephones 
and  $1.25  per  month  for  those  rural  subscribers  whose  tele- 
phones are  owned  by  the  company.  In  order  to  comply 
with  Section  1797m-90  of  the  Public  Utilities  Law,  all  sub- 
scribers having  the  same  class  of  service  must  be  given  the 
same  rate,  irrespective  of  whether  or  not  certain  sub- 
scribers own  a*part  of  the  equipment.  A  reasonable  rental 
may  be  paid  those  subscribers  owning  their  own  equipment, 
however,  and  this  seems  to  be  the  proper  policy  to  follow 
in  this  case.  In  the  interest  of  good  service  it  appears  de- 
sirable, furthermore,  to  have  the  company  repair  all  equip- 
ment including  that  owned  by  the  subscribers.  Under  such 
conditions,  the  rental  to  be  paid  will  be  restricted  to  a 
reasonable  rate  for  interest  and  depreciation  on  the  equip- 
ment owned  by  the  subscribers.  The  rental  allowance  for 
these  two  items  will  amount  to  about  $1.80  per  'phone  per 
year  or  a  monthly  rental  of  15  cents  per  'phone.  It  is 
recommended  that  the  coriipany  keep  the  telephones  owned 
by  the  subscribers  in  repair  and  in  addition  pay  a  rental 
of  15  cents  per  'phone  per  month. 

It  is  stated  in  the  testimony  that  unlimited  service  is 
given  between  the  hours  of  7  a.  m.  and  10  p.  m.,  and  that  a 
charge  of  10  cents  per  call  is  made  for  calls  between  the 
hours  of  10  p.  m.  and  7  a.  m.  Exception  to  the  above  rule 
has  been  made  in  the  case  of  certain  subscribers  who  make 
regularly  morning  calls  to  the  depot.  This  exception  was 
made  primarily,  it  appears,  because  a  10-cent  rate  per  call 
for  those  making  daily  early  morning  calls  would  make  the 
charges  excessive.  The  most  equitable  manner  of  dealing 
with  this  situation  so  that  no  unjust  discrimination  would 
result  between  subscribers  is  to  give  all  subscribers  the 
privilege  of  making  early  morning  calls  to  the  depot 
without  additional  charges.  All  other  calls  coming  between 
the  hours  of  10  p.  m.  and  7  a.  m.  will  continue  to  be  10  cents 
per  call  as  at  present. 

From  the  foregoing,  it  appears  that  certain  changes 
must  be  made  in  the  schedule  of  rates  applied  for  before 
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the  schedule  can  be  approved.  The  rates  which  seem  best 
suited  to  the  conditions  are  shown  in  Table  I.  This  table 
also  shows  the  estimated  monthly  revenues  under  the  rates 
outlined. 


[Wis. 


TABLE  I. 

Estimated  Monthly  Rkvenubs. 

Number  of  Rate  per 

Classes  of  Service                                             subscribers            morih  Amount 

One-party  business,  full  metallic 15              $1  50  $22  50 

Two-party  business,  full  metallic 7               1  25  8  75 

One-party  residence,  full  metallic 27                1  25  33  75 

Two-party  residence,  full  metallic 13                1  00  13  00 

Rural  subscribers,  full  metallic 42               1  25  52  50 

Rural  subscribers,  grounded  lines 3                1  00  3  00 

$133  50 

Commissions  on  toll  messages 15  00 

TOTAL    ESTIMATED    MONTHLY    REVENUES $148  50 

Deduct  rental  of  24  telephones  at  15  cents 3  60 

Net  Estimated  Monthly  Revenues $144  90 


With  revenues  of  approximately  $145  per  month  the 
yearly  revenues  under  the  above  schedule  of  rates  will  be 
about  $1,740. 

A  system  of  accounts  prescribed  by  this  Commission 
records  the  operating  expenses  of  the  company  since  Janu- 
ary 1,  1914.  The  operating  expenses  for  January,  Febru- 
ary and  March  were  submitted  by  the  applicant  for  the 
purposes  of  this  case.  These  are  shown  in  the  following 
table : 
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TABLE  II. 
Operating  Expenses. 

Expensea  for 
3  months 
January, 
February, 

March,  Estimated 

per  books  for  year 

Central  office  $132  29  $529  16 

Wire  plant 59  81  239  24 

Substation 39  95  159  80 

Commercial 8  47  33  88 

General 68  24  272  96 

TOTAL  ABOVE   .' $308  76  $1,235  04 

Add: 

Taxes  estimated    45  00 

Depreciation  7%  on  $4,000 280  00 

Total  Operating  Expenses $1,560  04 


Although  it  is  not  customary  to  determine  the  annual 
operating  expenses  on  the  basis  of  the  records  for  part  of 
a  year,  the  operating  expenses  as  estimated  in  the  above 
manner  should  represent  the  amount  required  with  a 
reasonable  degree  of  accuracy.  Interest  at  7  per  cent,  on 
$4,000,  the  estimated  value  of  the  plant  and  equipment  in 
this  case,  is  $280,  making  the  total  operating  expenses 
$1,840.04. 

The  estimated  operating  revenues  under  the  schedule  of 
rates  in  Table  11  are  $1,740.  From  this  it  will  be  evident 
that  the  schedule  of  rates  will  not  at  present  yield  revenues 
suflScient  to  cover  the  operating  expenses  and  in  addition 
provide  a  full  return  on  the  investment.  It  appears,  how- 
ever, that  increases  in  the  amount  of  revenues  to  be  re- 
ceived should  come  from  a  larger  development  of  the 
business  rather  than  from  further  increase  of  rates. 

It  is,  therefore,  ordered.  That  the  Mosinee  Telephone 
Company  be,  and  hereby  is,  authorized  to  put  into  effect 
the  following  schedule  of  rates : 
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One-party  business,  full  metallic $1  50  per  month 

Two-party  business,  full  metallic 1  25  per  month 

One-party  residence,  full  metallic 1  25  per  month 

Two-party  residence,  full  metallic 1  00  per  month 

Rural  subscribers,  full  metallic 1  25  per  month 

Rural  subscribers,  grounded  line 1  00  per  month 

Subscribers  bave  the  privilege  of  making  early  morning  calls  to  the 
depot  without  extra  charges.  All  other  calls  between  the  hours  of  10 
p.  M.  and  7  a.  m.  shall  be  10  cents  per  call. 

It  is  further  ordered.  That  the  company  keep  all  equip- 
ment in  repair  and  pay  a  rental  of  15  cents  a  month  per 
'phone  to  all  subscribers  owning  their  own  telephones. 

Dated  at  Madison,  Wisconsin,  this  sixth  day  of  July, 
1914. 


In  re  Application  of  the  Marquette  and  Adams  County 
Telephone  Company  for  Authority  to  Increase  Rates. 

Decided  July  16,  1914. 

Inadequate  Bevenue  —  Increase  in  Kates  —  Same  Kates  for  Stockholders 

and  Non-stockholders — Employment  of  Experienced 

Kepalr  Man  Kecommended. 

Opinion  and  Decision. 

Application  in  the  above  entitled  matter  was  filed  June 
3, 1914.  It  is  stated  in  the  application  that  the  present  rate 
of  $6.50  per  year  for  telephone  service  is  too  low,  and  that 
such  an  increase  as  will  enable  the  company  to  meet  oper- 
ating expenses  is  desired. 

Hearing  was  held  June  26,  1914,  at  the. office  of  the  Com- 
mission in  Madison.  J.  W.  Daniels,  manager  of  the  appli- 
cant company,  appeared  in  its  behalf.  No  appearances 
were  entered  in  opposition  to  the  application. 

From  the  testimony  it  appears  that  the  rather  low  rate 
of  $6.50  per  annum  was  put  into  effect  about  nine  years 
ago,  when  twelve  farmers  got  together  and  organized  a 
small  company.  That  this  rate  does  not  bring  in  sufficient 
revenues   to   meet   operating  expenses   is   shown  by  the 
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annual  reports  filed  with  the  Commission.  For  the  year 
ending  June  30,  1912,  the  total  operating  revenues,  includ- 
ing the  revenues  from  toll  and  switching  service,  were 
$2,877.20,  while  the  operating  expenses  were  $3,162.66, 
leaving  a  deficit  of  $285.46.  For  the  year  ending  June  30, 
1913,  the  operating  revenues  and  expenses  were  respec- 
tively $2,600.05  and  $3,795.04,  leaving  a  deficit  of  $1,195.99. 

The  application  contained  a  suggestion  to  the  effect  that 
stockholders  in  the  telephone  company  be  given  a  rate  lower 
than  that  applied  to  non-stockholders.  In  that  the  law  pro- 
hibits a  utility  from  charging  a  different  rate  to  stock- 
holders than  is  charged  to  non-stockholders,  it  will  be 
necessary  to  fix  a  rate  which  will  be  applicable  to  stock- 
holders and  non-stockholders  alike.  At  the  hearing  the 
manager  stated  that  a  rate  of  $10.00  per  annum  would  very 
likely  be  sufficient  to  meet  the  needs  of  the  company.  In 
the  light  of  such  information  as  we  have  at  hand  an  annual 
rate  of  $10.00  does  not  appear  unreasonable.  The  manager 
places  the  value  of  the  company's  plant  at  the  present  time, 
excluding  subscribers'  sets  which  are  owned  by  the  sub- 
scribers, at  $8,000.  The  annual  report  of  the  company  for 
the  year  ending  June  30,  1913,  shows  a  total  cost  of 
$6,614.42.  It  is  not  clear  whether  or  not  the  difference 
between  these  figures  is  due  to  additional  construction  since 
June  30,  1913.  Since  it  is  apparent  that  a  rate  of  $10.00 
per  annum  applied  to  417  subscribers  (the  number  which 
the  company  states  it  has  at  present)  will,  after  making 
adequate  provisions  for  depreciation,  allow  only  a  fair  re- 
turn upon  the  lower  valuation,  it  does  not  appear  necessary 
to  carefully  check  the  estimate  of  the  value  of  the  plant  at 
the  present  time. 

The  testimony  indicates  that  the  present  practice  of 
leaving  the  repairing  of  the  lines  to  two  directors  on  each 
line  is  uneconomical.  It  was  suggested  at  the  hearing  that 
an  experienced  man  be  employed  for  the  purpose  of  attend- 
ing to  the  repairing  of  all  the  lines.  The  employment  of 
an  experienced  lineman  would  very  likely  prove  more  satis- 
factory than  the  present  practice  in  respect  to  both  service 
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and  the  cost  of  repairing.  We  therefore  recommend  that 
the  company  employ  an  experienced  lineman  to  keep  the 
lines  in  good  working  order. 

It  is,  therefore,  ordered.  That  the  applicant,  the  Mar- 
quette and  Adams  County  Telephone  Company  be,  and  the 
same  hereby  is,  authorized  to  discontinue  its  present  charge 
of  $6.50  per  year  for  telephone  service  and  substitute 
therefor  a  rate  of  $10.00  per  year. 

Dated  at  Madison,  Wisconsin,  this  sixteenth  day  of  July, 
1914. 
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CANADA. 

Board  of  Railway  Commissioners. 

In  the  Matter  of  the  Application  of  the  Byron  Tele 
PHONE  Company,  Limited,  under  Section  355-360  of 
THE  Railway  Act,  for  an  Order  Fixing  the  Rates  and 
Tolls  to  be  Charged  by  the  Applicant  Company  and 
The  Bell  Telephone  Company  of  Canada  on  the 
Interchange  of  Business  between  the  Said  Two  Com- 
panies, AND  Apportioning  the  Same. 

File  No.  3839.9  — Order  No.  21777. 

Bedded  May  2,  1914, 
Interchange  of  Business  —  Division  of  Interline  Bevenue. 

Upon  hearing  the  application  at  the  sittings  of  the  Board 
held  in  Toronto,  April  24,  1914,  in  the  presence  of  counsel 
for  the  applicant  company  and  The  Bell  Telephone  Com- 
pany of  Canada,  and  what  was  alleged,  the  parties 
consenting — 

It  is  ordered,  That  the  terms  of  the  contract  to  be  entered 
into  between  the  applicant  company  and  The  Bell  Telephone 
Company  of  Canada  be,  and  they  are  hereby,  approved  as 
follows,  namely : 

1.  Business  interchanged  between  the  Byron  Telephone 
Company's  system  and  points  on  the  Bell  company's  sys- 
tem other  than  London,  shall  be  handled  at  the  established 
rates  of  the  Bell  company,  plus  the  established  rates  of  the 
Byron  company,  each  company  to  receive  its  own  charges. 

2.  Business  interchanged  between  points  on  the  Byron 
company's  system  and  the  Bell  company's  London  ex- 
change shall  be  handled  at  a  rate  of  15  cents,  to  be  divided 
7Y2  cents  to  each  company. 

3.  The  business  referred  to  in  Paragraphs  1  and  2  shall 
be  handled  over  joint  trunk  lines  between  London  and 
Byron,  each  company  being  required  to  construct  and  main- 
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tain  one-half  of  the  trunk  lines  needed  to  properly  handle 
the  business  interchanged  between  the  two  systems. 

4.  If  the  Byron  company  desires  to  connect  direct  party 
lines  to  the  Bell  company's  London  exchange,  the  Bell  com- 
pany shall  furnish  and  maintain,  at  its  expense,  necessary 
metallic  circuits  on  its  existing  pole  route  from  its  oflBce  in 
the  city  of  London  to  the  corporate  limits  of  the  said  city 
to  connect  with  metallic  rural  circuits  of  the  Byron  com- 
pany for  the  purpose  of  interchanging  service,  such  metallic 
circuits  so  furnished  by  the  Bell  company  to  be  and  remain 
the  property  of  the  Bell  company.  A  minimum  of  eight 
subscribers  shall  be  connected  to  each  metallic  rural  circuit 
of  the  Byron  company. 

5.  The  Byron  company  shall  pay  the  Bell  company  the 
sum  of  $8.00  per  annum,  payable  semi-annually  in  advance, 
for  each  telephone  set  connected  to  these  direct  lines  which 
terminate  upon  the  Bell  company's  switchboard  at  London, 
which  amount  shall  entitle  the  subscribers  to  local  service 
to  or  from  the  subscribers  of  the  Bell  company 's  exchange 
at  London,  and  shall  also  cover  the  necessary  switching 
between  these  direct  party  line  subscribers  and  the  sub- 
scribers of  the  Byron  company  connected  to  its  Byron 
exchange. 
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Railway  and  Municipal  Board. 

In  the  Matter  of  the  Application  of  the  Municipal 
Corporation  of  the  Township  of  Tarbutt  and  Tar- 
butt  Additional,  to  Fix  a  Price  to  be  Offered  to  the 
Municipal  Corporation  of  the  Township  of  Laird  to 
Purchase  That  Portion  of  the  Telephone  System, 
Known  as  the  Laird  Municipal  Telephone  System, 
Which  is  Located  within  the  Corporate  Limits  of 
THE  Township  of  Tarbutt  and  Tarbutt  Additional. 

P.  F.  1883. 

Decided  March  19,  1914, 

PurchMe   by  Municipality  of  Portion   of  Telephone  System   Owned  by 
Another  Municipality  —  Oonditione  of  Purchase  Prescribed. 

Order. 

Whereas,  the  municipal  corporation  of  the  township  of 
Tarbutt  and  Tarbutt  Additional  has  established  a  telephone 
system  under  the  provisions  of  Part  II  of  the  Telephone 
Act,  2  Geo.  V.  Cap.  38,  and  3  Geo.  V.  Cap.  40,  and  is  de- 
sirous of  extending  the  said  system  in  such  manner  as 
would  necessitate  the  erection  of  poles,  cables  or  wires 
upon  or  along  the  highways,  upon  or  along  which  are 
located  the  poles,  cables  or  wires  of  the  telephone  system 
established  by  the  municipal  corporation  of  the  township 
of  Laird. 

And  whereas,  the  applicant  has,  in  accordance  with  the 
provisions  of  Subsection  10  of  Section  17  of  **  The  Ontario 
Telephone  Act,"  applied  to  the  Board  to  fix  a  price  to  be 
offered  by  the  applicant  to  the  municipal  corporation  of 
the  township  of  Laird  for  that  portion  of  the  telephone 
system  known  as  the  '*  Laird  Telephone  System,"  which  is 
located  within  the  corporate  limits  of  the  township  of  Tar- 
butt and  Tarbutt  Additional. 
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And  whereas,  pursuant  to  the  provisions  of  Section  9 
of  **  The  Ontario  Railway  and  Municipal  Board  Act,"  A.  B. 
Ingram,  Esquire,  vice-chairman  of  the  Board,  was  author- 
ized by  the  Board  to  report  upon  the  said  application  and 
the  said  A.  B.  Ingram,  Esquire,  did,  at  a  hearing  at  the 
town  hall  at  MacLennan,  inquire  into  the  said  application 
and  made  a  report  thereupon  to  the  Board. 

Upon  reading  the  report  of  A.  B.  Ingram,  Esquire,  the 
stenographer's  notes  of  the  evidence  submitted  at  the 
hearing  and  other  material  filed. 

The  Board  orders.  That,  in  lieu  of  a  cash  offer  for  the 
purchase  of  that  portion  of  the  Laird  Municipal  Telephone 
System,  located  within  the  corporate  limits  of  the  township 
of  Tarbutt  and  Tarbutt  Additional,  the  applicant  shall 
offer  to  pay  to  the  municipal  corporation  of  the  township 
of  Laird  each  year  an  amount  sufficient  to  pay  all  instal- 
ments on  account  of  principal  and  interest  for  which  the 
subscribers  to  the  telephone  system  established  by  the 
municipal  corporation  of  the  township  of  Laird,  whose 
premises  are  located  within  the  corporate  limits  of  the 
township  of  Tarbutt  and  Tarbutt  Additional,  may  be  liable 
to  pay  on  account  of  principal  and  interest  for  their  share 
of  the  cost  of  establishing  the  said  telephone  system  by  the 
municipal  corporation  of  the  township  of  Laird. 

That  the  applicant  shall  further  offer  to  pay,  in  addition 
to  the  amount  stated  in  the  preceding  paragraph,  to  the 
municipal  corporation  of  the  township  of  Laird,  an  amount 
equal  to  that  which  may  be  due  to  the  said  municipal  cor- 
poration of  the  township  of  Laird  by  the  aforesaid  sub- 
scribers for  their  share  of  the  cost  of  operation  and  main- 
tenance, up  to  and  including  the  date  upon  which  the 
transfer  of  the  aforesaid  portion  of  the  Laird  Municipal 
Telephone  System  to  the  applicant  shall  be  carried  into 
effect. 

And  the  Board  further  orders,  In  the  event  of  the  munic- 
ipal corporation  of  the  township  of  Laird  consenting  to 
the  sale  of  that  portion  of  its  telephone  system  already 
referred  to  upon  the  foregoing  terms,  that  the  applicant 
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and  the  said  municipal  corporation  shall  execute  an  agree- 
ment, satisfactory  to  this  Board,  embodying  the  terms  pro- 
vided in  this  order. 

And  the  Board  further  orders,  In  the  event  of  the 
municipal  corporation  of  the  township  of  Laird  failing  to 
consent  to  the  sale  of  that  portion  of  its  telephone  system 
already  referred  to,  within  thirty  days  from  the  date  of 
this  order,  the  applicant  may,  in  accordance  with  Subsec- 
tion 11  of  Section  17  of  ''  The  Ontario  Telephone  Act,'' 
expropriate  the  aforesaid  portion  of  the  telephone  system 
of  the  municipal  corporation  of  the  township  of  Laird, 
making  such  compensation  therefor  as  may  be  agreed  upon, 
or  in  case  of  failure  to  agree,  as  may  be  determined  by 
arbitration  under  the  municipal  act,  or  the  applicant  may 
proceed  to  erect  poles,  cables  or  wires  upon  the  highways 
situate  within  the  township  of  Tarbutt  and  Tarbutt  Addi- 
tional, upon  or  along  which  the  poles  and  wires  of  the 
municipal  corporation  of  the  township  of  Laird  are  erected. 

And  the  Board  makes  no  order  for  costs  save  and  except 
that  the  applicant  and  respondent  shall  each  pay  $15.00 
for  the  law  stamps  required  fgr  this  order. 


In  the  Matter  of  the  Application  of  the  Lanark  and 
Carleton  Counties  Telephone  Company,  Limited,  for 
Authority  to  Increase  Its  Charges  to  Shareholders 
FOR  Telephone  Service  from  $10.00  per  Annum  to 
$12.50  PER  Annum. 

P.  F.  2300. 
Decided  April  24,  1914, 

Increase  In  Kates  to  Stockholders  —  Lower  Kates  for  Stockliolders  than 
for  Nonrstockholders  Authorized. 

Order. 

Whereas,  pursuant  to  the  provisions  of  Section  9  of 
'*The  Ontario  Railway  and  Municipal  Board  Act,"  A.  B. 
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Ingram,  Esquire,  vice-chairman  of  the  Board,  was  author- 
•  ized  by  the  Board  to  report  upon  the  said  application,  and 
the  said  A.  B.  Ingram,  Esquire,  did,  at  a  hearing  at  the 
town  hall,  Almonte,  inquire  into  the  said  application  and 
made  a  report  thereupon  to  the  Board. 

Upon  reading  the  report  of  A.  B.  Ingram,  Esquire,  the 
stenographer's  notes  of  the  evidence  submitted  and  other 
material  filed. 

The  Board  orders,  Subject  to  the  several  conditions  pre- 
scribed in  this  order,  that  leave  be  granted  to  the  appli- 
cant to  charge  the  under  mentioned  tariff  charges  for 
telephone  service  in  so  far  afi  such  charges  may  be  appli- 
cable to  those  subscribers  who  are  resident  in  any  town- 
ship where  such  tariff  charge  is  not  inconsistent  with  the 
terms  of  any  by-law  in  force  in  any  such  township,  or  the 
terms  of  any  valid  agreement  between  such  township  and 
the  applicant : 

For  Rural  Party  Line  Service. 

(1)  To  stockholders  $12  50  per  annum 

(2)  To  non-stockholders 15  00  per  annum 

And  the  Board  further  orders,  That  the  tariff  charges 
authorized  by  this  order  shall  be  subject  to  the  terms  of 
any  contracts  which  may  exist  between  the  subscribers  of 
the  applicant '9  system  and  the  applicant,  and  shall  only 
take  effect  upon  the  expiration  of  such  contracts  as  they 
may  be  terminated  from  time  to  time. 

And  the  Board  makes  no  order  for  costs  save  and  except 
that  the  applicant  shall  pay  $10.00  for  the  law  stamps  re- 
quired for  this  order. 


[Ont. 
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In  the  Matter  of  the  Application  of  the  Beeton  Tele- 
phone Company,  Limited,  Under  Section  31  of  **  The 
Ontario  Telephone  Act,"  for  Leave  to  Increase  Its 
Charges  for  Rural  Telephone  Service. 

P.  F.  2299. 

Decided  May  20,  1914, 

Increase  in  Kates  for  Molti-party  Bural  Service  Granted  —  Conditions  of 

Service  Prescribed. 

Order, 

Upon,  the  application  of  the  above  named  applicant  for 
an  order  to  increase  its  tariff  charges  for  rural  telephone 
service  upon  party  lines  from  $12.00  to  $15.00  per  annum, 
upon  hearing  the  evidence  adduced  on  behalf  of  all  parties, 
upon  reading  the  report  of  the  Board's  expert,  the  appli- 
cant's profit  and  loss  account,  statement  of  assets  and 
liabilities,  receipts  and  disbursements,  and  other  docu- 
ments filed, 

The  Board  orders.  Subject  to  the  several  conditions  pre- 
scribed in  this  order,  that  the  application  of  the  above 
named  applicant  be,  and  the  same  is,  hereby  approved  in 
so  far  as  the  increased  tariff  charge  of  $15.00  per  annum 
may  be  applicable  to  those  subscribers  who  are  resident  in 
any  township  where  such  tariff  charge  is  not  inconsistent 
with  any  by-law  in  force  in  any  such  township  or  with  the 
terms  of  any  valid  agreement  between  any  such  township 
and  the  applicant. 

That  the  applicant  shall  on  or  before  the  fifteenth  day 
of  January  in  each  year  furnish  the  Board  with  a  report 
setting  forth:  (a)  the  total  amount  standing  at  the  credit 
of  the  fund  referred  to  in  Clause  3  hereof,  on  the  thirty- 
first  day  of  December  in  the  preceding  year;  (b)  the 
amount  of  such  fund  which  has  been  temporarily  used  in 
the  purchase  of  securities;  (c)  the  names  and  value  of  the 
securities  so  purchased,  together  with  (d)  a  certified  state- 
ment from  the  bank  in  which  such  fund  is  deposited,  show- 
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ing  the  amount  standing  at  the  credit  of  such  fund  on  the 
last  named  date. 

That  the  applicant  shall  keep  in  such  form  as  the  Board 
may  approve,  separate  records  of  all  expenditures  upon 
the  construction,  operation,  maintenance  and  renewal  of  its 
plant  and  equipment,  and  shall  furnish  such  information 
in  regard  thereto  as  the  Board  may  deem  necessary,  in 
order  to  satisfy  the  Board  that  the  provisions  of  the  two 
next  preceding  clauses  are  being  carried  out. 

That  the  increased  tariff  charge  of  $15.00  per  annum 
authorized  by  this  Board  shall  be  subject  to  the  terms  of 
any  contracts  which  may  exist  between  the  subscribers  of 
the  applicant's  system  and  the  applicant,  and  shall  only 
take  effect  upon  the  expiration  of  such  contracts  as  they 
may  be  terminated  from  time  to  time,  provided,  however, 
that  the  applicant  shall  not  be  required  to  furnish  a  con- 
tinuous service  to  those  of  its  subscribers  who  fail  to  sign 
a  new  contract  agreeing  to  pay  the  said  tariff  of  $15.00 
per  annum. 

And  the  Board  further  orders,  That  the  said  tariff 
charge  of  $15.00  per  annum  shall  only  apply  to  subscribers 
of  the  telephone  system  of  the  applicant  whose  lines  ter- 
minate at  points  where  the  applicant  is  furnishing  a  con- 
tinuous service  day  and  night,  Sundays  and  holidays. 

That  in  all  cases  where  the  said  tariff  chafge  of  $15.00 
is  made  for  rural  telephone  service,  the  number  of  sub- 
scribers' stations  operated  upon  one  and  the  same  party 
line  circuit  shall  not,  without  the  consent  of  this  Board, 
exceed  fifteen. 

That,  for  the  purpose  of  providing  a  fund  to  meet  the 
cost  of  the  renewal  of  its  plant  and  equipment,  the  appli- 
cant shall  on  December  31,  1915,  and  each  year  thereafter, 
set  aside  out  of  its  earnings  a  sum  equal  to  not  less  than 
5  per  cent,  of  the  total  value  of  the  plant  and  equipment 
used  in  the  applicant's  business  on  December  31  in  each 
such  year.  The  fund  so  provided  shall  be  applied  exclu- 
sively to  the  cost  of  renewing  such  portion  of  the  said  plant 
and  equipment  as  may  from  time  to  time  be  rendered  neces- 
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sary  by  depreciation  or  obsolescence  and  after  deducting 
therefrom  such  amounts  as  may  have  been  so  expended  in 
any  one  year,  the  residual  amount  shall  be  placed  on  deposit 
in  a  chartered  bank,  as  a  separate  account,  or  may  bo 
temporarily  used  in  the  purchase  of  such  securities  as  the 
Board  may  approve  of  until  the  exigencies  of  the  appli- 
cant's business  renders  necessary  the  application,  as  afore- 
said, of  such  fund  or  any  portion  thereof. 

And  the  Board  makes  no  order  for  costs,  save  and  except 
that  the  applicant  shall  pay  $10.00  for  the  law  stamps  re- 
quired for  this  order. 


In  the  Matter  of  the  Fah,ure  of  the  South  Bruce  Rural 
Telephone  Company,  Limited,  a  Company  Incorpo- 
rated under  **  The  Ontario  Companies  Act  ''  to  Do 
Certain  Acts,  Matters  and  Things  Required  by 
"  The  Ontario  Companies  Act." 
In  the  Matter  of  '*  The  Ontario  Telephone  x\ct/' 

P.  F.  2387. 

Decided  May  30,  1914, 
Company  Ordered  to  Comi^  with  *'  The  Ontario  Companies  Act." 

Order. 

The  South  Bruce  Telephone  Company,  Limited,  having 
failed  to  do  certain  acts,  matters  and  things  required  by 
^*  The  Ontario  Companies  Act,"  and  The  Ontario  Railway 
and  Municipal  Board  having  appointed  Thursday,  the 
twenty-eighth  day  of  May,  a.  d.  1914,  at  the  village  of  Mild- 
may  in  the  county  of  Bruce,  to  inquire  into  the  causes  and 
extent  of  such  failure,  and  having  caused  the  directors  and 
shareholders  of  the  said  company  to  be  duly  notified  of  such 
appointment,  and  having  attended  at  said  time  and  place 
and  having  inquired  into  the  said  matters,  finds  as  follows : 

1.  That  the  said  company  failed  to  issue  a  prospectus 
and  to  file  the  same  with  the  provincial  secretary. 
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2.  That  notwithstanding  such  failure,  the  said  company 
did  oflFer  shares  of  its  capital  stock  to  the  public  for  sub- 
scription, and  though  authorized  by  its  said  letters  patent 
to  issue  only  100  shares  of  capital  stock  of  the  par  value  of 
$100  each,  did  procure  to  be  subscribed  by  386  several  per- 
sons 388  shares  of  capital  stock,  and  did  cause  a  call  or 
calls  to  be  made  upon  said  persons  in  respect  of  said  shares 
of  stock  so  subscribed,  and  did  procure  to  be  paid  into  the 
company  on  account  of  such  calls  the  sum  of  $8,565. 

3.  That  the  directors  of  the  said  company  failed  to  make 
an  allotment  of  any  of  the  shares  of  stock  so  subscribed 
and  failed  to  issue  certificates  in  respect  of  the  same  or  any 
part  thereof. 

4.  That  the  said  company  failed  to  procure  from  the 
provincial  secretary  a  certificate  that  it  was  entitled  to 
commence  business. 

5.  That  the  said  company  notwithstanding  its  failure  to 
do  the  several  acts,  matters  and  things  as  aforesaid  re- 
quired by  **The  Ontario  Compailies  Act,"  and  though 
authorized  by  its  letters  patent  to  carry  on  its  business 
only  in  the  township  of  Carrick  in  the  county  of  Bruce, 
did  nevertheless  carry  on  its  said  business  not  only  in  the 
said  township  of  Carrick,  but  also  in  the  townships  of 
Turnberry  and  Howick  in  the  county  of  Huron,  and  in  the 
townships  of  Culross,  Kinloss  and  Greenock  in  the  county 
of  Bruce. 

6.  That  the  said  company  being  by  its  said  letters  patent 
prohibited  from  mortgaging  its  assets  or  issuing  bonds, 
debentures  or  other  securities,  its  directors  did  never- 
theless pass  a  by-law  or  resolution  assuming  to  authorize 
the  issue  of  the  debentures  of  the  company  to  the  amount 
of  $12,000,  and  did  pursuant  to  said  by-law  or  resolution 
issue  and  sell  at  par,  debentures  of  the  said  company  to 
the  amount  of  $8;400,  bearing  interest  at  5  per  cent,  per 
annum. 

7.  That  in  the  opinion  of  the  Board  the  failure  of  the 
said  company  to  do  the  said  acts,  matters  and  things  as 
aforesaid  required  by  *'  The  Ontario  Companies  Act,'*  was 
due  to  inadvertence,  error  and  mistake. 
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And  it  appearing  further  to  the  Board  that  it  is  expedi- 
ent and  necessary  in  the  premises  that  the  said  company 
should  do  the  following  acts,  matters  and  things, 

The  Board  doth  order  and  direct, 

I.  That  the  said  company  by  its  directors  do  procure  to 
be  prepared  a  prospectus  as  defined  by  **  The  Ontario 
Companies  Act,''  signed  by  its  directors,  and  do  cause  it, 
verified  by  affidavit,  to  be  filed  with  the  provincial  secre- 
tary before  issue  and  do  cause  a  copy  of  the  same  to  be 
mailed,  prepaid,  to  each  of  the  persons  who  has  so  sub- 
scribed for  stock  as  aforesaid  at  his  or  her  last  known  post- 
office  address. 

II.  That  the  directors  of  the  said  company  do  allot  to 
and  amongst  the  persons  who  have  so  subscribed  for  stock, 
as  aforesaid,  100  shares  of  the  stock  of  the  company  in  the 
following  manner : 

(a)  One  share  to  each  of  the  directors  of  the  company; 

(b)  One  share  to  each  fourth  person  in  the  order  named 

upon  the  list  of  subscribers  for  stock  on  file  with 
the  Board  until  the  said  100  shares  of  stock  are 
fully  allotted. 

III.  That  the  directors  do  issue  to  each  person  to  whom 
a  share  of  stock  is  so  allotted  a  certificate  under  the  com- 
mon seal  of  the  company,  stating  that  he  or  she  holds  one 
share  of  the  stock  of  the  said  company  and  the  amount 
paid  up  thereon. 

IV.  That  the  directors  do  pass  by-laws  for  the  following 
purposes : 

(1)  For  the  government  and  regulation  of  the  company. 

(2)  Authorizing  an  application  to  the  Lieutenant-Gov- 
ernor in  Council  for  the  issue  of  supplementary  letters 
patent : 

(a)  Providing  for  an  increase  of  the  capital  stock  of  the 
company  to  such  an  amount  as  the  needs  of  the  company 
may  dictate,  such  amount  to  be  not  less  than  the  amount 
of  the  capital  stock  so  subscribed  as  aforesaid : 
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(b)  Permitting  the  company  to  carry  on  the  general 
business  of  a  telephone  company  in  the  townships  of  Turn- 
berry  and  Howick  in  the  county  of  Huron  and  in  the  town- 
ships of  Culross,  Kinloss  and  Greenock,  in  the  county  of 
Bruce : 

(c)  Permitting  the  company  to  mortgage  its  assets  and 
to  issue  bonds,  debentures  and  other  securities  to  the  ex- 
tent of  the  requirements  of  the  company,  not  exceeding 
one-half  of  its  net  assets. 

V.  That  the  directors  do  summon  a  special  general  meet- 
ing of  the  shareholders  of  the  company  by  notice  and  adver- 
tisement as  required  by  **  The  Ontario  Companies  Act  " 
for  the  following  purposes : 

(1)  The  election  of  directors. 

(2)  The  confirmation  of  the  by-laws  of  the  company 

passed  by  the  directors  pursuant  to  the  foregoing 
paragraph. 

VI.  That  the  directors  of  the  company  do  furnish  to  the 
Board  satisfactory  proof,  under  oath,  of  the  company's 
compliance  with  the  foregoing  provisions  of  the  order,  and 
do  deliver  to  the  Board  for  transmission  with  its  recom- 
mendations to  His  Honor  the  Lieutenant-Governor  in  Coun- 
cil, an  application  for  the  issue  of  supplementary  letters 
patent,  enlarging  and  extending  the  powers  of  the  com- 
pany as  provided  by  the  by-laws  of  the  company  passed 
pursuant  to  the  terms  of  this  order. 

VII.  That  upon  the  issue  of  such  supplementary  letters 
patent,  the  company  shall  take  the  necessary  steps  to  pro- 
cure from  the  provincial  secretary  a  certificate  that  the 
company  is  entitled  to  commence  business  as  required  by 
**  The  Ontario  Companies  Act." 


[Ont 
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PART  II. 

COMMISSION  ORDERS,  RULINGS  AND  DECISIONS 
OF  INTEREST  TO  TELEPHONE  AND  TELE- 
GRAPH COMPANIES. 

(Note. —  Oicing  to  lack  of  space,  only  summary  statements  of  many  of  the 
decisions  inrohHtig  points  of  interest  are  printed  in  this  fjeaf^et. —  Kd.  ) 

ARIZONA. 

Corporation  Commission. 

In  the  Matter  of  the  Application  of  Tucson  Gas,  Elec- 
tric Light  and  Power  Company  and  Tucson  Rapid 
Transit  Company  for  an  Order  Authorizing  Said 
Electric  Light  Company  to  Loan  Said  Transit  Com- 
pany $40,000  AND  Take  Its  Notes  Therefor. 

Docket  No.  178. 

Decided  June  3,  1914. 

Authorizatioii  of  Loan  by  One  Subsidiary  to  Anotber  Subsidiary  of  the 
Same  Parent  Company. 

Order. 

This  cause  came  on  regularly  for  hearing  the  third  day 
of  June,  1914,  upon  the  application  of  Tucson  Gas,  Electric 
Light  and  Power  Company  and  Tucson  Rapid  Transit 
Company  for  an  order  authorizing  said  Electric  Light  com- 
pany to  loan  said  Transit  company  the  sum  of  $40,000  to 
be  used  by  said  Transit  company  in  improvements  and 
betterments.  It  appears  that  the  capital  stock  of  the 
Electric  Light  company  and  the  Transit  company  are 
owned  by  the  Federal  Light  and  Traction  Company,  a  cor- 
poration, having  its  principal  place  of  business  in  the  city 
and  State  of  New  York;  that  both  of  said  applicants  are 
under  the  same  general  management ;  and  that  the  Electric 
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Light  company  supplies  all  electric  energy  used  by  said 
Transit  company  in  the  operation  of  its  street  railway 
system.  And  it  further  appearing  that  upon  the  twenty- 
third,  day  of  March,  1914,  the  said  applicants  made  and 
entered  agreements  with  the  city  of  Tucson  adjusting 
differences  theretofore  existing  between  said  applicants 
and  said  city,  which  said  agreements  contemplated  im- 
provements and  betterments  to  be  made  by  both  said 
applicants. 

At  the  time  said  agreements  were  executed  the  city  of 
Tucson  was  unwilling  to  enter  into  any  agreement  with 
said  Transit  company,  on  account  of  the  latter 's  financial 
condition,  unless  the  performance  of  said  agreement  was 
guaranteed  by  said  Electric  Light  company.  The  said 
Electric  Light  company  accordingly  agreeing  thereto,  and 
under  conditions  existing  and  for  the  purpose  of  effecting 
settlements  of  differences  then  existing,  an  agreement  was 
made  and  entered  by  and  between  said  Transit  company 
and  said  city  whereby  said  Transit  company  agrees  to 
remove  its  present  railway  tracks  on  Congress  Street  and 
certain  parts  of  Stone  Avenue  in  Tucson,  and  to  replace 
same  with  new  and  suitable  lines  of  track  and  pave  said 
streets  and  avenues  between  the  rails  of  said  tracks  and 
for  a  distance  of  one  foot  on  each  side  thereof,  and  to 
extend  said  tracks  on  other  streets  and  avenues  in  said 
city  of  Tucson  and  make  certain  other  improvements. 

And  it  further  appears  to  the  Commission  that  said  Con- 
gress Street  is  now^  being  paved  by  said  city  of  Tucson  and 
that  a  contract  has  been  awarded  for  the  paving  of  Stone 
Avenue,  and  that  it  w411  be  necessary  for  said  Transit  com- 
pany to  immediately  commence  the  removal  and  replace- 
ment of  its  said  tracks  on  said  streets  and  avenues  and  the 
pavement  of  its  rights  of  way  in  accordance  with  said 
agreement,  and  within  a  reasonable  length  of  time  extend 
its  railway  tracks  oti  certain  other  streets  designated  in 
said  agreement  and  that  the  cost  thereof  will  be  approxi- 
mately the  sum  of  $40,000. 

It  further  appears  that  the  financial  condition  of  said 
Transit  company  is  such  that  it  is  unable  to  raise  said 
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sum  of  money  in  the  open  market  and  that  such  agreement 
is  impossible  of  compliance  unless  the  Electric  Light  com- 
pany be  permitted  to  advance  said  sum  to  said  Transit 
company. 

It  seems  to  the  best  interests  of  the  Transit  company, 
Electric  Light  company  and  the  public  that  said  Electric 
Light  company  be  permitted  to  loan  said  money  as  re- 
quested for  the  purposes  designated  in  the  application 
herein. 

It  is  orderedy  That  Tucson  Gas,  Electric  Light  and  Power 
Company  be,  and  the  same  is  hereby,  authorized  and  per- 
mitted to  advance  Tucson  Rapid  Transit  Company  the  sum 
of  $40,000,  or  so  much  thereof  as  may  be  necessary,  for  the 
purpose  of  enabling  said  Rapid  Transit  company  to  make 
certain  improvements,  betterments  and  extensions  to  its 
street  railway  system  in  the  city  of  Tucson.  Said  indebt- 
edness shall  be  evidenced  by  the  demand  promissory  notes 
of  said  Rapid  Transit  company  made  payable  to  said  Elec- 
tric Light  company,  bearing  interest  at  the  rate  of  8  per 
cent,  per  annum  from  the  date  of  making  thereof  until  paid. 

Provided^  however,  that  the  said  sum  herein  authorized 
to  be  advanced  shall  constitute  no  burden  upon  the  con- 
sumers of  said  Electric  Light  company  to  be  reflected  in 
rates  in  any  instance  occasioned  by  any  default  in  the  pay- 
ment thereof  by  said  Rapid  Transit  company. 

Dated  at  Phoenix,  Arizona,  this  third  day  of  June,  1914. 


In  the  Matter  of  the  Application  op  Nero  EltECtric 
Light  and  Power  CJompany  for  a  Certificate  of  Con- 
venience AND  Necessity. 

Docket  No.  87. 

Decided  June  23,  1914. 
Oertiflcate  of  Pabtle  dmYmdeoc^  and  Nocesaity. 
Application  of  Nebo  Electric  Liglit  and  Power  Company  for  certificate 
of  convenience  and  necessity  to  construct,  maintain  and  operate  an  elec- 
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trie  light  and  power  plant  in  the  town  of  St.  Johns,  Arizona.    The  Little 
Colorado  Light  and  Power  Company  having  water  rights  alleged'  to  be 
susceptible  to  the  development  of  power  in  the  territory  sought  to  be 
served,  filed  its  objection,  claiming  prior  rights. 

It  appeared  that  the  water  rights  of  the  Little  Colorado  company  might 
be  subjected  to  litigation  and  the  construction  of  the  plant  delayed.  It 
further  appeared  that  there  was  doubt  as  to  the  feasibility  of  the  project 
of  the  Little  Colorado  company. 

Held:  That  although  the  Nebo  Electric  project  might  not  afford  a  fair 
rate  of  return  for  some  time,  nevertheless,  so  far  as  consumers  and  the 
general  public  were  concerned,  lower  rates  might  be  had  -than  could  be 
afforded  by  the  project  of  the  Little  Colorado  company. 

A  certificate  was  accordingly  granted  vesting  in  the  applicant  sole  au- 
thority for  the  construction  of  the  light  and  power  plant  as  designated 
in  the  application. 

Beasonable  Bates  —  Rates  Prwcribed  by  Framcliise. 

Held:  That  the  Commission  would  not  recognize  any  franchise  made 
rates  but  would  require  the  submission  of  a  rate  schedule  based  upon  the 
value  of  the  property.* 

Opinion  and  Order. 

This  is  an  application  of  Nebo  Electric  Light  and  Power 
Company  for  a  certificate  of  convenience  and  necessity  to 
construct,  maintain  and  operate  an  electric  light  and  power 
.plant  in  the  town  of  St.  Johns,  Arizona. 

The  power  site,  place  of  appropriation,  general  engineer- 
ing advantages  and  all  data  regarding  the  feasibility  of  the 
project  were  fully  examined  and  investigated,  not  only 
with  reference  to  the  general  plan  of  the  proposed  busi- 
ness, but  the  cost  thereof. 

It  seems  evident  that  the  interests  of  the  general  publie 
can  best  be  subserved  by  the  granting  of  the  application 
herein,  contingent,  however,  upon  prompt  construction  of 
the  project  and  completion  thereof  within  a  reasonable 
time. 

The  Little  Colorado  Light  and  Power  Company  have 
water  rights,  alleged  to  be  susceptible  to  the  development 
of  power  in  the  territory  sought  to  be  served,  and  said 
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company  has  resisted  the  application  herein  on  account  of 
prior  rights.  It  develops  in  the  testimony,  however,  that 
such  water  rights  of  the  Little  Colorado  company  may  be 
subjected  to  litigation  brought  by  other  claimants  and  that 
the  construction  of  an  electric  plant  or  system  by  such  com- 
pany would  thereby  be  prevented. 

It  also  appeared  in  the  testimony  that  the  reports  of 
engineers  to  said  Little  Colorado  company,  regarding  the 
feasibility  of  its  project,  were  not  encouraging,  as  evi- 
denced by  the  testimony  of  Witness  Whiting,  at  Page  16 
of  the  transcript  herein: 

"  Q.  Did  you  get  a  reply  from  your  engineers  as  to  their  opinion  of  the 
feasibility  of  the  thing  f 

"A.  Yes,  it  was  not  very  encouraging.  In  the  first  place  he  told  us  that 
with  such  a  small  town  as  this  we  would  have  to  figure  pretty  closely  and 
carefully  with  any  plant  we  proposed  to  erect  in  order  to  make  it  pay,  and 
it  was  figured,  if  I  remember  rightly,  that  135  B.  P.  would  be  all  we  could 
develop  at  this  time.  Practically  40  or  42  foot  fall  without  Allowing  any 
loss  at  top  or  bottom  would  be  all  we  could  figure  on  at  this  time,  with- 
out having  to  build  around  ledge  rock  work.  May  be,  however,  that  when 
the  town  gets  larger  we  could  put  in  a  65  foot  fall,  but  it  would  be  very 
expensive." 

Any  electric  plant,  supplying  a  small  community,  like 
St.  Johns,  with  electric  light  and  power,  must  of  necessity 
be  constructed  along  engineering  lines  involving  the  least 
expense  compatible  with  good  service,  proper  installation 
and  development. 

There  will  be  no  day  load  inasmuch  as  no  industries 
exist  in  the  community  that  will  consume  power,  and  some 
doubt  exists  relative  to  any  profits  to  be  obtained  from  a 
plant  of  this  kind  for  several  years. 

Bates  sufficient  to  bring  a  fair  rate  of  return  upon  the 
reproduction  value  of  the  plant  cannot  be  prohibitive  in 
any  instance,  and  we  must  accordingly  observe  carefully 
the  cost  of  the  initial  investment. 

It  is  our  opinion,  based  upon  engineering  advice,  that 
the  Nebo  Electric  project  may  not  afford  a  fair  rate  of 
return  for  some  time  to  come,  but  that  in  any  instance,  as 
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far  as  the  consumers  and  the  general  public  are  concerned, 
lower  rates  may  be  had  than  could  be  accorded  by  the 
project  of  the  Little  Colorado  company. 

We  shall  recognize  no  franchise  made  rates  by  the  appU- 
cant  herein,  but  shall  require  the  submission  of  a  rate 
schedule  based  upon  the  value  of  the  property. 

In  consideration  of  all  evidence  introduced  herein,  it  is 
the  opinion  of  the  Commission,  and 

It  is  ordered,  That  Nebo  Electric  Light  and  Power  Com- 
pany be,  and  the  same  is  hereby,  granted  authority  and 
permission  to  engage  in  the  business  of  an  electric  corpora- 
tion, for  the  purposes  named  in  the  application  herein,  and 
that  public  convenience  and  necessity  requires  the  con- 
struction of  a  plant,  or  system,  by  said  company,  for  the 
uses  designated. 

Such  construction  shall  be  completed  within  a  reasonable 
time  from  the  date  hereof. 

This  certificate  shall  be  construed  as  vesting  sole  author- 
ity in  the  applicant  for  the  construction  of  said  plant,  as 
designated  in  said  application. 

Dated  at  Phoenix,  Arizona,  this  twenty-third  day  of  June, 
1914. 
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CALIFORNIA. 

Railroad  Commission, 

City  op  Montbbby  v.  Coast  Valleys  Oas  and  Electric 

Company. 

Case  No.  499.—  Decision  No.  1630. 

Decided  June  30,  1914. 

Unreaaonalile  Batae. 

Complainant  alleges  that  the  present  rates  for  gas  service  in  the  city 
of  Monterey  are  unjust  and  unreasonable,  and  petitions  the  Commission 
to  establish  reasonable  rates  for  such  service. 

Held:  After  thorough  investigation,  defendant  directed  to  publish  and 
place  in  effect  within  twenty  days  a  rate  of  $1.30  per  thousand  cubic  feet 
for  first  5,000  cubic  feet,  and  $1.00  per  thousand  cubic  feet  for  all  amounts 
in  excess  of  5,000  cubic  feet  per  month  through  a  single  meter,  with  a 
minimum  charge  of  60  cents  per  month;  gas  to  have  an  average  heating 
value  of  not  less  than  600  British  thermal  units  per  cubic  foot. 

Early  Deficits. 

Held:  That  the  occasion  of  early  losses  in  the  operation  of  a  utility 
cannot  tend  to  make  such  property  more  DaliMble,  although  it  does  make 
it  more  costly;  that  such  losses  must  be  considered,  on  grounds  of  equity, 
in  reaching  a  value  for  rate  fixing  purposes,  though  the  practice  of 
utilities  in  submitting  grossly  exaggerated  values  in  the  hope  that  the 
Commission  will  "  split  the  difference "  does  not  tend  to  secui'e  to  the 
utility  such  just  consideration. 

Ratum  upon  IhTestmeiit  —  Protection  from  Ck>mpetition. 

Held:  That  the  element  of  hazard,  when  taken  in  connection  with  the 
establishment  of  a  basis  covering  **  cost  of  money ''  invested  in  a  public 
utility  of  this  character,  should  be  considered  in  connection  with  the  pro- 
tection from  competition  given  such  utility  by  the  State,  through  this 
Commission.* 

Appeabances: 

Fred  A.  Treat,  for  complainant. 

Chickering  and  Gregory,  George  H.  Whipple,  and  Jared 
How,  for  defendant. 


*  Syllabus  prepared  by  the  Commission. 

885 


Digitized  by  LjOOQIC 


886  California  Railroad  Commission. 

[CaL 
Report. 

This  complaint,  filed  on  November  10,  1913,  is  directed 
against  the  rates  charged  by  defendant  for  manufactured 
gas  in  the  city  of  Monterey,  which  rates  are  alleged  to  be 
unjust  and  unreasonable. 

Complainant  in  this  case,  city  of  Monterey,  is  a  municipri 
corporation  of  the  sixth  class,  and  at  an  election  duly  held 
on  April  14, 1913,  all  powers  of  control  over  public  utilities 
theretofore  possessed  by  the  city  of  Monterey  were  vested 
in  this  Commission. 

Defendant's  answer,  filed  on  December  5, 1913,  denies  all 
the  material  allegations  in  the  complaint  involving  the 
reasonableness  of  the  rates  for  manufactured  gas  charged 
and  collected  by  it  in  the  city  of  Monterey,  and  maintains 
that  the  rates  so  charged  and  collected  are  the  lowest  at 
which  it  can  profitably  sell  its  commodity  to  said  city  and 
its  inhabitants. 

Coast  Counties  Gas  and  Electric  Company  was  organized 
March  18,  1912,  and  took  over,  among  other  properties,  the 
property  of  the  California  Consolidated  Light  and  Power 
Company,  which  then  owned  a  gas  plant  at  Monterey  and 
the  distribution  systems  in  Monterey  and  Pacific  Grove. 

The  California  Consolidated  Light  and  Power  Company 
was  organized  in  November,  1911,  with  a  capital  stock  of 
$5,000,000.  Its  predecessor  was  the  Monterey  County  Gas 
and  Electric  Company  which,  from  1903  to  November,  1911, 
owned  all  the  capital  stock  of  the  Monterey  and  Pacific 
Grove  Electric  Railway;  owned  the  gas  plant  and  system, 
water  plant  and  system  and  electric  plant  and  system  at 
Salinas ;  and  gas  plant  and  system  in  Monterey  and  Pacific 
Grove.  The  authorized  capital  stock  of  the  Monterey 
County  Gas  and  Electric  Company  was  $750,000.  Its 
bonded  indebtedness  was  $500,000  of  which  $150,000  repre- 
sented the  underlying  issue  of  the  Monterey  County  Gas 
and  Electric  and  $180,000  the  underlying  issue  of  the  Sali- 
nas Water  and  Power  Company,  both  of  whidi  companies 
ha4l  operated  in  this  field  prior  to  their  absorption  by  the 
Monterey  County  Gas  and  Electric  Company. 
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The  reason  for  the  organization  of  the  California  Con- 
solidated Light  and  Power  Company  and  the  ownership  by 
it  of  the  properties  here  in  question  during  the  brief  period 
from  November,  1911,  to  March,  1912,  is  not  disclosed.  As 
no  securities  were  issued  by  this  company  and  nothing 
done  to  affect  the  status  of  the  property  during  the  brief 
ownership,  the  reason  for  its  organization  is  of  no  moment.^ 

At  the  time  the  gas  and  electric  properties  of  the  Mon- 
terey County  Gas  and  Electric  Company  were  disposed  of 
to  the  California  Consolidated  Light  and  Power  Company, 
its  water  properties  were  transferred  to  the  Salinas  Valley 
Water  Company. 

The  defendant  herein,  Coast  Valleys  Gas  and  Electric 
Company,  was  organized  March  18,  1912,  with  a  capital 
stock  of  $5,000,000  and  an  authorized  bonded  indebteglness 
of  $10,000,000.  The  entire  authorized  capital  stock,  con- 
sisting of  $2,000,000  preferred  and  $3,000,000  common 
stock,  together  with  $900,000  face  value  of  forty-year  6  per 
cent,  bonds,  were  issued  and  are  now  outstanding.  The 
underlying  bonds  were  taken  up  with  the  exception  of  two 
Monterey  County  Gas  and  Electric  Company  bonds,  which 
have  a  value  of  $1,000  each. 

It  is  testified  that  in  addition  to  redeeming  $500,000  in 
underlying  bonds,  the  present  owners  paid  $400,000  for  the 
stock  of  the  pred-ecessor  company  and  assmned  and  paid 
off  the  floating  indebtedness  of  $207,000  in  addition  to  ex- 
pending $286,137  for  additions  and  betterments  to  Decem- 
ber 31,  1913. 

None  of  the  books  of  the  various  predecessor  companies 
were  offered  in  evidence  nor  was  any  testimony  introduced 
which  w^ould  indicate  either  the  book  value  or  original  cost 
of  the  properties  or  any  portion  thereof  acquired  by  the  de- 
fendant in  this  case,  nor  whether  or  not  sinking  funds  for 
the  redemption  of  the  several  issues  of  underlying  bonds 
had  been  set  up  by  these  predecessor  companies  prior  to 
the  actual  transfer  in  each  case  and  no  material  evidence  is 
in  the  record  tending  to  establish  what  the  fair  or  market 
value  of  the  stocks  and  bonds  of  any  of  the  predecessor  com- 
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panies  was  originally  or  at  any  subsequent  time.  In  view 
of  the  above  statement  it  will  be  evident  that  the  mere  fact 
that  so  much  stock  and  so  many  bonds  were  issued  by  thifi 
defendant,  or  even  that  so  much  money  was  expended,  is  of 
little  assistance  in  attempting  to  determine  a  fair  value  to 
be  placed  on  a  particular  portion  of  the  properties  so  ac- 
quired for  the  purpose  of  this  case. 

Defendant  presented  at  the  hearing  inventory,  valuation, 
and  rate  reports  prepared  by  Ford,  Bacon  and  Davis,  engi- 
neers, covering  all  the  existing  properties  of  the  Coast  Val- 
leys Gas  and  Electric  Company  as  of  August  31, 1912,  with 
additions  and  betterments  to  December  31,  1913.  A  sum- 
mary of  these  reports,  in  so  far  as  the  gas  plant  and  system 
at  Monterey  and  Pacific  Grove  are  involved,  together  with 
a  summary  of  the  valuation  report  prepared  by  Mr.  A.  B. 
Kelley  of  the  Commission's  engineering  department,  is 
given  in  the  following  table : 
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table  I. 


Estimated  cost 

to  reproduce 

new,  Ford, 

Bacon  and 

Davis 


Estimated  cost 
to  reproduce 

new, 
A.  R.  KeUey 


Real  estate  prorated  to  general  structures 

Real  estate  prorated  to  gas  plant 

Office  buildings  and  general  structures  (prorated) . . . 

Gas  plant  buildings  and  structures 

Holders 

Furnaces,  boilers  and  aooessories 

Gas  generators 

Purification  apparatus 

Accessory  equqnnent  at  works 

Boosting  and  regulating  apparatus 

High  pressure  mains 

Low  pressure  mains 

Gas  services 

Paving 

Service  regulators 

Gas  meters — 

General  office  equipment,  etc.  (prorated) 

Stable  and  miscellaneous  equipment  (prorated) 

TOTAL   TANODLE    CAPITAL   LB88    OVXBHBAD    KX- 

PXNSE 


$1,250  00 

6,666  66 

1,750  00 

8,217  00 

2,289  00 

5,513  25 

2,383  00 

3,991  90 

1,329  65 

4,469  23 

4,537  02 

42,255  84 

10,331  58 

26,352  22 

2,017  81 

7,211  36 

882  92 

431  10 


1.  Contingencies,  incomplete  inventory,  etc 

2.  Contractor's  profit 

3.  Engineering  and  supervision 

4.  Interest  and  taxes  during  construction 

5.  Injuries  and  damage 

6.  Rights,  capital  and  organisation  and  going  con- 

cern  

7.  Engineering,  supervision,  organisation,  legal  ex- 

penses and  taxes  during  construction 

8.  Interest  during  construction 


$131,879  54 

$11,037  44 

12,155  14 

10,937  72 

17,431  05 

2,340  00 

65,800  00 


TOTAL  OVXRHEAD  AND  INTANGIBLE. 


$119,701   35 


TOTAL  E8TIMATBO  REPRODUCTION  COST . 

Materials  and  supplies 


$251,580  89 
1,584  00 


Additions  and  betterments  - 

Gas  generators 

Purification  apparatus. . . 

Low  pressure  mains 

Gas  services 


$5,003  00 

2,080  00 

2,110  00 

746  00 


TOTAL  ADDITIONS  AND  BBTTBRIIBNTB  . 

Total  to  December  31,  1913 


$9,939  00 


$263,103  89 


$1,250  00 
6,666  66 
1,750  00 

» 8,706  50 
2,200  00 
5,513  25 
2,383  00 
3,961  00 
1,221  95 
4,469  23 

* 3,695  37 

25,878  81 
6,885  72 

1^899  25 

6,091  90 

882  92 

431  10 


$83,886  66 
$6,300  05 


9,018  68 
2,976  15 


$18,294  88 


$102,181  54 
1,584  00 


$5,003  00 

2,080  00 

2,110  00 

746  00 


$9,939  00 


$113,704  54 


>  Including  $489.50  for  an  oil  tank  listed  with  eleetrical  equipment  by  Ford,  Bacon 
and  Davis. 

s  Including  three  district  regulators  al  $125  each,  not  included  in  this  item  by 
Ford,  Bacon  and  Davis. 
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It  will  be  noted  that  the  overhead  charges  estimated  by 
Ford,  Bacon  and  Davis  amount  to  something  over  40.8  per 
cent,  of  the  sum  of  unit  costs  placed  by  them  on  the  physical 
property  and  that  in  addition  to  the  overhead  allowances 
shown,  intangible  items,  including  **  Bights,  Capital  and 
Organization  and  Going  Concern,**  etc.,  are  included  which 
brings  the  total  overhead  and  intangible  values  claimed  to 
over  90  per  cent,  of  the  estimated  bare  physical  cost.  Not 
only  does  the  defendant  ask  that  all  of  these  intangible 
items  be  allowed  in  fixing  a  rate  to  be  charged  by  it  for  gas 
in  the  city  of  Monterey,  but  the  Commission  is  also  aske<l 
to  allow  10  per  cent,  return  on  the  full  estimated  reproduc- 
tion cost,  including  all  the  overhead  and  intangible  items, 
large  appreciation  in  real  estate  values,  the  estimated  cost 
of  paving  over  mains  and  services,  which  expense  was  never 
incurred  by  this  defendant  or  any  of  its  predecessors,  and, 
in  addition,  a  largely  increased  depreciation  annuity  to 
amortize  an  amount  said  to  represent  the  accrued  deficit  in 
depreciation  reserve,  from  the  original  organization  of  the 
predecessor  companies  to  the  present  time.  The  accrued 
depreciation  in  the  gas  plant  and  system  at  Monterey  and 
Pacific  Grove  on  August  31, 1912,  as  shown  in  a  report  pre- 
pared by  Ford,  Bacon  and  Davis  is  estimated  to  be  $43,- 
980.61. 

It  is  interesting  to  note  the  manner  in  which  a  strict  re- 
production new  theory  is  utterly  disregarded  by  the  engi- 
neers employed  by  the  company  at  times  and  again  adhered 
to  tenaciously  when  that  theory  will  best  serve  to  justify 
the  various  estimates  and  claims  of  defendant.  In  increas- 
ing the  depreciation  annuity  to  compensate  past  allegeil 
deficits,  the  engineers  have  entirely  abandoned  the  repro- 
[  duction  new  theory  and  adopted  the  historic  method  which 
attempts  to  arrive  at  the  original  cost  of  the  plant  as  it  now 
exists. 

Mr.  Kelley  submitted  an  estimate  of  the  cost  to  reproduce 
the  property  new,  and  there  api>ears  a  wide  difference  in 
opinion  between  Mr.  Kelley  and  the  engineers  for  the  com- 
pany as  to  the  cost  of  certain  portions  of  the  plant.    In  so 
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far  as  the  gas  plant  and  buildings  are  concerned,  the  unit 
costs  used  by  Mr.  Kelley  and  the  company's  engineers  com- 
pare very  closely,  and  in  several^  if  not  the  majority,  of  the 
items  Mr.  KeUey  has  accepted  and  used  those  appearing  in 
the  Ford,  Bacon  and  Davis  appraisal.  The  present  value^ 
placed  on  the  real  estate  prorated  to  the  gas  plant  at  Mon- 
terey, however,  being  one  third  of  $20,000,  appears  from  the 
evidence  to  be  excessive,  and  I  am  of  the  opinion  that  $15,- 
000  would  be  a  very  liberal  allowance  for  the  whole  tract  at 
this  time,  or  $5,000  to  be  prorated  to  the  gas  plant  on  the 
company's  basis  of  segregation.  The  original  cost  of  this 
property,  comprising  one  entire  block  with  the  exception  of 
one  lot,  was  not  made  clear  but  was  probably  not  less  than 
$2,500  or  more  than  $5,000. 

Paving  over  mains  and  services,  amounting  to  $26,352.22, 
not  including  overhead,  has  been  included  in  the  Ford, 
Bacon  and  Davis  report  and  very  properly  omitted  by  Mr. 
KeUey.  This  Connnission  has  heretofore  on  several  oc- 
casions indicated  its  position  in  regard  to  this  item  where 
it  represents  no  actual  expenditure  made  by  the  present  or 
a  previous  owner  of  a  property,  and  I  do  not  deem  it  neces- 
sary at  this  time  to  discuss  at  length  the  reasons  for  not 
allowing  the  item  in  cases  such  as  the  present  one. 

The  different  unit  costs  used  by  the  Ford,  Bacon  and 
Davis  engineers  and  Mr.  Kelley  for  street  mains  and  ser- 
vices, account  largely  for  the  great  difference  between  the 
two  total  reproduction  costs  arrived  at,  and  I  am  of  the 
opinion  that  those  used  by  Mr.  Kelley  are  at  least  liberal 
for  tlje  class  and  character  of  the  work  contemplated  in  his 
report.  Mr.  F.  C.  Millard,  appearing  for  defendant,  testi- 
fied concerning  the  value  of  the  gas  plant  and  system  sup- 
plying Monterey  and  Pacific  Grove,  and  while  the  hasty 
manner  in  which  his  investigation  of  the  properties  was 
carried  on  rendered  his  report  of  little  value  to  the  Com- 
mission in  determining  the  issues  of  this  case,  it  recalled 
one  point  worthy  of  attention,  namely,  that  some  of  the 
street  mains  were  **  converse  '^  pipe  and  not  the  standard 
black  pipe  used  exclusively  in  the  more  recent  installations. 
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I  will  allow  $800  over  and  above  the  costs  found  by  Mr. 
Kelley  for  the  difference  in  price  on  pipe  as  noted.  The 
labor  costs  used  by  Mr.  Kelley,  while  much  lower  than  those 
used  by  the  company's  engineers,  appear  from  records  of 
actual  construction  in  Monterey  and  Pacific  Grove  to  be 
ample  even  before  the  addition  of  overhead  charges. 

The  cost  of  installing  gas  meters  was  a  point  on  whidi 
Mr.  Kelley  differed  greatly  from  the  engineers  appearing 
for  the  company,  who  maintained  that  $2.00  was  a  reason- 
able amount  to  be  allowed  for  this  item.  Mr.  Kelley  con- 
tended that  50  cents  was  ample,  although  he  used  75  cents 
in  arriving  at  the  cost  of  meters  installed.  To  my  mind 
there  can  be  no  question  but  that  the  cost  used  by  the  com- 
pany's engineers  is  excessive,  and  that  the  figure  used  by 
Mr.  Kelley  will  in  all  probability  exceed,  without  the  addi- 
tion of  overhead,  the  actual  cost  to  the  company. 

Both  Mr.  Kelley  and  the  engineers  for  the  company  have, 
through  error,  included  electrical  instruments  estimated  to 
cost  $78.75,  and  this  item  should  be  deducted  from  both 
estimates  after  being  increased  for  the  overhead  allowed  in 
each  case. 

The  question  of  overhead  expense  was  discussed  at  length 
by  engineers  for  the  company  and  Mr.  Kelley,  and,  as  usual, 
there  appeared  a  great  difference  of  opinion  as  to  the 
proper  percentages  to  use  in  the  case  of  each  item  and  in 
the  aggregate.  A  comparison  of  the  percentages  used  is 
shown  in  the  following  table : 


[CiL 
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table  II. 


Real 

estate 

per 

cent. 

Build- 
ings, 
etc., 
per 
cent. 

Gas 
plant 
equip- 
ment, 

per 
cent. 

Street 

mains, 

per 

cent. 

Ser- 
vices, 

per 
cent. 

Meters, 
per 
cent. 

TooU 
and 
miscel- 
laneous 
per 
cent. 

Ford,  Bacon  and  Daois. 
Contingencies 

0 
0 

0 
lOi 

10 
10 

.3 

♦10 
15 

.3! 

10 
15 

7J 
lOi 

10 
15 

.a 

5 
0 

5 

Contractor's  profit 

Engineering  and  supervi- 
sion   

0 
0 

Interest  and  taxes 

lOJ 

Apparent  total 

Actual  cumulative  total . . 

KeUey, 
Contingmcieff 

0 

10 
3 

38 
43.7+ 

10 

10 
3 

43 

50+ 

no 

10 
3 

43 
50+ 

10 

10 
3 

43 

50+ 

10 

10 
3 

23 

24.7+ 

5 

10 
3 

16J 

16+ 

5 

Engineering,  supervision, 
organisation,  legal  ex- 
Interest 

10 
3 

Apparent  total 

Actual  cumulative  total . . 

13 
13J 

23 

24.6-h 

23 

24.6+ 

23 
24.6+ 

23 

24.6+ 

18              18 
19-          19- 

*No  contingencies  on  boflers  and  5  per  cent,  on  boosting  and  regulating  apparatus. 

I  hav«  hereinbefore  referred  to  the  fact  that  the  general 
eflFeot  of  the  overhead  percentages  used  by  Ford,  Bacon  and 
Davis  is  to  increase  the  estimated  bare  costs  of  all  the  gas 
properties  in  Monterey  and  Pacific  Grove,  including  real 
estate,  over  40.8  per  cent.,  while  those  used  by  Mr.  Kelley 
will  increase  the  estimated  costs,  less  overhead,  over  21.8 
per  cent.  While  on  the  whole  Mr.  Kelley 's  overhead  per- 
centages, with  the  exception  of  that  for  contingencies,  may 
be  considered  as  being  at  least  fair  under  the  circumstances 
of  this  jmrticular  case,  including  as  it  does  the  item  of 
**  organization,"  it  is  my  opinion,  in  view  of  the  unit  costs 
used,  that  the  allowance  for  contingencies  is  entirely  too 
high.  A  percentage  not  to  exceed  5  per  cent,  of  the  esti- 
mated bare  physical  costs,  less  real  estate,  meters,  general 
office  equipment,  tools  and  miscellaneous  would  have  been 
amply  liberal  and  would,  in  all  probability,  considerably 
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exceed  the  actual  original  cost.  Mr.  Kelley  has  allowed 
about  13%  per  cent,  overhead  on  a  greatly  appreciated 
value  of  the  real  estate  owned  by  the  company,  and  while 
such  an  allowance  may,  in  some  measure,  be  justified  on  a 
strict  reproduction  theory,  I  do  not  believe  it  should  be  al- 
lowed as  an  element  of  value  in  this  case. 

Intangible  values  claimed  by  the  defendant  company,  in 
so  far  as  the  gas  properties  in  Monterey  and  Pacific  Grove 
are  concerned,  are  estimated  by  the  engineers  for  the  com- 
pany at  $65,800  under  the  terms  **  Bights,  Capital  and  Or- 
ganization "  and  *'  Going  Value."  Using  the  same  ratio 
as  shown  in  the  report  prepared  by  Ford,  Bacon  and  Davis 
for  the  purpose  of  segregating  the  item,  '*  Other  than 
Physical  Property,  $65,800"  into  its  principal  component 
parts,  it  is  found  that  the  values  claimed  are : 

Rights,  capital  and  organization $36,370  69 

Going  value  29,429  31 


Organized  expense  has  been  provided  for  by  Mr.  Kelley 
in  his  overhead  allowance. 

The  item  '*  Capital  '*  is  presumably  working  capital,  and 
can  be  amply  provided  for  by  allowing  two  months'  ope- 
rating expense  at  $3,586  on  the  basis  of  the  company's 
statement  for  the  year  1913,  in  addition  to  **  Materials  and 
Supplies  "  $1,584,  as  reported.  If  interest  for  one-half  of 
one  year  is  allowed  on  construction,  I  can  see  no  reason  for 
allowing  any  working  capital  for  that  purpose  other  than 
materials  and  supplies  ordinarily  kept  on  hand. 

There  remains  then  the  item  of  *'  Eights,**  which  may  be 
assumed  to  cover  the  cost  of  franchises.  The  evidence  does 
not  disclose  what  was  paid  for  any  franchise  under  which 
this  company  operates.  Quite  probably  little  or  nothing 
was  expended  for  such  purpose. 

The  question  of  what  constitutes  ''  Going  Value  '*  is 
largely  a  matter  of  opinion  and  the  only  evidence  aside 
from  the  highly  theoretical  assumption  by  the  engineers  for 
the  defendant  appears  to  be  that  no  depredation  reserve 
has  been  set  up  to  provide  for  the  ultimate  replacement  of 
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each  element  of  physical  property  at  the  end  of  its  useful 
life. 

On  a  strict  reproduction  theory  it  is  difficult  to  under- 
stand how  the  question  of  past  deficits  can  be  considered, 
or  why,  if  such  deficits  actually  occurred  and  if,  contrary  to 
the  usual  practice  with  small  companies  such  as  the  prede- 
cessors of  defendant,  they  were  not  occasioned  by  the  in- 
vestment of  surplus  earnings  in  plant,  the  present  owners 
should  be  reimbursed  for  losses  borne  by  former  owners  of 
the  property.  At  any  event,  it  is  not  clear  to  me  how  early 
losses  can  add  to  the  present  value  of  this  or  any  other 
plant.  The  whole  trouble  in  this  and  many  other  cases  be- 
fore the  Commission,  is  that  engineers  representing  utili- 
ties will  not  be  consistent.  Because  a  property  has  lost 
money  certainly  does  not  make  it  more  valuable,  although  / 
it  of  course  makes  it  more  costly,  and  the  only  theory  upon 
which  losses  could  be  considered  at  all  in  rate  fixing  is  on 
the  theory  that  cost  should  be  the  basis  upon  which  rates 
should  be  determined;  and  the  justification  for  the  cost 
basis  for  fixing  rates  is  found  in  the  fact  that  when  any 
one  incurs  an  expense  for  another,  he  has  a  right  to  expect 
to  be  reimbursed.  In  short,  considerations  of  equity  are  the 
only  ones  that  should  appeal  to  a  governmental  agency  in 
endeavoring  to  determine  a  basis  upon  which  an  earning 
shall  be  allowed.  The  Commission  should  always  be  ready 
to  give  consideration  to  every  equitable  claim  of  It  utility, 
whether  it  could  be  forced  to  do  so  under  a  strict  inter- 
pretation of  the  law  or  not.  And  on  the  other  hand,  it  cer- 
tainly is  a  peculiar  attitude  to  be  assumed  by  any  one  who 
desires  to  give  or  receive  fair  treatment,  to  say  that  con- 
siderations of  equity  must  be  controlling  upon  this  ConMuis- 
sion  in  fixing  rates  when  such  equity  is  in  favor  of  the 
utility,  but  that  no  account  should  be  taken  nor  considera- 
tion given  to  equity  when  such  a  procedure  would  tend  in 
anywise  to  decrease  the  amount  upon  which  an  earning  is 
desired  to  be  made. 

It  should  be  understood  by  utilities  and  the  public  alike 
and  recognized  by  commissions  and  courts,  that  when  you 
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take  away  from  an  enterprise  the  right  to  determine  for 
whom  and  for  what  price  it  will  conduct  its  business,  you 
have  eliminated  the  possibility  of  applying  the  same  rules 
of  value  as  obtain  in  an  unregulated  enterprise.  Value,  as 
commercially  understood,  is  something  which  cannot  be  de- 
termined until  after  the  earning  power  is  determined  and 
the  fact  upon  which  Commissions  are  asked  to  find,  when 
asked  to  find  value  as  commercially  understood,  is  a  fact 
which  finally  has  no  existence  until  after  ttie  authority  of 
the  State  has  been  exercised  in  determining  the  proper  con- 
ditions upon  which  the  business  shall  be  conducted,  the 
proper  rates,  and  so  the  earning  power.  The  sooner  it  is  un- 
derstood by  the  utilities  that  under  modern  conditions  they 
are  literally  at  the  mercy  of  the  State,  the  sooner  they  will 
realize  that  only  equitable  considerations  are  the  ones  that 
will  finally  have  weight,  and  until  commissions  and  courts 
representing  the  sovereignty  of  the  State  realize  that  al- 
ways they  should  make  the  '*  ought "  determine  the 
**  must  "  such  government  agencies  have  not  become  equal 
to  their  task.  I  do  not  mean  to  suggest  that  any  agency 
should  be  subject  to  the  caprice  of  governmental  authority, 
but  I  do  insist  that  it  should  be  recognized  as  a  plain  fact 
by  the  utilities  that  they  are  subject  to  regulation  and  that 
the  character  of  such  regulation  and  its  extent  will  be 
largely  determined  by  the  attitude  of  the  utilities 
themselves. 

It  is  inconceivable  to  me  how  any  engineer  or  how  any 
utility  could  expect  public  oflBcials  of  any  intelligence  what- 
soever to  accept  exaggerated  so-called  **  values  "  such  as 
the  one  here  presented,  wherein  every  principle  of  consist- 
ency is  violated  and  every  known  method  of  loading  re- 
sorted to  in  order  to  increase  the  amount  upon  which  an 
earning  shall  be  expected.  If  as  widely  divergent  results 
can  be  reached  by  competent  engineers  dealing  with  the 
same  subject-matter,  as  have  here  been  reached,  then  the 
most  that  can  be  said  is  that  the  value  of  engineering  aid 
to  rate  fixing  is  much  overestimated,  or  that  one  or  the 
other  engineers,  where  such  widely  different  results  are  ob- 
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tained,  is  mentally  dishonest.  I  do  not  mean  by  this  a  re- 
flection upon  Mr.  Woodbridge,  the  engineer  who  made  the 
physical  appraisal  in  this  case,  but  my  reflection  is  upon 
the  method  and  those  resi)onsible  for  it.  What  the  Com- 
mission would  like  to  know  is  the  sum  of  money  upon  which 
it  ought  to  allow  an  earning  in  any  case,  and  it  will  serve 
no  good  purpose  and  will  be  merely  a  waste  of  time  for 
utilities  to  present  an  exaggerated  statement  with  the  hope 
that  this  Commission  may  follow  a  practice,  too  prevalent 
in  the  past,  of  splitting  the  difference  between  such  estimate 
and  some  other  which  is  perhaps  lower.  This  Commission, 
however,  should  have  no  desire  whatsoever  in  the  matter, 
either  that  the  basis  for  rate  fixing  be  large  or  small.  It 
should  merely  desire  the  facts,  and  When  theories  must  be 
applied  to  facts,  only  those  theories  which  give  to  the  utility 
and  the  patrons  what  ought  to  be  accorded  should  be  fol- 
lowed. 

The  profit  of  2V2  per  cent,  which  defendant  asks,  intro- 
duces another  intangible  which  if  capitalized  at  8  per  cent, 
would  amount  to  something  in  excess  of  $82,000,  and  this 
brings  out  rather  forcibly  the  fact  that  any  return  on  an  in- 
vestment in  or  value  of  a  property,  over  and  above  the 
**  cost  of  money  "  is  an  allowance  which  to  some  extent  at 
least  provides  for  those  necessary  expenditures  incidental 
to  the  construction  of  a  plant  and  the  creation  of  a  going 
concern  which  would  not  appear  in  any  subsequent  ap- 
praisal of  the  physical  properties.  The  natural  or  appar- 
ent hazard  of  the  business  is  usually  reflected  in  the  cost 
of  money  itself,  which  fact  is  at  once  made  apparent  by  a 
comparison  between  that  cost  where  a  material  hazard  may 
be  assumed  to  exist  as  in  the  present  case  where  it  is  said  to 
be  %V2  per  cent,  and  the  cost  in  cases  of  minimum  hazard  as 
with  government  bonds.  The  hazard,  actual  or  assumed,  in- 
cidental to  the  creation  and  transaction  of  any  business 
from  the  investor's  point  of  view,  and  which  view  even- 
tually regulates  the  price  or  cost  of  money,  may  be  the  rela- 
tive security  of  earning  power  as  compared  with  some  other 
investment  or  may  depend  primarily  upon  the  relative  se- 
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curity  of  the  principal.  In  any  event  the  immediate  effect 
of  the  element  of  hazard  is  apparent  in  the  cost  of  money. 
The  security  of  earning  power  is  largely  safeguarded  by 
the  measure  of  protection  from  competition  which  the  State, 
through  this  Commission,  can  give.  The  security  of  the 
principal  is  obviously  dependent  at  any  time  upon  the  rela- 
tion which  is  maintained  between  value  of  the  properties 
and  the  total  amount  of  the  securities  issued  thereupon. 

Engineers  for  defendant  contend  that  the  company 
should  be  allowed  a  return  of  10  per  cent,  on  the  '*  invested 
capital ''  over  -and  above  operating  expenses  (including 
ordinary  maintenance)  and  an  allowance  for  depreciation. 
This  10  per  cent,  is  made  up  by  figuring  the  average  cost 
of  money  at  6i/<>  per  cent,  and  adding  to  this  percentage  2V^ 
per  cent,  for  **  profit  "  and  1  per  cent,  for  **  obsolescence  of 
equipment."  The  term  *'  invested  capital,"  as  used  by  the 
engineers,  appears,  in  so  far  as  the  physical  plant  is  con- 
cerned, to  have  no  reference  to  original  investment,  as  no 
evidence  was  introduced  bearing  on  that  subject,  but  in 
estimating  the  proper  amount  to  be  hereafter  allowed  for 
depreciation  the  original  investment  theory  has  evidently 
been  adopted.  Notwithstanding  the  fact  that  defendant 
admits  that  it  has  in  its  possession  the  books  and  records 
of  the  predecessor  companies  since  about  the  time  the  gas 
plant  and  system  was  constructed,  the  company's  engi- 
neers and  officials  chose  to  estimate  *'  invested  capital  "  on 
the  basis  of  what  a  duplicate  plant  would  cost  new,  includ- 
ing greatly  appreciated  land  values  and  alleged  intangible 
values,  amounting  as  I  have  hereinbefore  mentioned,  to 
$65,800  or  almost  50  per  cent,  of  the  full  estimated  cost  to 
reproduce  the  physical  plant.  To  my  mind  it  is  wholly  il- 
logical, after  ignoring  actual  historical  costs,  to  attempt  fo 
arrive  at  invested  capital  upon  a  hypothetical  basis  not  only 
in  regard  to  the  unit  costs  themselves,  but  in  the  actual 
process  by  which  the  property  was  created.  Having  once 
discarded  the  original  cost  or  investment  basis,  and  having 
laid  claim  to  all  appreciated  values,  it  would  appear  that 
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the  only  alternative  left  would  be  to  estimate  present  value 
upon  the  depreciated  reproduction  theory  unless  we  are  to 
depend  entirely  upon  the  amount  of  stocks  and  bonds  out- 
standing, which  latter  basis  would  be  obviously  unfair 
under  the  circumstances  of  this  particular  case. 

The  ratio  between  the  estimated  cost  to  reproduce  new 
the  gas  properties  of  defendant  in  Monterey  and  Pacific 
Grove,  exclusive  of  real  estate,  and  the  depreciated  repro- 
duction cost  .or  so-called  **  present  value  "  of  those  prop- 
erties, as  shown  in  the  valuation  report  prepared  for  the 
defendant  company  by  Ford,  Bacon  and  Davis,  is  75.16  per 
cent,  as  of  August  31,  1912.  Upon  the  same  theory  assum- 
ing that  this  ratio  of  17.16  per  cent,  is  correct  and  that  it 
remained  the  same  on  December  31,  1913,  the  present  de- 
preciated value  of  the  property,  as  of  that  date,  upon  the 
basis  of  Mr.  Kelley's  estimate  of  the  cost  to  reproduce  the 
plant  new  corrected  to  allow  for  the  tangible  and  intangible 
additions  already  referred  to  and  disregarding  for  the  mo- 
ment the  corresponding  deductions,  would  be  $96,237.97. 

The  operating  expenses  for  tbe  year  1913,  applicable  to 
the  gas  business  in  Monterey  and  Pacific  Grove,  as  set  forth 
in  statements  submitted  by  defendant,  are  as  follows : 
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TABLE  III. 
Operating  Expenses  Year  Ending  December  31,  1913. 


[Cal. 


Production. 

Superintendenee $678  00 

Steam  plant,  labor  and  supplies 145  00 

Gas  generation,  labor  and  sapplies 3, 193  00 

Fuel  for  steam 172  00 

Oil  or  coal  for  gas 5,559  00 

Miscellaneous  labor  and  supplies 263  00 

Repairs  to  structures  and  holders 257  00 

Repairs  to  furnaces,  boilers  and  accessories 284  00 

Repairs  to  gss  plant  equipment , 1 ,  181  00 

Impairs  to  miscellaneous  production  equipment 99  00 

Total  production  expense 

Trangmission. 

Repairs  to  mains  and  structures $3  00 

Repairs  to  transmission  equipment 9  00 

Total  transmission  expense 

Distribution. 

Superintendence $108  00 

Setting  and  removing  meters  and  regulators 1 ,022  00 

Inspecting  and  patrolling 2  00 

Gas  meter  operations 7  00 

Commercial  lamps,  labor  and  supplies 49  00 

Inspection  and  repairs  to  consumers'  installations 71  00 

Municipal  street  lamps,  labor  and  supplies 5  00 

General  labor  supplies 35  00 

Repairs  to  mains  and  services 581  00 

Repairs  to  meters  and  regulators 648  00 

Repairs  to  municipal  street  lighting  system 2  00 

Repairs  to  commercial  arc  lamps 31  00 

Repairs  to  miscellaneous  distribution  equipment 192  00 

Total  distribution  expense   

General  and  MisceUaneous. 

New  business $507  00 

Commercial  department,  salaries  and  expenses 1 ,305  00 

Commercial  department,  indexing 83  00 

Commercial  department,  collections 76  00 

Miscellaneous  commercial  expense 13  00 

Salaries  of  general  officers 954  00 

Salaries  of  general  office  clerks 211  00 

Miscellaneous  general  office  supplies  and  expense 1 ,508  00 

Law  expenses  —  general 173  00 

Railroad  commission  expense 200  00 

Injuries  and  damages 29  00 

Other  general  expense 35  00 

Insurance 323  00 

Repairs  to  general  equipmeQt 350  00 

Undistributed  adjustment  (credit) 24  00 

Total  general  and  miscellaneous 

Taxes 

Total  Operating  Expenses  and  Taxes 


$11,831  00 


12  00 


2,753  00 


5,803  00 
1,117  00 


$21,516  00 


Digitized  by  V^OOQIC 


City  of  Monterey  v.  Coast  Valleys  Gas  and  Elec.  Co.     901 
C.  L.  33] 

The  points  most  worthy  of  note  in  regard  to  the  operat- 
ing expenses  as  reported  are  the  two  items  '*  Repairs  to 
gas  plant  equipment,  $1,181 ''  and  *'  Setting  and  removing 
meters  and  regulators,  $1,022/'  The  first  of  these  items 
amounts  to  8.6  times  the  corresponding  expense  at  defend- 
ant's gas  plant  at  Salinas,  and  may  be  considered  abnor- 
mal, due  possibly  to  some  extraordinary  repairs  during  the 
year.  An  ample  allowance  for  this  item  of  expense  should 
not  exceed  $200.  The  second  item,  *'  Setting  and  removing 
meters  and  regulators,''  equals  about  3^4  times  the  cor- 
responding expense  per  consumer  at  Salinas,  and  while  it 
may  in  this  particular  instance  be  considered  as  a  normal 
expense  by  reason  of  the  great  number  of  transient  sum- 
mer consumers  at  Monterey  and  Pacific  Orove,  the  regular 
patrons  of  defendant  should  not  be  required  to  bear  the 
additional  burden  thus  created,  but  it  should  be  met  by  a 
suitable  service  charge  to  be  collected  from  all  new  con- 
sumers unwilling  to  sign  a  contract  for  one  year.  The 
item  ''Oil  or  coal  for  gas,  $5,559,"  represents  the  cost  of 
7,334.25  barrels  of  fuel  oil  used  in  the  manufacture  of  gas 
at  the  Monterey  plant,  to  w^hich  reference  will  be  made 
hereafter. 

The  gross  revenue  received  by  defendant  from  the  sale 
of  gas  in  Monterey,  Pacific  Grove  and  vicinity  during  the 
year  1913  is  reported  to  be  as  follows: 

table  IV. 
Gas  Salbs  Yeab  1913 


Monterey 


Monterey 
rural 


Pacific 
Grove 


Total 


Municipal  street,  power  and 
lighting 

Commercial  heat,  power  and 
lighting  —  flat    rate 

Commercial  heat,  power  and 
lighting  —  metered 

Prepaid  gas 


$70  35 

39  00 

13,272  00 


$938  39 


$44  70 

352  85 

12,552  05 
203  00 


Total  Sales  . 


$T?,38I  35 


$938  39 


$13,152  60 


$115  05 

391  85 

26,762  44 
203  00 


$27,472  34 
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The  actual  quantity  of  gas  manufactured  during  1913  at 
the  Monterey  plant  is  reported  by  defendant  as  33,939,200 
cubic  feet  and  the  reported  sales  19,675,600  cubic  feet,  show- 
ing an  apparent  loss  of  about  42  per  cent.  The  amount  of 
gas  manufactured  was  taken  from  holder  measurements 
and  checked  by  the  amount  of  fuel  oil  used.  The  amount 
of  gas  sold,  as  reported  by  defendant,  is  in  all  probability 
a  record  of  questionable  accuracy  covering  the  monthly 
meter  readings  during  the  year  and  apparently  the  amount 
of  gas  consumed  by  some  fifty  flat  rate  consumers  has  been 
entirely  ignored.  At  the  hearing  witnesses  for  defendant 
testified  that  there  was  evidently  an  error  in  the  loss  as 
reported,  and  that  10  per  cent,  would  be  a  reasonable  loss 
under  the  conditions  existing  in  Monterey  and  Pacific 
Grove.  With  this  latter  statement  I  am  inclined  to  agree, 
and  I  do  not  believe  that  a  greater  loss  than  10  per  cent, 
or  15  per  cent,  as  an  absolute  maximum  should  be  charged 
against  the  consumers  of  gas  in  Monterey  and  Pacific 
Grove;  however,  it  must  be  pointed  out  that  even  if  we 
grant  that  the  losses  in  this  plant  do  not  as  a  matter  of 
fact  exceed  from  10  per  cent,  to  15  per  cent.,  and  that  the 
gas  manufactured  was  less  in  proportion,  an  ineflSciency 
in  operation  and  management  even  more  startling  would 
be  evident.  The  point  I  mean  to  bring  out  is,  that  obvi- 
ously the  quantity  of  fuel  used  during  1913  is  known  to  be 
substantially  correct,  as  there  can  be  no  possible  justifica- 
tion for  a  material  error  in  this  item  as  reported ;  then  if 
the  sales  were  as  reported  and  the  losses  were,  say  10  per 
cent.,  the  quantity  manufactured  would  be  about  21,862,000 
cubic  feet,  indicating  a  fuel  consumption  of  over  14  gallons 
of  fuel  oil  per  thousand  cubic  feet  of  gas  made.  According 
to  the  admissions  of  defendant's  own  witnesses,  the  oper- 
ating efficiency  of  the  Monterey  plant  would,  with  the  fuel 
consumption  stated,  be  less  than  68  per  cent,  of  normal. 

In  view  of  the  circumstances  above  related,  it  is  evident 
that  the  reported  amount  of  gas  sold  is  entirely  unreliable 
and  that  the  only  basis  to  use  for  determining  w^hat  the 
sales  actually  were,  with  a  reasonable  degree  of  certainty, 
and  in  fairness  to  defendant  and  its  patrons,  is  to  use  the 
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amount  of  fuel  oil  consumed  during  1913  and  assume  a  fair 
plant  efficiency  and  a  liberal  allowance  for  loss  in  trans- 
mission and  distribution.  By  this  method,  assuming  a 
manufacturing  efficiency  of  10  gallons  of  fuel  oil  per  thou- 
sand cubic  feet  of  gas  made  and  a  loss  of  15  per  cent.,  the 
sales  would  have  amounted  to  about  26,183,300  cubic  feet 
during  1913. 

It  will  be  clear  that  the  rate  fixed  in  this  case  should  be 
ample  to  enable  the  defendant  to  install  a  station  meter 
at  the  Monterey  plant  and  provide  suitable  facilities  for 
determining  (a)  the  quality  of  the  gas  manufactured; 
(b)  the  accuracy  of  consumers'  meters;  (c)  the  pressure 
maintained  at  all  times  at  the  plant  centers  of  distribution, 
and  (d)  when  necessary,  the  pressure  maintained  at  any 
point  on  the  distribution  system  or  upon  any  consumer's 
premises. 

'  I^  therefore,  recommend  that  defendant  prepare  and 
submit  to  this  'Conunission,  within  twenty  days  from  the 
date  hereof,  a  detailed  estimate  of  the  cost  of  providing  the 
additional  equipment  and  facilities  above  referred  to, 
together  with  a  statement  of  the  manner  in  which  it  pro- 
poses to  carry  out  the  intent  of  these  recommendations. 

Considering  all  the  facts  and  circumstances  connected 
with  this  case,  and  after  carefully  weighing  the  evidence 
submitted  in  connection  therewith,  I  find  as  a  fact  that  the 
present  rates  charged  and  collected  by  defendant  for  gas 
manufactured,  distributed  and  sold  by  it  in  the  city  of 
Monterey  and  vicinity  are  unjust  and  unreasonable;  and 
I  further  find  that  the  rates  and  charges  set  forth  in 
Table  V  are  just  and  reasonable,  and  that  said  rates  will, 
in  addition  to  providing  for  all  necessary  operating  ex- 
penses and  an  adequate  depreciation  reserve,  allow  an 
ample  return  on  the  value  of  defendant's  property  now 
used  and  useful  in  connection  with  the  manufacture  of  gas 
at  the  Monterey  plant  and  its  distribution  and  sale  to  the 
inhabitants  of  the  said  city  of  Monterey  and  vicinity,  in- 
cluding the  fair  value  of  the  additional  equipment  and 
facilities  which  I  have  hereinbefore  recommended  that 
defendant  provide  for  the  improvement  of  service. 
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TABLE  V. 

Rate  for  Manufactured  Oil  Gas  Havino  an  Avkrage  Hbatino  Valuk  of  Not 

Less  than  600  BRiTifiH  Thermal  Units  per  Cubic  Foot. 

Applicable  to  all  classes  of  confiumers. 

First  5,000  cubic  feet  per  month  per  meter $1 .30  per  1,000  cubic  feet 

Over  5,000  cubic  feet  per  month  per  meter 1 .00  per  1,000  cubic  feet 

Minimum  monthly  charge  per  month  per  meter,  60  cents. 
A  service  charge  of  $1.00  will  be  required  in  all  cases  where  an  applicant  for  service 
declines  to  sign  a  contract  for  service  for  one  year,  but  will  be  refunded  if  the  applicant 
remains  a  customer  of  the  company  continuously  for  twelve  months  at  one  location. 

I  recommend  the  following  form  of  order : 

Order. 

City  of  Monterey,  a  municipal  corporation,  having  here- 
tofore filed  with  this  Commission  its  complaint  alleging 
that  the  rates  now  charged  and  collected  by  Coast  Valleys 
Gas  and  Electric  Company  for  gas  manufactured,  dis- 
tributed, and  sold  by  it  in  the  city  of  Monterey  are  ex- 
cessive arid  unreasonable,  and  a  public  hearing  having  been 
held,  and  the  Commission  being  fully  advised  in  the  prem- 
ises, and  basing  its  conclusions  on  findings  of  fact  con- 
tained in  the  opinion  which  precedes  this  order. 

It  is  hereby  ordered,  That  Coast  Valleys  Gas  and  Elec^ 
trie  Company,  a  corporation,  publish  and  file  with  this 
Commission  within  twenty  days  from  the  date  hereof,  and 
thereafter  charge  and  collect  for  gas  sold  and  service  sup- 
plied by  it  in  the  city  of  Monterey  and  vicinity,  the  follow- 
ing rates  and  charges  which  are  hereby  found  to  be  just 
and  reasonable: 

Rate  for  Manufactured  Oil  Gas  Having  an  Average  Heating  Value  of  Not 
Less  than  600  British  Thermal  Units  per  Cubic  Foot. 

Applicable  to  all  classes  of  consumers. 

First  5,000  cubic  feet  per  month  through  one  meter $1 .30  per  1,000  cubic  feet 

Over  5,000  cubic  feet  per  month  through  one  meter 1.00  per  1,000  cubic  feet 

Minimum  charge  60  cents  per  month  per  meter. 
A  service  charge  of  $1.00  will  be  required  in  all  cases  where  an  applicant  for  service 
declines  to  sign  a  contract  for  service  for  one  year,  but  will  be  refunded  if  the  applicant 
remains  a  customer  of  the  company  continuously  for  twelve  months  at  one  location. 

The  foregoing  opinion  and  order  are  hereby  approved 
and  ordered  filed  as  the  opinion  and  order  of  the  Railroad 
Commission  of  the  State  of  'California. 

Dated  at  San  Francisco,  California,  this  thirtieth  day  of 
June,  1914. 


[Cal. 
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Public  Utilities  Commission. 

In  the  Matter  op  the  Petition  of  John  H.  McMurray 
et  al,  FOR  A  Reduction  of  Bates  Charged  for  Gas  by 
the  Bridgeport  Gas  Light  Company  of  Bridgeport. 

Docket  No.  773. 

Decided  July  13,  1914, 

Complaint  as  to  Bates  —  Cost  of  Beproduction,  Less  Depreciation. 

Upon  petition  asking  for  a  reduction  of  the  rates  and  charges  of  the 
Bridgeport  Gas  Light  Company,  the  company  submitted  a  valuation  of  its 
properties,  based  on  cost  of  reproduction  new  less  depreciation,  of  $3,- 
417,034.  The  Commission  after  excluding  from  the  company's  figures  an 
allowance  for  cost  of  organization,  the  expense  of  cutting  and  replacing 
pavement  over  mains  not  actually  incurred  by  the  company,  incidental 
and  contingent  expenses,  property  owned  by  the  company  but  not  of  suffi- 
cient present  or  future  usefulness  to  warrant  a  return  on  its  full  value, 
including  duplications,  and  other  small  reductions,  including  interest  and 
taxes  affected  by  the  foregoing  reductions,  found  the  present  value  of 
the  company's  property  to  be  approximately  $3,000,000. 

Relation  of  C^^itaUsation  and  Present  Value. 
The  Commission  further  found  that  the  capitalization  of  the  company, 
$2,000,000  in  stock  and  $1,000,000  in  bonds  was  fairly  represented  by  the 
actual  value  of  the  company's  property. 

Ooing  Value. 

Upon  the  company's  request  for  an  additional  allowance  for  "  going 
concern  value,"  the  Commission  admitted  that  the  company  was  entitled 
to  a  return  upon  a  valuation  which  took  into  account  the  fact  that  the 
company  was  a  live  organization  actually  supplying  consumers  arid  so  of 
more  value  to  its  owners  than  if  it  were  idle  or  had  just  been  constructed 
and  was  ready  to  solicit  business  but  was  not  in  actual  operation. 

The  Commission  held  that  no  addition  should  be  made  to  the  full  cost 
to  reproduce  new  less  depreciation,  for  value  inherent  in  the  physical 
property  because  the  company  is  actually  in  successful  operation ;  that  the 
present  value,  as  ascertained  by  the  cost-of-reprodnction-new-less- 
depreciation  method,  included  such  "  going  concern  value  "  ;  that  under 
any  other  theory  the  actual  value  on  the  tangible  property  to  its  owners 
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wouM  be  but  a  fraction  of  what  it  would  cost  to  reproduce  it  new.  The 
Commission  further  found  that  no  additional  allowance  could  fairly  be 
made  for  going  value  in  the  sense  of  the  capitalization  of  unrequited 
losses  incurred  in  building  up  the  company's  business  as  no  such  losses 
had  been  suffered  by  this  company. 

BeUtion  of  Present  Valne  to  Actual  XnTOStnient. 

It  appeared  that  whereas  the  present  value  of  the  property  was  found 
by  the  Commission  to  be  $3,000,000,  the  actual  investment  made  by  the 
stockholders  of  the  company  was  $2,450,000. 

Held:  That  a  fair  return  must  be  allowed  upon  $3,000,000,  the  fair 
present  value. 

Return  on  Investment. 

TBe  Commission  found  that  any  return  less  than  5  per  cent-  of  the 
present  value  would  be  confiscatory,  and  that  a  return  of  6  per  cent, 
would  probably  be  protected  by  the  courts  as  reasonable. 

It  appeared  that  the  company,  at  its  present  rate  for  gas,  was  earning, 
after  allowing  a  reasonable  amount  for  depreciation,  approximately  a 
6%  per  cent,  return  on  a  present  value  of  $3,000,000;  that  a  reduction 
of  10  cents  per  1,000  cubic  feet  in  the  rate  would  reduce  the  net  income 
to  approximately  $147,242.57,  or  less  than  5  per  cent,  on  the  preset 
value,  and  would  consequently  be  confiscatory. 

Considering  the  risk  assumed,  the  increasing  cost  of  operation,  the 
better  and  more  extended  service  that  could  fairiy  be  required  of,  and 
furnished  by,  a  company  with  a  fair  margin  of  profit  above  mere  com- 
pensation, the  Commission  held  that  the  present  rate  of  the  company  was 
not  unreasonable. 

The  petition  was  accordingly  denied.* 

Decision  and  Order. 

The  following  petition,  dated  May  8,  1913,  signed  by 
John  H.  McMurray  and  other  patrons  of  the  Bridgeport 
Gas  Light  Company,  was  received  by  the  Commission: 

Bridoepobt,  Conn.,  May  8,  1913. 
To  the  Public  Utilities  Commission: 

Gentlemen. —  Bridgeport  is  supplied  with  gas  for  lighting  and  heat- 
ing by  the  Bridgeport  Gas  Light  Compariy,  a  corporation  organised  under 
the  laws  of  Connecticut  and  authorized  to  sell  gas  for  lighting,  heat  or 
power  within  said  city,  and  said  company  is  actually  engaged  in  manu- 
facturing, selling  and  supplying  gas  for  the  purpose  aforesaid. 


Editor's  headnote. 
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The  rates  and  charges  of  said  Bridgeport  Gas  Light  Company  for  gas 
supplied  to  its  patrons  and  customers  are  unreasonable,  and  the  price 
charged  for  said  gas  is  unfair  and  disproportionate  to  the  proper  cost  of 
delivering  and  manufacturing  gas  in  Bridgeport. 

Your  petitioners  ask  for  a  reduction  of  the  rates  and  charges  of  said 
Bndgeport  Gas  Light  Company  until  such  rates  shall  be  just  and  reason- 
able. 

Your  petitioners  assert  that  they  are  patrons  of  said  company  and  are 
in  fact  patrons  of  said  company. 

John  H.  McMubrat 511  Myrtle  Ave. 

John  J.  Ford 600  Myrtle  Ave. 

AiaERT  MussLER 559  Myrtle  Ave. 

Daniel  Murtha 370  Myrtle  Ave. 

Bernard  J.  Lee 88  Whiting  St. 

Edward  Linders 460  Hustin  St. 

Hans  Christbnsbn 307  Ogden  St. 

Chas.  Ives 383  South  Ave. 

Joseph  Carpenter 668  Myrtle  Ave. 

Daniel  O'Neill 728  Railroad  Ave. 

Lynn  W.  Wilson 585  William  St. 

This  is  a  petition  brought  under  Section  23  of  Chap- 
ter 128,  Public  Acts -of  1911,  which  prescribes  a  method 
of  procedure  for  the  regulation  of  rates  and  service  of  a 
public  utility  company.  Upon  petition  and  hearing  had 
under  this  section  the  Commission  may  prescribe  **  just 
and  reasonable  maximum  rates  and  charges  to  be  there- 
after made  by  such  company  ' '  if  it  finds  the  rates  com- 
plained of  to  be  in  fact  unreasonable. 

The  foregoing  petition  was  duly  assigned  for  hearing  at 
the  common  council  chamber,  city  hall,  Bridgeport,  on 
AVednesday,  July  9,  1913,  at  10  o'clock  in  the  forenoon,  of 
which  all  parties  in  interest  had  due  and  legal  notice,  and 
at  which  time  and  place  the  parties  appeared  and  testimony 
was  offered  as  to  the  allegation  of  unreasonableness  of  the 
rates  in  question.  Adjournment  was  thereupon  taken  to 
give  opportunity  to  the  Commission's  accountant  to  ex- 
amine the  books  of  respondent  and  secure  certain  informa- 
tion desired  by  the  Commission  and  by  the  petitioners 
relative  to  respondent's  plant  and  equipment  accounts  and 
other  details  of  the  company 's  history.     The  case  was  next 
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heard  at  the  office  of  the  Commission  on  Friday,  October  3, 

1913,  at  which  time  the  accountant's  report  above  referred 
to  was  submitted  and  considered,  and  the  petitioners 
offered  further  testimony  and  rested  their  case.  There- 
upon counsel  for  respondent,  claiming  that  the  petitioners 
had  not  established  a  prima  facie  case,  made  and  offered 
to  argue  a  motion  to  dismiss  the  petition.  The  Commis- 
sion stated,  however,  informally,  that  it  desired  to  secure 
at  that  time  whatever  facts  the  respondent  w^s  prepared 
to  offer  relative  to  the  issue,  and  suggested  that  argument 
on  the  motion  to  dismiss  might  properly  follow  submission 
of  such  facts  without  prejudicing  respondent's  technical 
position.  After  hearing  the  respondent's  evidence,  the 
hearing  on  October  3  was  adjourned,  pending  the  prepara- 
tion of  briefs  to  be  submitted  later,  at  which  time,  it  was 
agreed  the  Commission  would  also  listen  to  oral  arguments 
by  both  sides.  Briefs  were  filed  and  said  arguments  heard 
on  Tuesday,  November  25,  1913.  The  case  was  thereupon 
closed,  except  that  there  was  reserved  to  respondent  the 
right  to  have  made  and  to  file  later  a  .valuation  of  its  prop- 
erty if  the  Commission  should  decide  on  consideration  of 
the  testimony  and  arguments  that  respondent's  motion  to 
dismiss  the  petition  should  be  denied. 

On  January  2,  1914,  the  Commission  found  that  the  peti- 
tioners had  made  out  a  prima  facie  case  and  denied  re- 
spondent's motion  to  dismiss,  and  on  said  date  a  prelim- 
inary order  was  issued,  as  on  file  and  record  will  fully 
appear,  which  required  the  respondent  company  to  notify 
the  Commission  whether  it  w'ould  file  a  valuation  as  above 
referred  to,  and  ordering  the  company  also  to  file  with  the 
Commission  a  list  of  its  salaried  officers  and  the  amount 
of  salary  of  each.  Eespondent  elected  to  make  such  valua- 
tion, which  was  filed  with  the  Commission  early  in  April, 

1914.  An  objection  w^as  raised,  how-ever,  to  filing  the  list 
of  salaries  as  ordered,  and  a  hearing  was  held  on  April  3, 
1914,  on  respondent's  motion  for  the  modification  of  that 
part  of  the  order,  but  the  Commission  refused  to  modify 
the  order  and  on  April  29,  1914,  said  list  was  duly  filed. 
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On  considering  the  valuation  of  the  company's  property 
which  was  made  by  Messrs.  Ford,  Bacon  and  Davis,  engi- 
neers employed  by  the  company  upon  recommendation  of 
the  Commission,  there  arose  certain  questions  on  which  the 
Commission  desired  further  information,  which  was  fur- 
nished by  the  company  and  the  appraising  engineers  at  a 
public  hearing  at  the  office  of  the  Commission,  held  on 
Thursday,  May  21,  1914.  Final  briefs  were  filed  by  both 
sides  on  June  5,  1914,  and  the  case  was  thereupon  closed. 
The  Commission  bases  its  finding  and  conclusions  in  this 
case  upon  the  oral  and  documentary  evidence  presented  at 
the  various  hearings,  including  the  report  of  the  Commis- 
sion's accountant,  the  report  of  the  appraising  engineers 
and  the  regular  annual  reports  of  the  company  on  file  with 
the  Commission. 

STATEMENT   OF   FACTS. 

Briefly,  some  of  the  more  important  facts  are  as  follows : 
The  Bridgeport  Gas  Light  Company  was  chartered  in 
1849  and  was  organized  and  commenced  operation  in  1851. 
In  1885  the  Citizens'  Gas  Company  was  independently 
organized  for  the  purpose  of  supplying  fuel  gas  in  the  city 
of  Bridgeport.  In  1901  these  two  companies  were  merged 
to  form  the  present  Bridgeport  Gas  Light  Company,  the 
respondent  herein.  No  satisfactory  financial  records  of 
the  original  companies  prior  to  the  consolidation,  particu- 
larly as  regards  expenditures  under  plant  and  equipment 
accounts,  are  now  available,  and  although  records  of  such 
expenditures  by  the  consolidated  company  since  1901  are 
more  informative,  it  is  impossible  to  determine  therefrom 
with  any  certainty  a  valuation  of  the  company's  property 
based  upon  original  costs.  The  present  value  of  the  plant 
as  appraised  by  the  engineers,  after  deducting  from  the 
estimated  cost  to  reproduce  new  an  allowance  for  deprecia- 
tion, is  $3,417,034.  This  estimate  is  as  of  December  31, 1913. 
The  present  capitalization  of  the  company  is  $3,000,000, 
consisting  of  $1,000,000  par  value  of  4  per  cent,  bonds 
maturing  in  1952  and  $2,000,000  par  value  of  stock,  on 
which  the  present  rate  of  dividends  is  8  per  cent. 

Digitized  by  CjOOQ IC 


910        Connecticut  Public  Utilities  Commission. 

[Conn. 

The  present  rate  for  gas  charged  by  the  respondent  com- 
pany to  all  consumers,  excepting  the  city  of  Bridgeport, 
and  for  street  lighting  purposes,  is  $1.10  per  1,000  cubic 
feet,  less  10  cents  per  1,000  cubic  feet  for  payment  by  the 
tenth  of  the  month,  making  the  net  maximum  rate  charged 
$1.00  per  1,000  cubic  feet.  Prepayment  meters  are  also 
adjusted  to  a  rate  of  $1.00  per  1,000  cubic  feet.  This  is 
25  cents  less  than  the  rate  at  the  time  the  two  companies 
were  consolidated.  Sales  of  gas  expressed  in  thousands 
of  cubic  feet,  ranged  from  196,000  in  1902  to  560,879  for 
the  year  ending  June  30,  1913.  Oross  earnings  from  gas 
sales  in  1902  were  $234,960,  and  during  the  year  ending 
June  30,  1913,  were  $562,557.  The  operating  expense  in 
1902  was  $169,414,  and  $337,851  for  the  year  ending 
June  30,  1913.  Further  statistical  details  of  the  company 
will  be  noted  herein  as  required  in  the  development  of  the 
Commission's  finding. 

GENERAL   STATEMENT. 

The  purpose  of  this  case  is  to  determine  whether  or  not 
the  rate  of  the  company  is  unreasonable,  and  if  the  rate  is 
found  to  be  unreasonable,  to  determine  and  prescribe  a 
just  and  reasonable  maximum  rate  to  be  hereafter  charged. 
In  considering  whether  a  present  established  rate  is  rea- 
sonable or  unreasonable  the  conclusion  must  be  based  upon 
conditions  existing  at  the  time  the  complaint  is  made  or 
the  decision  rendered,  taken  in  connection  with  all  the  past 
history  of  the  company  up  to  that  time.  If  the  rate  is 
found  to  be  unreasonable  the  Commission  must  then  deter- 
mine a  just  and  reasonable  maximum  rate  to  be  thereafter 
charged,  and  in  the  determination  of  such  rate  it  is  proper 
to  consider  not  only  the  present  and  past  history  of  the 
company  (as  when  determining  the  reasonableness  of  an 
existing  rate),  but  also  to  consider  the  probable  normal 
^owth  of  the  company's  business  and  the  probable  effect 
of  the  proposed  change  in  rate  on  the  sales,  and  the  gross 
and  net  income  in  the  future.  To  qualify  itself  for  these 
purposes  the  Commission  has  examined  the  evidence  rela- 
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tive  to  the  present  value  of  the  company's  property,  the 
investments  of  the  bond  and  stockholders  in  the  company, 
the  estimates  of  annual  and  accrued  depreciation,  the  in- 
come and  expenses  of  the  company,  its  capitalization  at  the 
various  stages  of  its  existence,  the  returns  in  interest  and 
dividends  to  the  bondholders  and  stockholders,  and  sundry 
other  related  considerations. 

Owing  to  the  lack  of  reliable  information  obtainable 
from  the  company's  books,  it  has  appeared  advisable  in 
this  case  to  have  a  careful  valuation  of  the  company's 
property  made  by  responsible  engineers.  Since  no  appro- 
priation is  provided  which  would  warrant  the  Commission 
in  making,  or  having  made  at  the  expense  of  the  State, 
such  a  valuation  as  here  required,  it  was  agreed  by  the 
parties  that  a  valuation  made  for  the  company  by  ap- 
praisers recommended  or  approved  by  the  Commission  and 
the  report  of  such  appraisal  duly  checked  up,  would  be 
satisfactory. 

Among  others,  the  engineering  firm  of  Ford,  Bacon  and 
Davis,  of  New  York,  was  recommended  by  the  Commission 
and  subsequently  engaged  by  the  company  to  make  the 
appraisal.  The  engineers  made  this  appraisal  for  rate 
making  purposes,  but  without  instructions  or  directions 
from  the  Commission  as  to  the  manner  or  basis  of  making 
it,  or  as  to  the  different  items  to  be  included  as  subject  to 
valuation.  > 

To  assist  in  determining  the  true  present  value  of  the 
property  used  and  useful  for  supplying  the  public  utility 
is  the  main  object  of  the  engineers'  appraisal,  but  the 
methods  followed  by  experienced  engineers  in  performing 
this  work  differ  somewhat,  both  in  principle  and  theory, 
and  the  decisions  and  rulings  of  courts  and  commissions 
are  by  no  means  uniform.  The  firm  of  Ford,  B^cq^  i^nd 
Davis  has  had  wide  experience  in  this  kind  of  work,  how- 
ever, and  no  questions  were  originally  raised  by  either  the 
petitioners  or  the  respondent  as  to  their  qualification^,  the 
method  of  making  their  appraisal  or  the  value  placed  by 
;them  upon  the  different  items  appearing  in  their ^repqj^t. 
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The  Commission,  however,  questioned  the  propriety  of 
including  certain  items  as  part  of  the  value  upon  which  a 
return  must  be  allowed,  and  questioned  the  basis  of  the 
valuation  used  in  other  instances,  but  excepting  as  to  the 
items  so  affected,  which  are  hereinafter  more  specifically 
mentioned,  we  have  taken  the  report  as  showing  the  fair 
present  valuation  of  the  property  appraised  without 
specifically  passing  upon  or  approving  the  particular 
method  adopted  in  each  case. 

As  already  stated,  the  engineers  gave  the  present  valua- 
tion of  the  company's  property,  based  on  the  cost  to  repro- 
duce new,  less  depreciation,  as  $3,417,034.  After  careful 
consideration  the  Commission  is  of  opinion  that  $3,000,000 
is  a  reasonable  estimate  of  the  present  value  of  the  com- 
pany's property  upon  which  it  is  entitled  by  law  to  earn 
a  return.  The  difference  between  this  latter  figure  and 
that  of  the  engineers  is  made  up  of  reductions  of  their 
allowance  for  cost  of  organization  (to  the  amount  of 
$113,450),  expense  of  cutting  and  replacing  pavement  over 
mains  not  actually  incurred  by  the  company  (to  the  amount 
of  $165,449),  incidental  and  contingent  expenses  (to  the 
amount  of  $17,000),  property  owned  by  the  company,  but 
not  of  sufficient  present  or  future  usefulness  to  warrant  a 
return  on  its  full  present  value,  including  duplications 
(to  the  amount  of  $85,000),  and  smaller  reductions  on  other 
less  important  items,  including  interest  and  taxes  affected 
by  other  reductions  (to  the  amount  of  $35,000),  all  of  which 
reductions  total  $415,899.  Every  subdivision  of  the  report 
has  been  reduced,  where  necessary,  to  satisfy  the  Com- 
mission that  the  resulting  figure  represents  actual  value 
now  present  in  the  company's  property. 

It  will  be  noted  that  the  present  fixed  capital  of  the  com- 
pany is  $2,000,000  in  stock  and  $1,000,000  in  bonds,  so  that 
it  is  apparent  that  the  capitalization  is  fairly  represented 
at  this  time  by  actual  value  in  the  property  of  the  company. 

The  engineers  state  in  their  report,  and  counsel  for  the 
respondent  urges  upon  our  attention  that  the  estimate  of 
$3,417,034  includes  nothing  for  ''  going  concern  value,"  as 
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such.  It  is  contended  by  counsel  for  respondent  that  an 
additional  allowance  should  be  made  to  cover  this  item 
before  a  figure  can  be  reached  which  will  represent  the 
full  present  value  of  the  company's  property.  The  Com- 
mission admits  that  the  company  is  entitled  to  a  return 
upon  a  valuation  which  takes  into  account  that  it  is  a  live 
organization  actually  supplying  customers  and  so  of  more 
value  to  its  owners  than  it  would  be  if  idle  or  just  con- 
structed and  ready  to  solicit  business,  but  not  actually  in 
full  operation.  We  do  not  hold,  however,  that  to  the  full 
cost  to  reproduce  new,  less  depreciation,  any  addition 
should  be  made  for  value  inherent  in  the  physical  property 
because  the  company  is  actually  in  successful  operation. 
It  would  seem  that  by  crediting  the  company  with  prac- 
tically the  full  cost-to-reproduce-new-less-depreciation 
value,  based  on  the  engineers'  report,  we  are  already  ap- 
praising the  property  as  that  of  a  going  concern.  On  any 
other  theory  the  allowance  is  too  high,  for  if  the  company 
could  be  conceived  of  as  owning  all  its  present  property 
but  non-operating  and  non-productive,  then  the  actual 
value  of  the  tangible  property  to  its  owners  would  be  but 
a  fraction  of  what  it  would  cost  to  reproduce  it  new.  While 
we  can  see  no  reason  for  adding  to  the  appraisers'  figures 
for  physical  valuation  anything  more  because  the  company 
is  a  going  concern,  we  could  conceive  of  the  necessity  for 
subtracting  a  *' going  concern  value"  from  the  cost  to 
reproduce  new  in  case  the  company  were  no  longer  suc- 
cessful and  an  appraisal  were  necessary  in  foreclosure  pro- 
ceedings, for  instance. 

The  question  of  going  concern  value  is,  however,  btoader 
than  indicated  by  the  foregoing  discussion.  It  involves 
the  cost  of  reproduction  of  the  business  of  the  company, 
while  we  have  heretofore  considered  merely  the  cost  of 
reproducing  the  company's  physical  property. 

The  courts  have  very  uniformly  held  of  late  that  even 

in  rate  cases,  consideration  of  such  costs  should  be  given 

in  arriving  at  the  figure  upon  which  utility  companies  are 

entitled  to  earn  a  return.     One  of  the  most  elaborate  dis- 

7 
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cussions  of  this  question  appears  in  the  recent  case  of  the 
Kings  County  Lighting  Company  v.  New  York  Public 
Service  Commission  for  the  First  District.  Here  the  Com- 
mission reduced  the  company's  rate  without  apparently 
giving  full  consideration  to  going  concern  value.  The 
Appellate  Division  of  the  New  York  Supreme  Court  re- 
versed the  decision  of  the  Commission  on  the  groimds, 
among  others,  that  more  weight  should  have  been  given  to 
the  company's  claim  for  going  value  (156  App.  Div.  603). 
On  further  appeal  by  the  Commission  to  the  Court  of 
Appeals,  the  finding  of  the  Appellate  Division  was  con- 
firmed on  this  point  and  Justice  Miller,  who  wrote  the 
opinion,  rendered  March  24, 1914,  treated  at  length  on  what 
the  '  *  going  value  ' '  is  and  what  weight  must  necessarily 
be  given  to  it  in  such  cases  as  this.    He  says  in  part  : 

"  It  takes  time  to  put  a  new  enterprise  of  any  magnitude  on  its  feet, 
after  the  construction  work  has  been  finished.  Mistakes  of  construction 
have  to  be  corrected.  Substitutions  have  to  be  made.  Economies  have  to 
be  studied.  Experiments  have  to  be  made,  which  sometimes  turn  out  to 
be  useless.  An  organization  has  to  be  perfected.  Business  has  to  be 
solicited  and  advertised  for.  In  the  case  of  a  gas  company,  gratuitous 
work  has  to  be  done,  such  as  selling  appliances  at  less  than  a  fair  profit 
and  demonstrating  new  devices  to  induce  consumption  of  gas  and  to  edu- 
cate the  public  up  to  the  maximum  point  of  consumption.  None  of  these 
things  is  reflected  in  the  value  of  the  physical  property,  unless,  of  course, 
exchange  value  be  taken,  which  is  not  admissible  in  a  rate  case.  Tbe 
company  starts  out  with  the  *  bare  bones '  of  the  plant,  to  borrow  Mr. 
Justice  Lurton*s  phrase  in  the  Omaha  Water  Works  case  (supra).  By  the 
expenditure  of  time,  labor  and  money,  it  co-ordinates  those  bones  into  an 
efficient  working  organism  and  acquires  a  paying  business.  The  prop>er 
and  reasonable  cost  of  doing  that,  whether  included  in  operating  expenses 
or  not,  is  as  much  a  part  of  the  investment  of  the  company  as  the  cost 
of  the  physical  property."     •     •     •     • 

"  If  a  deficiency  in  the  fair  return  in  the  early  years  was  due  to 
losses  or  expenditures  which  were  reasonably  necessary  and  proper  in 
developing  efficiency  and  economy  of  operation  and  in  establishing  a 
business,  it  should  be  made  up  by  the  returns  in  later  years.  If  there  was 
a  fair  return  from  the  start  the  corporation  has  received  all  it  was  en- 
titled to,  irrespective  of  how  much  of  the  earnings  may  have  been  diverted 
to  the  building  up  of  the  business."     •     •     •     • 

"  The  first  question,  therefore,  to  determine  on  this  branch  of  the  ease 
was  whether  the  company  had  already  received  a  fair  return  on  its  invest- 
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ment.  If  it  had  received  snch  return  from  the  start,  or  if  in  later  years  it 
had  received  more  than  a  fair  return,  the  public  would  already  have 
borne  the  expense  of  establishing  the  business  in  whole  or  in  part,  and  to 
that  extent  the  question  of  '  going  value '  for  the  purpose  of  fixing  a 
present  rate  would  be  eliminated ;  for  it  must  constantly  be  kept  in  mind 
in  dealing  with  this  problem  that  the  company  is  entitled  to  a  fair  return 
and  no  more.  If  it  has  already  had  it,  that  is  the  end  of  the  matter.  If 
it  did  not  receive  a  fair  return  in  the  early  years  owing  to  the  establish- 
ment of  the  business,  a  subsequent  rate  must  allow  for  that  loss  or  it  will 
be  confiscatory.'' 

It  is  the  opinion  of  the  Commission  that  this  expresses 
fairly  the  importance  of  **  going  concern  value"  as  a 
factor  in  a  company's  valuation.  It  cannot  be  said  arbi- 
trarily that  any  given  percentage  on  the  valuation  of  the 
tangible  property  should,  in  all  cases,  be  allowed,  but  the 
whole  past  history  of  the  company  must  be  examined  to 
discover  whether  there  actually  is  any  net  unrequited  cost 
of  developing  the  business  which  should  now  be  capitalized 
in  order  that  the  company  may  secure  a  fair  return.  In 
some  cases  this  might  amount  to  as  high  as  30  per  cent,  of 
the  structural  cost,  as  in  one  instance  cited  by  the  respond- 
ent. In  others  it  might  amount  to  nothing.  We  must  con- 
sider the  facts  in  each  case  by  themselves. 

If  we  are  to  accept  Justice  Miller's  opinion,  above  quoted, 
that  the  investors  in  the  company  are  entitled  to  a  fair 
return  on  their  investments  through  all  the  years  of  the 
company's  existence,  it  becomes  necessary  to  ascertain 
what  those  investments  and  returns  have  actually  been. 

The  company  was  authorized  by  its  original  charter  to 
issue  capital  stock  of  not  to  exceed  $200,000  par  value. 
In  1874  it  was  authorized  by  charter  amendment  to  in- 
crease its  outstanding  stock  to  $300,000.  In  1886  it  was 
again  authorized  to  increase  its  stock  to  $600,000,  but  pre- 
vious to  1901  the  actual  amount  outstanding  never  exceeded 
$300,000,  at  which  figure  it  stood  when  the  Citizens'  Gas 
Company  was  absorbed.  In  1901  it  was  increased  to 
$1,300,000,  in  1909  to  $1,600,000  and  in  1913  to  $2,000,000. 
In  1901  the  company  retired  an  early  bond  issue  of  $50,000 
and  issued  new  bonds  to  the  amount  of  $1,000,000,  which 
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are  still  outstanding.  The  bond  issues  are  immaterial  to 
the  present  consideration,  for  it  is  apparent  that  the  bond- 
holders must  have  received  from  the  start  whatever  return 
they  were  entitled  to  as  interest.  The  inquiry  now  is  solely 
as  to  whether  the  stock  investments  have  yielded  a  fair 
return. 

The  evidence  shows  thlat  from  1851  to  1875  no  dividends 
were  paid,  all  earnings  above  expenses  being  put  back  into 
the  plant  for  extensions,  etc.  From  1876  to  1901,  10  per 
cent,  dividends  were  paid  annually.  In  1901  a  stock  dividend 
of  $700,000  was  declared.  From  1902  to  1908  no  further 
dividends  were  paid.  In  1909  a  stock  dividend  of  $350,000 
was  declared  and  additional  dividends  amounting  to 
$382,500  have  been  paid  previous  to  June  30, 1913,  the  date 
of  the  company's  latest  available  report.  A  brief  compu- 
tation, unnecessary  to  give  here  in  further  detail,  will  show 
that  since  1851  there  has  been  paid  in  cash  and  in  stock 
dividends,  which  for  the  present  purposes,  at  least,  are 
equivalent  to  cash,  nearly  two  and  one-fourth  million  dol- 
lars, which,  if  distributed  over  the  entire  period  of  the  com- 
pany's  life,  would  have  paid  over  7%  per  cent,  in  dividends 
on  the  stock  outstanding  each  year.  It  should  be  noted 
that  in  this  computation  the  return  is  based  on  the  total 
investment  of  the  stockholders  and  that  interest  has  been 
allowed  on  the  total  bonded  indebtedness  on  the  assump- 
tion that  both  the  bonds  and  stocks  represent  reasonably 
wise  investment  on  which,  under  the  most  liberal  theory, 
the  investors  could  be  entitled  to  a  return.  It  might  be 
claimed  that  the  company  was  not  entitled  to  such  a  liberal 
allowance,  but  the  conclusion  here  reached  is  that  even 
allowing  the  highest  possible  figure  for  the  investment  on 
which  the  return  must  be  provided,  it  appears  that  such  a 
return  has  actually  been  earned.  The  engineers '  estimate 
of  the  physical  value  of  the  plant  indicates  that  the  value 
now  present  is  at  least  equal  to  the  actual  investment  of  its 
owners,  so  it  must  be  that  the  value  of  their  investment 
has  been  kept  unimpaired  and  if,  as  indicated  above,  a  fair 
return  has  been  received  since  the  beginning,  it  is  difficult  to 
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see  how  any  additional  allowance  could  fairly  be  made  for 
**  going  concern  value  ''  as  a  capitalization  of  unrequited 
losses  incurred  in  building  up  the  company's  business. 

Practically  the  same  argument  is  applicable  in  answer 
to  the  respondent's  claim  that  allowance  for  **  going 
value  ''  should  be  made  to  offset  the  cost  of  building  up  the 
company's  organization.  The  cost  of  securing  customers, 
included  in  the  engineers'  report  at  $77,200,  and  deducted 
by  us  in  arriving  at  our  allowance  for  present  value,  is 
also  a  part  of  the  expense  of  creating  the  business  and 
under  the  theory  here  accepted  could  be  allowed  as  a  part 
of  the  **  going  concern  value  "  only  when  there  has  been 
an  apparent  deficiency  in  the  fair  returns  to  investors  in 
the  past.  Quoting  once  more  from  Justice  Miller's  opinion 
in  the  Kings  County  case  above  cited : 

"I  define  'going  value'  for  rate  purposes  as  involved  in  this  case  to 
be  the  amount  equal  to  the  deficiency  of  net  earnings  below  a  fair  return 
on  the  actual  investment  due  solely  to  the  time  and  expenditures  reason- 
ably necessary  and  proper  to  the  development  of  the  business  and  proj^- 
erty  to  its  present  stage,  and  not  comi)rised  in  the  valuation  of  the 
physical  property/' 

On  this  definition,  which  seems  to  be  comprehensive  and 
fair,  there  cati  be  no  allowance  made  in  this  case  for 
**  going  value.'' 

Accepting  the  figure  $3,000,000  as  a  fair  allowance  for 
the  present  value  of  the  property  of  the  Bridgeport  Gas 
Light  Company,  let  us  compare  witli  it  the  figures  repre- 
senting the  actual  investment  made  by  the  owners  of  the 
company  in  this  property.  These  figures  will  give  the 
actual  cost  to  them  of  the  property  on  which  they  now  seek 
a  return. 

Previous  to  1901  stock  was  issued  for  cash  to  the  amount 
of  $300,000,  in  1909  to  the  further  amount  of  $150,000,  and 
in  1913  to  the  amount  of  $400,000,  making  a  total  of  stock 
issued  for  cash  of  $850,000.  As  stated  in  the  discussion  of 
**  going  value  "  above,  the  stockholders  received  two  stock 
dividends,  one  of  $700,000  in  1901  and  one  of  $350,000  in 
1909,  both  of  which  fairly  represented  earned  profits  to 
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which  they  were  entitled.  It  is  immaterial  whether  these 
dividends  were  paid  to  them  in  cash  and  by  them  reinvested 
in  stock  of  the  company  or  whether  they  received  their 
dividends  in  stock  direct.  In  either  case  the  par  value  of 
the  stock  issues,  amounting  here  to  $1,050,000,  is  a  sum 
representing  a  part  of  their  investment  in  the  company  and 
is  part  of  the  cost  to  them  of  the  property  of  the  company. 
The  sale  of  the  Citizens '  Gas  Company  to  the  Bridgeport 
Gas  Light  Company  represents  a  further  investment  of  the 
stock  and  bondholders.  In  this  case  the  stock  and  bonds 
were  issued  not  for  cash,  but  in  exchange  for  property. 
To  a  certain  extent  it  is  the  same  as  though  the  stock  and 
bonds  had  been  sold  for  cash  and  the  proceeds  invested 
in  the  assets  of  the  Citizens'  company.  It  is  unnecessary 
here  to  review  in  detail  the  circumstances  of  the  purchase 
of  the  Citizens'  company  because  it  is  clear  from  the  evi- 
dence that,  whatever  the  value  received,  the  price  paid  was 
$300,000  in  stock  (later  retired  in  exchange  for  a  new  issue 
of  stock  with  par  value  of  $100,000)  and  $950,000  in  4  per 
cent,  bonds.  The  only  other  investment  of  the  owners  in 
the  company  was  the  early  issue  of  $50,000  in  bonds,  retired 
in  1901,  at  the  time  of  the  new  issue  of  $1,000,000.  To  sum- 
marize these  figures,  it  appears  that  the  stockliolders  have 
contributed : 

$850,000        In  casli, 

1,050,000        In  the  form  of  stock  dividends, 
100,000        Represented  by  property  of  the  Citizens'  Gas  Company. 


$2,000,000        Stock  outstanding. 


Tlio  bondholders  have  contributed: 
$.50,000        In  cash, 
050,000        Represented  by  property  of  the  Citizens'  Gas  Company- 


$1,000,000         Bonds  outstanding. 


While  it  might  be  contended  in  the  interest  of  the  com- 
pany that  tlie  investment  of  the  owners  was  $3,000,000,  as 
indicated  by  the  foregoing  figures,  still  it  is  the  rule  of  the 
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courts  when  stocks  and  bonds  are  issued  in  payment  for 
original  construction,  or  as  in  this  case,  upon  purchase  of 
competing  properties  or  consolidations  of  two  or  more 
companies,  to  inquire  into  the  actual  value  of  the  property 
constructed  or  purchased,  rather  than  to  take  at  their  face 
value  the  issues  of  stock  or  bonds  which  may  have  been 
made  in  payment.  Thus,  in  the  case  of  Knoxville  v.  Knox- 
ville  Water  Company y  212  U.  S.  1,  it  is  stated  that  **  bonds 
and  stocks  issued  for  its  purchase  and  construction  in 
excess  of  its  cost,  and  by  and  to  parties  interested  in  and 
controlling  the  company  afford  neither  measure  or  guide. ' ' 
Here  the  cost  of  the  Citizens'  company  to  the  Bridgeport 
Gas  Light  Company  was  $100,000  in  stock  and  $950,000  in 
bonds  —  securities  totalling  in  par  value  $1,050,000.  This 
price  in  stocks,  and  bonds  was  paid  for  the  same  property 
which  had  just  previously  been  sold  on  foreclosure  for  the 
nominal  sum  of  $85,000,  after  having  been  valued  at 
$400,000  by  appraisers  appointed  by  the  court  in  the  fore- 
closure proceedings.  Upon  opening  the  books  of  the  reor- 
ganized company  in  1901-1902  the  newly  acquired  property 
was  carried  to  the  plant  and  equipment  account  at  a  valua- 
tion of  $502,943.47.  Even  accepting  this  highest  figure 
as  representing  the  value  put  upon  the  property  by  the 
new  owners,  it  is  apparent  that  the  actual  worth  of  the 
investment  was  nearer  $500,000  than  the  $1,050,000  in  secu- 
rities issued  in  payment.  A  summary  of  the  foregoing 
statements  shows  the  real  cost,  to  the  owners,  of  the  entire 
Bridgeport  Gas  Light  Company  property  to  have  been 
approximately  $2,450,000,  thus : 

$850,000  Paid  in  cash  for  stock. 

1,050,000  In  stock  dividends. 

50,000  Paid  in  cash  for  bonds. 

500,000  Represented  by  value  in  Citizens'  Gas  Company  property. 


$2,450,000        Total  Investment. 


We  now  have  for  the  basis  of  the  net  return  which  the 
company  is  entitled  to  earn  two  figures,  one  of  $3,000,000 
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representing  the  present  value  of  all  its  property,  and  the 
other  of  $2,450,000  representing  what  the  owners  of  the 
company  had  expended  to  acquire  this  property. 

It  is  now  necessary  to  consider  how  these  two  figures  are 
to  be  used. 

LEGAL  principles  INVOLVED. 

In  examining  the  many  theories  for  the  solution  of  rate 
making  problems  it  is  important  to  bear  in  mind  that  there 
are  two  distinct  classes  of  rate  cases,  each  involving  its  pe- 
culiar diflBculties.  The  first  class,  and  the  one  in  which  this 
matter  belongs,  comprises  the  cases  before  bodies  having 
legislative  authority  where  the  question  is  whether  rates 
established  by  the  companies  themselves  are  unreasonable 
and  the  other  class  comprises  oases  before  the  courts 
wherein  rates  established  by  legislative  authority  are  ex- 
amined in  the  light  of  constitutional  provisions  safeguard- 
ing private  property  from  confiscatory  legislation.  What- 
ever different  principFes  may  be  involved  in  the  two  classes 
of  cases,  it  is  at  least  true  that  any  legislative  made  rate 
can  be  finally  set  aside  by  the  courts  if  it  is  shown  that  the 
returns  under  such  rate  will  be  so  limited  as  virtually  to 
amount  to  a  confiscation  of  the  company's  property.  It 
follows,  therefore,  that  whatever  line  of  argument  may 
guide  a  Commission  like  this  in  passing  upon  the  reason- 
ableness of  a  company  made  rate,  if  the  rate  be  finally  ad- 
judged unreasonable  and  the  Commission  establishes  a 
lower  one,  then  the  rate  so  established  must  at  least  be  high 
enough  to  promise  the  company  a  return  which  will  not  be 
adjudged  illegal  on  constitutional  grounds. 

The  courts  have  defined  in  some  detail  the  characteristics 
of  a  confiscatory  rate,  so  that  the  problem  presented  to  the 
Commission  affords  but  few  difficulties  from  that  aspect.  In 
other  words,  it  is  comparatively  easy  on  the  basis  of  the 
legal  principles  laid  down  by  the  courts,  when  applied  to 
the  figures  accepted  by  the  Commission  in  this  case,  to  com- 
pute with  some  certainty  what  rate  would  be  sustained. 
This  is  not  saying,  however,  that  it  would  be  unreasonable 
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for  the  company  to  charge  in  the  first  place  a  rate  higher 
than  such  minimum  rate.  It  rests  in  the  discretion  and 
judgment  of  the  Commission,  after  considering  all  the  facts, 
to  declare  whether  or  not  an  existing  rate  is  so  much  higher 
than  the  minimum  rate  which  the  courts  would  require,  as 
to  be  unreasonable,  and  if  so,  what  intermediate  rate  it 
would  be  reasonable  for  the  company  to  charge. 

In  considering  cases  similar  to  this  the  various  rate  mak- 
ing bodies  have  advanced  certain  theories  for  determining 
the  reasonableness  of  established  rates.  It  seems,  however, 
to  be  the  growing  practice  to  rely  on  the  principles  laid 
down  by  the  courts  in  defining  the  characteristics  of  a  con- 
fiscatory rate,  and  to  declare  according  to  the  judgment 
and  discretion  of  the  rate  making  body  whether  the  exist- 
ing rate  so  far  exceeds  such  minimum  rate  as  to  be  un- 
reasonable. 

In  the  case  of  San  Diego  Land  and  Town  Company  v. 
Jasper,  189  TT.  S.  439,  Justice  Holmes  states  in  the  opinion 
that, 

"  It  no  longer  is  open  to  dispute  that  under  the  constitution  '  what  the 
company  is  entitled  to  demand  in  order  that  it  may  have  just  compensa- 
tion, is  a  fair  return  upon  the  reasonable  value  of  the  property  at  the 
time  it  is  being  used  for  the  public'  That  is  decided,  and  is  decided  as 
against  the  contention  that  you  are  to  take  the  actual  cost  of  the  plant, 
annual  depreciation,  etc.,  and  to  allow  a  fair  profit  over  and  above 
expenses." 

A  rate  which  will  pass  court  inspection,  therefore,  must 
yield  a  fair  return  on  the  reasonable  present  value,  which 
here  is  taken  as  $3,000,000.  The  **  fair  return  ''  will  vary 
with  the  circumstances  of  each  case.  The  most  frequently 
cited  authority  on  this  point  is  probably  the  decision  of  the 
United  States  Supreme  Court  in  the  so-called  New  York 
Consolidated  Gas  case  where  it  was  declared  (212  TT.  S.  19) : 

"There  is  no  particular  rate  of  compensation,  which  must  in  all  cases 
and  in  all  parts  of  the  country  be  regarded  as  sufficient  for  capital  in- 
vested in  business  enterprises.  Such  compensation  must  depend  greatly 
upon  circumstances  and  locality;  among  other  things,  the  amount  of  risk 
in  the  business  is  a  most  important  factor,  as  well  as  the  locality  where 
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the  business  is  conducted  and  the  rate  expected  ai^d  usually  realized  there 
upon  investments  of  a  somewhat  similar  nature  with  regard  to  the  risk 
attending  them.  There  may  be  other  matters  which  in  some  cases  might 
also  be  properly  taken  into  account  in  determining  the  rate  which  an 
investor  might  properly  expect  or  hope  to  receive,  and  which  he  would 
be  entitled  to  without  l^:iBlative  interference.  The  less  risk,  the  less 
light  to  any  unusual  returns  upon  the  investments.  One  who  invests  his 
money  in  a  business  of  a  somewhat  hazardous  character  is  very  properly 
held  to  have  the  right  to  a  larger  return,  without  legislative  interference, 
than  can  be  obtained  from  an  investment  in  government  bonds  or  other 
perfectly  safe  security.    *    *    * 

"Taking  all  facts  into  consideration,  we  concur  with  the  court  below 
on  this  question,  and  think  complainant  is  entitled  to  6  per  cent,  on  the 
fair  value  of  its  property  devoted  to  the  public  use." 

In  view  of  this  opinion  and  other  recent  decisions  affirm- 
ing the  principles  here  laid  down,  it  is  reasonable  to  assume 
that  the  courts  would  protect  the  respondent  in  earning  a  6 
per  cent,  return,  or  the  equivalent  of  the  legal  interest  rate, 
if  possible.  This  would  call  for  a  net  annual  income  of 
$180,000.  There  may  be  some  grounds,  however,  for  l)e- 
lieving  that  even  a  less  return  would  not  be  confiscatory  in 
view  of  all  the  circumstances  in  this  case,  and  while  the 
Commission  is  not  to  be  understood  as  holding  that  a  less 
return  would,  in  fact,  be  compensatory,  we  will  assume  for 
the  present  that  even  a  5  per  cent,  rate  or  $150,000  net  re- 
turn might  not  be  adjudged  confiscatory.  This,  we  believe 
is  without  any  doubt  the  limit  to  which  a  prescribed  rate 
could  reduce  the  net  income  of  this  company  and  be  sus- 
tained. 

The  petitioners  apparently  based  their  claims  principally 
on  the  so-called  investment  or  original  cost  theory  under 
which  any  rate  is  unreasonable  which  yields  more  than  a 
fair  net  return  on  the  amount  of  the  actual  investment  of 
the  company  now  represented  by  property  reasonably  use- 
ful for  the  purposes  of  a  utility.  Where  this  theory  can  be 
applied  by  a  rate  making  body  and  the  rate  approved  will 
promise  a  net  return  equal  to  or  in  excess  of  a  compensa- 
tory income,  it  might  be  justified.  Unless  it  does  promise 
such  a  return,  however,  it  cannot  be  rigidly  adhered  to.    A 
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few  figares  will  illustrate  the  application  of  this  statement 
to  the  present  case. 

As  shown  above,  the  in<3ome  required  for  compensation  is 
at  least  $150,000  and  probably  is  nearer  $180,000.  Taking 
the  $2,450,000  herein  estimated  as  representing  the  actual 
cost  to  the  investors,  and  if  it  appears  that  the  present  net 
return  is  in  excess  of  6  per  cent,  on  this  amount,  we  cannot 
undertake  to  reduce  the  income  unless  it  also  exceeds  the 
$150,000  which  the  law  will  allow  the  company  to  earn  if  it 
can.  And  even  then,  it  would  not  be  equitable  to  reduce  the 
income  unless  it  so  far  exceeds  the  minimum  requirements 
as  in  the  judgment  of  the  Commission  to  be  plainly  un- 
reasonable. 

RETURNS  EARNED  BY  THE    COMPANY. 

The  company's  annual  report  for  the  fiscal  year  ending 
June  30,  1913,  the  latest  available,  shows  the  apparent  net 
income  for  that  year  to  have  been  $221,242.57. 

Sales  of  gas  and  by-products $362,507  72 

Other  income  7,5(K)  48 

Total  income  $o70,()67  20 

Operating  expenses $337,851  (),5 

Other  expenses 10,972  9S 

Total  expense 348,824  63 

Net  Income $221,242  67 


This  account  includes  an  allowance  of  only  $30,000  for 
depreciation.  According  to  the  testimony  this  was  an  arbi- 
trary allowance  and  not  intended  actually  to  offset  the  en- 
tire annual  depreciation.  Based  on  the  Ford,  Bacon  and 
Davis  report  the  respondent  claims  that  $67,000  would  more 
nearly  represent  the  actual  depreciation.  On  the  same  fig- 
ures the  Commission  computes  it  as  a  somewhat  less  amount 
and  scaling  the  allowance  down  proportionately  to  corre- 
spond wdth  the  reduced  figure,  $3,000,000,  taken  for  pr(»sent 
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true  value,  it  is  probable  that  a  fair  allowance  for  annual 
depreciation  on  the  so-called  **  straight  line  "  basis  would 
be  at  least  $48,000.  Petitioners  conceded  the  necessity  of  a 
proper  allowance  for  depreciation  before  net  income  could 
be  figured,  so  it  is  unnecessary  further  to  justify  this  allow- 
ance, which  is  certainly  not  excessive.  This  figure  is  $18,- 
000  more  than  that  included  in  the  above  account.  Reduc- 
ing the  apparent  net  income  by  this  $18,000  gives  $203,- 
242.57  as  the  actual  net  income  of  the  company  for  the  year 
ending  June  30,  1913.  This  is  about  $53,000  more  than  the 
very  lowest  income  which  the  law  would  require,  and  only 
$23,000  above  what  it  is  reasonable  to  assume  that  the 
courts  would  allow  as  a  compensatory  return.  In  the  view 
we  take  of  this  matter  we  must  declare  whether  or  not  an 
excess  of  $23,000  to  $53,000  above  mere  compensation  is  so 
unreasonable  as  to  warrant  us  in  lowering  the  rate  under 
which  this  income  is  derived.  Before  making  that  decision, 
however,  it  is  proper  to  consider  certain  possible  objections 
which  might  be  raised  to  the  premises  above  adopted. 

The  Ford,  Bacon  and  Davis  valuation  on  which  our  esti- 
mate of  present  value  is  based,  was  dated  as  of  December 
31,  1913,  while  the  figures  showing  the  net  income  of  the 
company  are  those  of  the  year  ending  six  months  earlier. 
There  was  no  testimony  regarding  any  material  variation 
in  the  company's  property  during  these  months,  and  the 
Commission  believes  that  the  figure  adopted  for  present 
value  is  fair  to  both  parties  even  when  used  in  connection 
with  the  earlier  figures  for  income. 

The  business  of  the  year  ending  June  30,  1913,  has  been 
considered  as  representing  normal  present  conditions.  The 
testimony  contains  no  implication  to  the  contrary.  The 
Commission  has,  however,  considered  in  detail  all  available 
information  regarding  the  business  of  earlier  years  and 
finds  no  reason  for  questioning  the  fairness  of  the  figures 
used. 

Eegarding  the  consideration  to  be  given  future  income 
and  expenses,  we  would  repeat  what  was  stated  earlier,  that 
it  is  our  duty  to  determine,  in  the  first  place,  whether  the 
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present  rate  is  now  unreasonable  an<l  in  that  determination 
the  operation  of  the  rate  during  the  latest  period  which  we 
can  examine  is  the  chief,  if  not  the  sole  criterion  of  reason- 
ableness, and  if  on  the  basis  of  such  business  the  rate  does 
not  appear  unreasonable,  it  must  be  sustained.  The  only 
warrant  for  a  speculation  on  future  conditions  is  a  finding 
that  the  present  rate  is  unreasonable  and  that  a  new  rate 
must  be  prescribed.  Then  it  would  be  not  only  proper  but 
necessary  to  consider  the  effect  of  the  prospective  rate  in 
the  future. 

GENERAL   CONCLUSIONS. 

Assuming  that  a  rate  allowing  a  net  return  of  $150,000^ 
or  5  per  cent.,  on  the  value  of  the  company *s  property,  is 
the  lowest  rate  that  could  be  decreed  in  this  case,  without 
being  subject  to  reversal  on  the  ground  of  confiscation,  the 
Commission  believes  that  better  and  more  satisfactory  ser- 
vice can  be  furnished  the  public  if  the  company  has  a  larger 
margin  of  profit,  so  that  necessary  capital  can  be  procured 
when  needed  for  extensions  and  improvements. 

While  there  is  more  or  less  uniformity  as  to  what  is  the 
minimum  rate  that  can  be  allowed  without  being  subject  to 
the  charge  of  confiscation,  there  is  less  definiteness  as  to 
what  should  be  or  may  be  a  maximum  rate  of  return.  The 
greater  the  hazard,  the  greater  the  rate  of  return  allowable 
in  order  to  attract  necessary  capital  and  give  reasonable 
security  to  the  investors.  The  risk  and  stability  of  the  busi- 
ness, conducted  by  the  different  public  service  companies 
vary  according  to  the  particular  line  engaged  in. 

For  illustration,  the  stability  and  permanency  of  furnish- 
ing a  water  supply,  one  of  nature's  unchanging  products, 
cannot  be  questioned.  The  necessity  of  providing  trans- 
portation and  communication  along  present  lines  or  pres- 
ent lines  improved  is  fairly  assured,  but  to  what  extent  the 
consumption  may  be  limited  by  the  constantly  improved  de- 
vices for  augmenting  the  heat  and  lighting  power  of  a  given 
quantity  of  gas  or  to  what  extent  the  growing. development 
of  the  uses  of  electricity  may  supersede  gas  for  lighting 
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and  other  purposes  is  problematic,  yet  to  some  extent  seems 
certain,  and  the  nature  of  a  gas  plant  or  an  abandoned  or 
disused  portion  of  a  gas  plant  is  such  that  it  cannot  be  read- 
ily utilized  for  any  other  purpose. 

The  net  income  of  the  company  under  the  present  rates, 
for  the  fiscal  year  ending  June  30,  1913,  after  allowing  in 
the  expense  account  $48,000  for  depreciation,  is  $203,242.57 
or  approximately  6%  per  cent,  on  the  value  of  the  com- 
pany's property,  estimated  at  $3,000,000. 

Assuming  the  company's  present  net  income  to  be  $203,- 
242.57  a  reduction  in  the  rate  of  say  10  cents  per  1,000  cubic 
feet  would  reduce  the  gross  income  and  consequently  the 
net  income  approximately  $56,000  based  on  present  sales, 
leaving  the  net  income  $147,242.57,  or  less  than  what  has 
been  considered  necessary  to  avoid  the  charge  of  confisca- 
tion. 

finding  and  obdeb. 

Under  all  the  circumstances  connected  with  this  case  the 
Commission  is  of  the  opinion  that  the  present  rate  of  return 
is  fairly  liberal  and  that  should  the  company's  business  in- 
crease during  the  next  few  years  in  the  ratio  of  increased 
income  and  expenses  shown  during  the  past  ten  years  a  re- 
duction of  rate  should  be  anticipated.  On  the  other  hand, 
considering  the  risk  assumed,  the  increasing  cost  of  opera- 
tion, the  better  and  more  extended  service  that  can  fairly 
be  required  of  and  furnished  by  a  company  with  a  fair 
margin  of  profit  above  mere  compensation,  we  are  of  opin- 
ion that  the  present  rate  of  the  company  is  not  unreason- 
able. 

For  the  reasons  herein  stated  the  petition  is  denied. 

We  hereby  determine  and  direct  that  notice  of  the  fore- 
going finding  and  decree  be  given  to  ten  signers  of  said 
petition  and  to  the  Bridgeport  Gas  Light  Company,  by 
Henry  F.  Billings,  secretary  of  this  Conamission,  by  for- 
warding to  each  a  true  and  attested  copy  hereof,  by  regis- 
tered mail,  on  or  before  July  24, 1914,  and  due  return  make 
hereon. 

Dated  at  Hartford,  Connecticut,  this  thirteenth  day  of 
July,  A.  d.  1914. 
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Ix  THE  Matter  of  the  Application  op  the  Camas  Praibib 
Eailboad  Company  for  Permission  to  Publish  and  Put 
into  Effect  on  Less  than  Statutoby  Notice  a  Local 
Fbeight  Tabiff  Naming  Bate  on  Tblegbaph  Con- 
STBucTiON  Outfit  between  Culdesee  and  Gbangeville, 
Idaho. 

Order  No.  134  —  Case  No.  71. 

Decided  June  29,  1914. 

Spe^al  Bate  for  Transportation  by  Bailroad  of  Ck>nstrnction  Ontflt  of  a 

Telegraph  Company  for  Use  in  Ck>n8tmctlon  of  Telegraph 

Line  along  Said  Bailroad  Approved. 

Obdeb. 

On  June  25,  1914,  the  Camas  Prairie  Bailroad  Company 
made  application  to  the  Public  Utilities  Commission  of  the 
State  of  Idaho  for  i)ermission  to  publish  and  put  into  effect 
on  less  than  the  statutory  notice  a  local  freight  tariff 
naming  a  rate  on  the  construction  outfit  of  The  Western 
Union  Telegraph  Company  between  Lewiston  and  Culdesee, 
Idaho,  and  Culdesee  and  Grangeville,  Idaho,  of  ten  cents 
per  car  per  mile. 

And,  it  appearing  to  the  Commission  that  this  movement 
mentioned  is  for  the  purpose  of  constructing  a  telegraph 
line  along  the  line  of  said  railroad  and  in  which  the  appli- 
cant has  common  interest  with  the  said  telegraph  company 
and  that  by  establishing  such  rates  no  injury  will  be  done 
to  the  public,  and,  it  appearing  from  said  application  that 
sufficient  grounds  have  been  shown  why  said  rate  should 
be  published  and  put  into  effect  on  less  than  the  statutory 
notice ; 

It  is,  therefore,  ordered,  That  the  applicant  be,  and  it  is 
hereby,  permitted  to  establish  and  put  into  effect  the 
tariff  above  mentioned,  the  same  1o  become  effective  on 
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June  26, 1914,  and  to  continue  in  effect  until  further  order 
of  the  Commission  in  the  premises. 

It  is  further  ordered,  That  the  said  applicant  file  with  the 
Commission  its  schedule  of  such  rates  and  that  it  keep  on 
file  in  its  own  oflfices  at  Grangeville,  Lewiston  and  Culdesee, 
Idaho,  a  copy  thereof  for  public  inspection  at  all  reasonable 
hours. 

Done  in  open  session  at  Boise,  Idaho,  this  twenty-ninth 
day  of  June,  1914. 
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In  the  Matteb  of  the  Complaint  of  C.  H.  Casebolt  v. 
Sligo  and  Eastern  Railroad  Company,  Iron  County 
Central  Ra^ilroad  Company  and  Sligo  Furnace  Com- 
pany. 

Case  No.  165. 

Decided  June  8,' 1914* 

Oonstitatloiial  Law  — ^  Ck>niiiii8sioiiB  —  Courts  — Procedure. 

The  Missouri  Public  Service  Commission  performs  a  delegated  quasi- 
l^;i8lative  and  administrative  function,  and  the  fact  that  it  is  frequently 
called  upon  to  determine  legal  questions  or  follow  quasi-legal  procedure 
does  not  make  it  a  court  within  the  meaning  of  Article  VI,  Section  1, 
Missouri  Constitution. 

Dae  Process  of  Law. 

The  Public  Service  Commission  Law  is  not  violative  of  the  Federal  and 
State  constitutional  provisions  against  depriving  persons  of  property 
without  due  process  of  law. 

Trial  by  Jury  —  Procedure  Before  Commission. 

The  powers  of  this  Commission  are  not  of  a  strictly  judicial  nature: 
rather,  they  are  administrative  of  delegated  legislative  power  and  in  pro- 
cedure utterly  unsuited  to  trial  by  jury.  Held:  The  provisions  of  the 
Public  Service  Commission  Law  do  not  infringe  upon  the  constitutional 
provision  guaranteeing  "  the  right  of  trial  by  jury,  as  heretofore  enjoyed." 

Res  Judicata  —  Jurisdiction  —  Proceedings  Before  Commission. 

The  doctrine  of  res  judicata  cannot  operate  to  conclude  the  exercise  of 
functions  that  are  ambulatory  and  mutable,  like  those  of  a  body  adminis- 
trative of  legislative  etiactments.  In  the  present  case,  proceedings  had 
before  the  former  Board  of  Railroad  and  Warehouse  Commissioners  held 
not  to  be  res  judicata,  so  as  to  preclude  the  jurisdiction  of  this  Commis- 
sion. 

Procedure  —  Pleadings  —  Sufficiency  of  Complaint  —  Evidence. 

Technical  rules  of  pleading  and  evidence  need  not  be  observed  in  pro- 
cedure before  the  Commission  —  a  substantial  compliance  with  the  re- 
quirements of  the  Public  Service  Commission  Law  being  sufficient. 


•  Motion  for  rehearing  overruled  June  23,  1914. 
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Oommon   Carrlars  —  Public    Highways  —  BaUzoads   over   Three    MUes    In 
Length  —  Bates  —  Jnilsdlctlon  of  Oommission. 

The  Act  of  1911,  Laws  1911,  Pages  161-2,  declaring  "any  steam  or 
electric  railroad  three  miles  or  more  in  length  "  to  be  "  a  public  highway  " 
and  "  subject  to  all  the  laws  of  this  State  applicable  to  common  carriers," 
and  empowering  the  Railroad  and  Warehouse  Commissioners  to  make 
rates  for  freight  and  classify  and  enforce  the  same  with  respect  to 
oommon  carriers  is  constitutional  and  converts  railroads  three  miles  or 
more  in  length,  whether  or  not  they  are  constructed  on  private  property 
and  used  solely  and  exclusively  for  the  purposes  of  the  owner,  into 
common  carriers;  and  the  mere  fact  that  a  private  railroad  is  operated 
under  a  business  charter  and  not  technically  incorporated  as  a  railroad 
is  not  decisive  of  the  status  of  such  railroad. 

Constitutional  Law  —  Police  Power  —  Condemnation  of  Private  Property  — 
Just  Compensation  —  Jury  Trial  —  Due  Process  of  Law. 

An  act  making  all  railroads  three  miles  or  more  in  length  ''  public 
highways  "  and  subject  to  the  laws  applicable  to  "  common  carriers  *' 
is  a  proper  exercise  of  the  police  power  of  the  State,  which  power  is 
distinct  from  the  condemnation  of  private  property  for  public  use,  and 
does  not  contravene  the  provisions  of  the  Constitution  requiring  due 
process  of  law,  a  judicial  determination  of  the  question  whether  a 
specified  use  is  public  or  not,  or  that  private  property  cannot  be  taken 
for  public  use  without  just  compensation  ascertained  by  a  jury. 

Policy  of  the  Commission. 
This  Commission  will  require  that  to  be  done  which  moral  honesty 
to  the  public  and  good  faith  in  law  require  to  be  done. 

Dnty  of  Common  Carriers —^  Public  Highways  —  EstoppeL 
Common  carriers  must  devote  their  property  to  public  use.  A  cor- 
poration operating  as  a  common  carrier,  or  possessing  a  road  which  is  a 
public  highway,  or  doing  things  equivalent  to  such  in  law,  is  estopped 
irom  denying  the  corresponding  obligations  and  duties  which  by  law 
rest  on  such  corporations  j  and  while  a  corporation  crinnot  legally  in- 
voke a  usurped  law  or  privilege  in  its  favor,  yet  if  it  does  in  fact 
assume  to  usurp  such  law  or  privilege,  it  will  not  be  heard  to  repudiate 
the  corresponding  obligations  in  proceedings  seeking  their  enforcement. 

Private  Corporations  —  When  Chargeable  with  Duty  of  Public  Carrier. 

An  industrial  company  which  causes  two  common  carriers  to  be  in- 
corporated virtually  for  its  own  purposes,  and  which  injects  between 
them  its  privately  owned  track  so  as  to  paralyze  the  usefulness  of  such 
carriers  to  the  public,  will  be  required  to  allow  its  privately  owned 
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tracks  to  be  used  as  a  public  highway  connecting  the  two  carriers, 
thereby  making  them  useful  to  the  public  as  common  carriers. 

Common  Carriers  —  Private  Corporations  —  Ballroads  —  Duty  to  tlie  Public 
—  Public  Convenience  and  Necessity  —  Service. 

Every  right  granted  by  the  public  involves  a  coiTesponding  duty  on  the 
part  of  the  grantee  —  a  public  privilege  and  a  public  obligation  being 
reciprocal.  In  the  present  case  three  interrelated  corporations  —  two  of 
which  are  incorporated  as  common  carriers,  the  other  as  a  private  business 
corporation  with  power  to  construct  and  operate  railways,  etc.,  for  the 
transportation  of  persons  and  freight  —  own  and  operate  links  of  rail- 
road trackage  which  are  connected  and  form  a  continuous  line  of  track 
several  miles  in  length  and  connected  with  an  independent  common  carrier. 
The  business  corporation,  finding  itself  unable  to  construct  and  operate 
a  private  road  between  desired  points,  invoked  the  law  of  the  State  to 
create  the  two  common  carriers  in  order  that  it  might  secure  certain  cor- 
porate privileges  denied  private  corporations;  and  thereafter  agreements 
were  entered  into  between  the  triune  corporations  covering  the  transpor- 
tation of  products  of  the  business  corporation  to  the  exclusion  of  others. 
The  rails  of  the  business  corporation  extend  for  several  miles  over  its 
private  property  and  are  so  situate  as  to  subject  the  rails  of  the  two 
common  carriers  to  its  exclusive  private  purposes.  Thus  excluding  from 
several  thousand  people  much  needed  railroad  facilities,  the  private  cor- 
poration dominates  and  places  in  commercial  servitude  the  entire  com- 
munity. 

Held:  The  acts  and  declarations  —  threatened  condemnation  proceed: 
ings,  crossing  of  public  highways,  transportation  of  freight  for  indi- 
viduals, etc. —  of  the  interrelated  corporations  have  impressed  upon  the 
entire  line  of  railroad,  including  that  owned  by  the  business  corporation, 
a  public  use  and  interest  as  a  common  carrier.  An  order  is  entered  re- 
quiring defendants  to  operare  as  common  carriers  of  freight  over  the 
entii*e  length  of  the  roadway. 

Lack  of  Equipment. 

The  mere  fact  that  a  railroad  corporation  has  no  rolling  stock,  or  the 
fact  that  a  company  is  primarily  incorporated  as  a  business  concern,  will 
not  relieve  corporations  from  their  obligations  as  common  carriers,  pro- 
vided such  obligations  otherwise  exist. 

Disclaimer  of  Public  Obligation. 

If  the  natural  consequences  of  a  corporation's  acts  subjects  its  rails 
to  use  as  a  public  utility,  it  cannot  evade  responsibility  by  having  always 
disclaimed  being  a  public  carrier  when  demand  was  made  by  persons 
wishing  to  use  its  road  for  transportation. 
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[Ma 
Bpedflc  Acts  Showing  Assumption  of  Oharacter  —  Crossing  Pablic  Higli- 
ways  —  Condemnation  Proceedings  —  Tranq;>ortation  of  Property. 
The  following  acts  are  held  to  ^ow  an  assumption  of  the  character  of 
a  common  carrier  by  corporations  transporting  goods  by  rail:  Applica- 
tion to  a  county  court  and  obtaining  permission  to  lay  rails  across  pablic 
roads;  agreements  with  individuals  to  transport  freight;  instances  of  car- 
riage for  hire;  threatening  condemnation  proceedings  to  secure  necessary 
rights  of  way  —  the  first  and  last  being  equivalent  to  a  declaration  of 
public  use. 

Contracts  Excluding  Public  ftom  Use  of  Property  —  Public  Policy. 

Contracts  between  interrelated  companies  excluding  the  public  from 
the  benefits  of  service  over  the  tracks  of  common  carriers  are  contrary  to 
public  policy  and  void. 

Private  or  Public  Carriers  —  Public  Conyenience  and  Necessity  —  Test 
The  claim  that  only  a  limited  number  of  persons  will  be  benefited  by 
the  use  of  an  existing  railroad  is  not  conclusive  as  to  whether  or  not  it 
is  a  private  or  a  public  carrier  —  the  test  is  whether  there  is  a  real  pos- 
sibility of  use  as  a  matter  of  right  by  all  within  the  sphere  of  service^ 
whether  these  l»e  few  or  many. 

Common   Carriers  —  Ballroads  —  Passenger   and   Freight  Service — Equip- 
ment —  Facilities. 

Where  the  evidence  fails  to  disclose  a  demand  for  passenger  service  over 
railroads  built  to  furnish  transportation  for  freight  and  not  suitably 
built  to  afford  passenger  service,  an  order  may  be  entered  directing  the 
establishment  of  freight  service  only.* 


In  the  Matter  of  the  Complaint  of  McGbegor-Noe  Hard- 
ware Company  et  al.  v.  Springfield  Gas  and  Electric 
Company  and  Springfield  Traction  Company. 

In  the  Matter  of  the  Valuation  of  the  Electric  Depart- 
ment OF  the  Springfield  Gas  and  Electric  Company. 

Case  No.  15. 

Decided  June  23,  1914.\ 

Electrical  Corporations  —  Unjust,  Unreasonable,  Discriminatory  and  Pref«r- 

ential      Bates  — Fair      Present      Value  —  Operating      Reyenues  — 

Operating  Expenses  —  Bates  —  Minimum  Charges  —  Discount. 

Complaint  was  filed  by  twenty-five  corporations  and  business  firais  of 
Springfield  alleging  that  the  rates  of  the  Springfield  Gas  and  Electric 


•  Syllabus  prepared  by  the  Commission. 

t  Motion  for  rehearing  overruled  July  30,  1914. 
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Company  for  electric  energy  were  unreasonable,  exorbitant  and  unjust. 
Defendants  denied  that  the  rates  were  unreasonable  or  otherwise  im- 
proper, and  alleged  that  the  rates  did  not  produce  an  adequate  return 
upon  the  $800,000  invested.  Complainants  replied  that  this  valuation 
was  unreasonably  high,  and  especially  that  the  steam  power  plant  at 
Springfield  was  an  improper  item  to  be  allowed  in  the  valuation,  as  the 
company  had  a  25-year  contract  for  hydro-electric  power  and  break-down 
service.  As  a  further  reason  for  excluding  the  power  plant  from  the 
valuation,  complainants  alleged  that  the  plant  was  not  the  property  of 
defendant  Springfield  Gas  and  Electric  Company,  and  that  an  attempted 
conveyance  of  the  portion  thereof  owned  by  defendant  Traction  company 
to  said  Gas  and  Electric  company  was  illegal  and  void.  Upon  full  con- 
sideration of  all  the  facts  and  evidence  for  determining  reasonable  and 
just  rates  for  electric  energy,  after  holding  the  attempted  transfer  of 
the  power  house  null  and  void,  and  taking  into  consideration  the  con- 
tract for  hydro-electric  energy,  the  various  elements  of  value  as  indicated 
in  the  opinion  and  including  all  other  items  of  value,  tangible  and  in- 
tangible, the  fair  present  value  of  the  company's  present  property  used 
and  useful  in  supplying  electric  energy  to  the  public  at  Springfield  is 
determined,  as  of  September  30,  1913,  to  be  $300,000;  the  rates  and 
prices  charged  for  electric  energy  are  found  to  be  unjust,  unreasonable, 
discriminatory  and  unduly  preferential;  the  profits  of  the  company  are 
held  to  justify  a  reduction  of  37  per  cent,  in  the  operating  revenues  and 
this  reduction  is  sought  to  be  effected  by  a  schedule  of  rates  arranged 
upon  a  sliding  scale,  according  to  a  division  of  consumers  into  classes,  in 
substance  as  follows:  residence  lighting,  8  cents  per  kilowatt  hour  for 
first  30  hours,  5  cents  for  remainder,  minimum  bill  75  cents  per  month; 
general  lighting,  8  cents  per  kilowatt  hour  for  first  30  hours,  5  cents  for 
next  60  hours,  3%  cents  for  remainder,  minimum  bill  5  cents  per  month 
for  ea<;h  60-watt  equivalent  of  connected  load,  no  charge  less  than  $1.00 
per  month;  general  power,  8  cents  for  first  30  hours,  5  cents  for  next 
60  hours,  3%  cents  for  remainder,  minimum  bill  75  cents  per  month  for 
each  kilowatt  of  connected  load;  large  light  and  power,  7  cents  for  first 
30  hours,  4  cents  for  next  30  hours,  3  cents  for  next  60  hours,  2.2  cents 
for  remainder,  minimum  bill  $1.00  for  each  kilowatt  of  maximum  de- 
mand; street  lighting,  $60.00  per  annum  per  7.5  ampere  lamp,  $6.00 
per  annum  per  40- watt  lamp;  allowing  10  per  cent,  discount  on  residence 
lighting,  general  lighting  and  general  power,  and  5  per  cent,  discount  on 
large  light  and  power  if  bills  are  paid  on  or  before  the  tenth  day  after 
date  thereof. 

Contracts  —  Brealc-down  Service  —  Fraud  —  Interest  of  Public  in  Contracts 
of  PabUe  Service  Corporations. 

By  a  contract,  under  date  of  December  30,  1911,  the  Ozark  Power  and 
Water  Company  agreed  to  deliver  and  sell  for  a  term  of  twenty-five  years 
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hydro-electric  energy,  generated  at  its  power  house  on  the  White  river, 
to  defendant  companies  at  Springfield.  On  August  16,  1912,  a  supple- 
mentary agreement  was  entered  into  whereby  the  Ozark  company  agreed 
to  electrically  connect  its  hydro-electric  station  on  the  White  river  with 
the  steam  power  station  of  the  Empire  District  Electric  Company  at 
Joplin,  and  to  maintain  said  connection  so  as  to  furnish  electric  energy 
to  defendant  companies  from  either  station  when  operated  indei>endently 
or  together,  and,  in  case  of  interruption  or  failure  of  service  from  the 
White  River  station,  to  supply  energy  in  accordance  with  the  terms  of 
the  original  contract  from  the  station  at  Joplin.  Some  time  thereafter 
the  provisions  covering  interruption  or  failure  of  service  and  independent 
or  joint  service  were  stricken  out  and  a  marginal  notation  made  that  the 
modification  was  agreed  to.  In  the  absence  of  testimony  as  to  whether  the 
modification  was  authorized  by  the  parties  signing  the  same,  the  absence 
of  proof  as  to  the  authorization  of  the  modification  by  the  companies, 
the  inference  may  be  drawn  that  the  modification  took  place  after  the 
institution  of  this  litigation  and  the  Commission  holds  that  the  modifica- 
tion was  in  fraud  of  the  public  and  therefore  void,  making  said  supple- 
mentary agreement  in  full  force  and  effect. 

Expenditures  —  Valuations  —  Fraudulent  Transfers  of  Property. 

Excessive,  unreasonable  or  improvident  expenditures  or  purchases, 
though  actually  made,  may  be  disallowed  by  Commissions  and  courts  in 
rate-making  inquiries,  and  any  sale  or  transaction  tainted  with  fraud  is 
thereby  vitiated.  In  the  present  case  the  transfer,  by  means  of  a 
tripartite  agreement  between  defendant  companies  and  their  parent  com- 
pany, of  the  portion  of  the  power  house  owned  by  the  Traction  company 
to  the  Gas  and  Electric  company  after  the  institution  of  proceedings  to 
lower  the  rates  charged  by  the  Gas  and  Electric  company  and  thus  at- 
tempting to  raise  the  valuation  of  the  property  of  the  Gas  and  Electric 
company  upon  which  rates  were  to  be  determined,  the  purchase  money 
being  paid  by  book  transactions,  is  held  to  have  been  in  fraud  of  the 
public,  and  the  Commission,  in  determining  the  reasonable  and  just  rates 
to  be  charged  by  defendant  Gas  and  Electric  company,  treats  the  property 
as  though  no  transfer  had  been  attempted. 

Valuations  —  Engineers'  Estimates  of  Values  and  Agreements  —  Dis- 
interested Engineer. 

In  passing  upon  valuations  of  property  in  rate-making  cases,  the 
Commission  is  not  bound  by  the  agreements  made  between  the  engineers 
making  the  valuations,  but,  examining  such  valuations  and  agreements, 
wDl  arrive  at  the  facts  and  merits.  Considerable  weight  is  given  to  the 
estimates  of  a  competent  engineer  selected  by  the  Commission  as  a  dis- 
interested party. 
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Metbod  of  Allocation  of  Property  UBOd  and  Useful  to  Two  Companies. 

In  allocating  property  osed  by  and  useful  to  two  companies,  for  the 
purpose  of  determining  the  valuation  upon  which  to  base  a  rate  of 
return,  the  better  method  is  to  allocate  (1)  that  useful  to  the  first  com- 
pany only,  (2)  that  useful  to  the  second  company  only,  and  (3)  that  useful 
to  both  of  the  companies  —  again  allocating  the  third  item  upon  the  basis 
of  use.  In  the  present  case,  in  view  of  the  holding  that  the  attempted 
transfer  of  the  interest  in  the  power  house  by  the  Traction  company  to 
the  Gas  and  Electric  company  was  void,  the  Commission  apportions  this 
item  on  the  basis  of  ownership  prior  to  the  transfer. 

Going  Valae  —  OapltaUiatlon  of  BfflcleBt  Offl^  Force. 

This  Commission  will  long  hesitate  before  holding  that  the  services  of 
an  efQcient  office  trained  force  is  an  element  of  going  value  to  be  capital- 
ized and  added  to  the  value  of  a  public  utility  in  a  rate-making  case. 

Fair  Present  Value  for  Bate  Purposes. 

The  valuation  of  each  public  utility  for  rate-making  purposes  must  be 
considered  on  its  peculiar  facts  in  arriving  at  the  fair  present  value  of 
the  property  used  and  useful  for  the  service  of  the  public. 

Going  Value  —  Gk>od  Will  —  Going  Concern  —  Sale  or  Condemnation  Cases  — 
Franchise  Value  —  Bate-maklng  Cases. 

Defendant  Electric  company  claims  that  a  going  value  of  between 
$60,000  and  $137,000  should  be  added  as  a  distinct  item  to  the  value  of 
the  property  to  determine  the  fair  present  value  upon  which  to  allow  a 
rate  of  return.  A  distinction  exists  in  determining  the  value  of  the 
property  of  a  public  utility  in  a  rate  ease  and  in  a  sale  or  condemnation 
case  —  which  fixes  what  is  known  as  the  exchange  value  —  going  value, 
good  will  or  going  concern  being  a  proper  distinct  item  of  value  in  the 
latter  instances.  The  Commission  refuses  to  allow  a  separate  and  dis- 
tinct item  for  going  value,  but  takes  into  consideration  in  fixing  the  fair 
present  value  of  the  property  for  rate-making  purposes  the  fact  that  the 
plant  is  in  successful  operation  as  a  going  concern;  also  holding  that 
while  a  franchise  would  be  considered  of  great  value  in  a  sale  or  con- 
demnation case,  such  value  cannot  be  considered  in  a  rate  case. 

Early  Losses  —  Burden  of  Proof. 

The  burden  is  on  the  company  to  show  by  competent  proof  the  early 
losses,  if  any.  In  the  present  case  no  proof  of  early  losses  was  made, 
but  the  record  contains  much  evidence  showing  that  if  there  were  early 
losses  such  losses  have  since  been  recouped  through  excessive  rates  of  re- 
cent years  and,  further,  that  the  large  earnings  are  from  the  electric 
department  and  the  losses,  if  any,  from  the  Traction  company.  Held: 
No  separate  and  distinct  item  of  allowance  for  going  value  can  be  made. 
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[Ho. 
Rate-makixig  Cues  —  Fair  PreBent  Value  —  Daty  of  tbe  CommissloiL 

The  duty  is  incumbent  upon  this  Commission  to  fix  the  fair  present 
value,  not  only  fair  and  reasonable  to  the  company  but  also  to  the  pnbUe 
(the  company  being  entitled  to  a  fair  rate  on  the  reasonable  value  of  the 
property  at  the  time  it  is  used  for  the  public  and  the  public  entitled  to 
a  rate  of  no  more  than  the  services  are  reasonably  worth),  of  the  prop- 
erty of  the  public  utility  in  determining  the  reasonableness  of  rates,  after 
a  careful  consideration  of  all  facts,  opinions  and  the  law  involved  —  the 
basis  of  calculation  in  a  rate  case  being  the  fair  present  value  of  the 
property  used  and  useful  for  the  public.  In  the  present  case  the  fair  pres- 
ent value  of  the  defendant  Gas  and  Electric  company's  property,  used 
and  useful  in  supplying  electric  energy  to  the  public  at  Springfield,  as 
of  September  30,  1913,  is  fixed  at  $300,000. 

Adeguate  Service  —  Auxiliary  Steam  Plant  —  Rate  of  Betozn. 

Defendants  have  contracts  requiring  that  hydro-electric  energy  be 
furnished  them  by  the  Ozark  Power  and  Water  Company  from  its  plant 
on  the  White  river  and  further  service,  whenever  necessary,  from  the 
steam  plant  of  the  Empire  District  Electric  Company  at  Joplin,  a  coi^ 
poration  allied  with  the  Ozark  company.  Defendants  maintain  a  steam 
plant  at  Springfield,  which  they  claim  and  complainants  deny  is  necessary 
for  furnishing  break-down  service.  The  evidence  at  the  October  hearing 
established  the  fact  that  the  flow  of  the  White  river  was  adequate  for 
the  operation  of  the  plant  thereat  to  generate  hydro-electric  energy  in  suffi- 
cient quantities  at  all  periods  of  the  year.  In  view  of  the  contract  calling 
for  break-down  service  from  the  steam  plant  at  Joplin  and  the  duty  on 
the  part  of  the  Ozark  company  to  construct  proper  lines  for  the  trans- 
mission of  energy,  it  is  held  that  the  portion  of  the  steam  plant  at 
Springfield  to  be  transferred  to  the  Gas  and  Electric  company  is  not 
used  or  useful  for  the  public  and  should  not  be  taken  into  consideration 
to  allow  a  rate  of  return. 

Rates  — Interest  of  Public  in  Low  Production  Costs. 

The  public  is  entitled,  to  share  in  the  advantages  afforded  by  cheap 
hydro-electric  energy  and  is  not  to  be  required  to  pay  exorbitant  rates  to 
persons  or  corporations  exploiting  natural  sources  of  power. 

Rate  of  Return  —  Fair  Present  Value  —  Factors  Determining. 

After  a  careful  consideration  of  the  legal  and  contract  rates  of  in- 
terest in  this  State,  the  hazards  of  the  business  and  other  factors,  the 
Commission  finds  that  a  net  return  of  at  least  7  per  cent,  on  the  fair 
present  value  of  the  electric  property  of  the  Gas  and  Electric  company 
as  used  and  useful  for  the  convenience  of  the  public  will  yield  a  fair  r^um 
in  the  present  case.  A  fair  and  just  rate  of  return  must  be  deterniined 
from  the  facts  of  each  case. 
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Bond  niscomit  —  Oi^ltaUzfttion — >  Amortization  —  Application  of  Proceeds 
—  Excessive  Rates  —  Jurisdiction  of  Commission. 

Where  the  proof  discloses  excessive  rates  sufficient  to  have  amortized  a 
bond  discount,  or  fails  to  show  the  proceeds  from  the  sale  of  the  bonds 
were  (but  established  the  fact  that  all  the  proceeds  were  not)  applied 
to  the  property  of  the  utility  in  question,  the  Commission  will  not  author- 
ize the  amortization  or  capitalization  of  said  discount  from  the  earnings 
of  such  property.  Qu€ere:  Should  this  Commission  authorize  the  amorti- 
zation of  bonds  over  which  it  has  no  supervision  as  to  issuance  and  salet 

Valnationa  —  Rates  —  Amortization  of  the  Cost  of  this  Proceeding  —  Com- 
mission's Departments  at  Service  of  Public. 

Defendants,  while  admitting  the  present  rate  schedule  unjustifiable  in 
all  respects,  seek  permission  to  amortize  in  three  years  from  the  earn- 
ings of  the  electric  department  the  cost  of  this  proceeding  —  $50,000. 
Held:  $18,000  is  a  reasonable  allowance  for  the  expenses' in  defend- 
ing this  proceeding;  the  Commission  stating  that  it  is  not  bound  by 
this  allowance  in  other  cases  and  that  its  engineering  and  accounting 
departments  are  at  the  service  of  the  public  utilities  in  rate  investigations. 

Public  Service  Commission  —  Reasons  for  Creation  —  Expert  Witnesses. 

One  of  the  reasons  for  the  creation  of  this  Commission  was  to  have 
unbiased  and  disinterested  expert  witnesses  to  make  valuations  and  give 
their  conclusions  thereon. 

Corporations  —  Board  of  Directors  —  CitizensMp  —  Residence. 

Not  less  than  three  members  of  the  board  of  directors  of  private  cor- 
porations shall  be  citizens  and  residents  of  this  State. 

Operating  Expenses  —  Expenditures  —  Arbitrary  Charges  Made  by  Parent 
Company  —  Salaries  and  Commissions  —  Duty  of  Conmiission. 

Excessive,  unreasonable  or  improvident  expenditures  made  by  a  public 
utility,  though  actually  made,  may  be  disallowed  by  commissions  and 
courts  in  rate-making  cases,  and  every  presumption,  except  the  barest 
legal  presumption,  is  entertained  against  arbitrary  charges  by  a  holding 
company  against  its  subsidiary  companies.  It  being  the  duty  of  the 
Commission  to  strictly  limit  the  amount  of  such  charges,  in  the  present 
case  an  operating  charge  for  "  managerial  services  "  for  management  by 
"long  distance"  by  the  holding  company  is  disallowed,  and  no  charge  is 
allowed  for  commissions,  except  for  service  actually  rendered. 

New  Business. 

Expenses  in  securing  new  business  should  be  limited  to  reasonable 
amounts.  In  the  present  case  an  allowance  of  $2,500  per  year  is  held 
to  be  reasonable. 
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Aocomitliig^'Bepreeiatloii  Account — Operating  Oluagm — Power  of  tlie 

OommlHrion. 

Before  any  of  the  earnings  of  a  public  utility  can  be  distributed  among 
the  owners  an  adequate  amount  should  be  set  aside  as  an  operating  charge 
to  cover  depreciation,  which  amount  is  to  be  determined  by  the  Commis- 
sion according  to  the  special  facts  involved.  In  the  present  case  5  per 
cent  of  the  present  fair  value  of  the  property  should  be  set  aside  for 
depreciation.* 


•  Syllabus  prepared  by  the  Commission. 
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NEW  YORE. 

Public  Service  Commission — Second  District. 

Supplemental  Petition  of  The  Lawrence  Park  Heat, 
Light  and  Power  Company  under  Section  68  of  the 
Public  Service  Commissions  Law,  as  to  Carrying  Two 
Electric  Wires  across  the  Pondfield  Road  in  the 
Village  of  Bronxville. 

Case  No.  4240. 
Decided  June  23, 1914. 

Public  Convenience  and  Necessity  —  Approval  by  Commission  of  Revocable 

License  for  Construction  of  Wires  across  Street  Not  Bequired  — 

Approval  of  Commission  Bequired  for  Construction  of  Conduits. 

Order. 

This  Commission  by  order  dated  May  20,  1914,  having 
determined  that  a  permit  granted  by  the  board  of  trustees 
of  the  village  of  Bronxville,  Westchester  County,  to  The 
Lawrence  Park  Heat,  Light  and  Power  Company  to  carry 
one  pair  of  lighting  wires  across  the  Pondfield  Road  in 
said  village  was  in  the  nature  of  a  revocable  license,  ap- 
proval of  which  by  this  Commission  was  unnecessary ;  and 
said  company  having  filed  with  this  Commission  a  supple- 
mental petition  stating  that  it  is  doing  the  work  necessary 
to  carry  one  pair  of  lighting  wires  across  said  road  in  con- 
duits beneath  the  surface  of  the  road ;  and  it  appearing  to 
the  Commission  that  the  construction  of  these  conduits 
changes  the  character  of  the  permit  and  what  is  now  being 
done  is  the  exercise  of  a  franchise;  and  this  Commission 
hereby  determining  from  the  papers  filed  that  such  con- 
struction and  the  exercise  of  said  franchise  are  necessary 
and  convenient  for  the  public  service. 

Ordered,  That  this  Commission  hereby  permits  and  ap- 
proves The  Lawrence  Park  Heat,  Light  and  Power  Com- 
pany to  construct  in  the  village  of  Bronxville,  Westchester 
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Count  V,  COL  ri>.s  r^L*-a:L  :L^  surface  of  the  PondfieM  Boa-I 
and  thfr  placli-ar  tL^r-ln  of  or:*-  pair  of  lijditme  wires  for 
faniI-LIr*e  tL*-  O.-'-r-la!  b:Jl  ili::^  with  ^!*<?tr:eity  and  hereby 
lfem.l*i-  aL-i  approv—  :L»-  *-x^r-:-:-*-  -^f  ri^iis  and  privile^fes 
und^rr  a  franchl.-*-  tL-r»-f»r  reeeivwi  by  The  Lawrenoe  Park 
H^^t,  Ll^ht  ari*i  PvA*-r  <  ••rr.fiany  fr^nr.  ihf-  ttoari]  of  tn^ 
te^  of  tli^  v:lla:r*-  ^f  Br-r.xv:I>  S^it»-n/f«^r  9,  11*13.  as 
aiiifrii'i^l  ly^r^uA^r  ^J.  VJlZ. 
Dat^l  Jun*-  23,  lf*14. 


Ix  THE  Matter  of  the  C'»mpi^mnt  of  Hathew  Taylob  of 

WE-7fIfcLI;,       Cn.\iT.KV\ir\       r4.f-XTY,      AOjUXST       SoFTH 

Shore  XATrRAi.  Oa^^  axi»  FrEL  Compaxt,  AsKry«^  fob 

AX  KxiEShlOy  OF  SaT^KAL  GaS  ^LklXS  OF  Said  CoMPAyY 

TO   SrppLY  Compi^\i.vaxt's   Residexce  and   Premises 
WITH  Xatpkal  Gas. 

Ch>"  Xo.  4:v^k 

BxUtuiUm  of  ICains  of  Vatnral  Gas  Comimij  —  Jnriadietioii  of  ^"^"«— **— 

—  ExteiuUm  Ordered  on  Condition  that  Complalnaiit  OUigate  Hib- 

i^f  and  SaeceesorB  to  Take  Eenrice  for  FiTe  Tean  and 

to  Pay  at  Leaat  tke  Snoi  of  Si0.00  per  Tear. 

Order. 
TJh'  ahovff  naiiH-rl  petitioner  having  heretofore  duly 
preHi*ntf'd  his  verifii-d  petition  to  this  Commission  asking 
for  an  order  rlirecting  the  respondent,  South  Shore 
Xaturai  Gas  and  Fuel  Company,  to  extend  its  gas  mains 
along  Bliss  Street  in  the  village  of  Westfield  from  the 
present  ternjinus  of  its  said  mains  to  a  point  in  said  Bliss 
Street  op[>osite  the  residence  of  said  petitioner,  the  dis- 
tance of  said  extension  being  about  nine  hundred  and  fifty 
feet;  and  the  answer  of  the  respondent  having  been  duly 
filed  with  the  Ojrnmission  alleging  that  such  extension  was 
unnecessary  and  the  recjuireraent  thereof  would  be  un- 
reasonable and  unjust; 
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And  a  hearing  having  been  duly  held  in  this  case  by  the 
Commission  before  Commissioner  Hodson  in  the  city  of 
Buffalo  on  the  fifth  day  of  July,  1914,  and  on  subsequent 
days  to  which  said  hearing  was  duly  adjourned ;  and  upon 
said  hearings  said  petitioner  having  duly  appeared  in 
person  and  by  the  Honorable  A.  B.  Ottaway,  of  counsel; 
and  the  said  respondent  company  having  also  duly  ap- 
peared by  Mr.  W.  E.  Carroll,  the  president  of  and  receiver 
for  the  said  South  Shore  Natural  Gas  and  Fuel  Company, 
and  by  Mr.  George  Clinton,  Jr.,  of  counsel; 

And  upon  said  hearings,  it  satisfactorily  appearing  to 
the  Commission  that  the  said  respondent  now  has  a  fran- 
chise for  the  laying  of  service  pipes  for  the  distribution  of 
natural  gas  in  all  of  the  streets  of  the  village  of  Westfield, 
granted  by  the  local  authorities  of  said  village,  and  that 
all  of  the  territory  over  which  said  extension  is  asked  is 
within  the  village  of  Westfield,  but  is  far  removed  from  the 
thickly  settled  portion  of  said  village,  and  the  residence  of 
the  petitioner  is  upwards  of  nine  hundred  and  fifty  feet 
from  the  intersection  of  said  Bliss  Street  with  Spring 
Street  where  the  mains  of  said  company  are  now  laid; 

And  the  said  petitioner  having  made  an  offer  in  said 
hearing  that  because  of  the  fact  that  such  extension  would 
at  the  present  time  be  largely  for  his  benefit,  he  would 
agree  that  on  the  making  of  said  extension  to  his  said  resi- 
dence he  would  take  the  gas  from  the  respondent  for  a 
period  of  5  years  from  the  time  of  the  commencement  of 
such  service  and  pay  therefor  not  less  than  $40.00  per  year ; 

And  the  said  respondent  having  raised  the  legal  question 
on  the  construction  of  said  franchise  that  there  is  no 
requirement  in  said  franchise  that  said  company  shall 
make  extension  of  its  line  to  all  parts  of  said  village  and 
to  all  of  the  inhabitants  thereof,  and  further,  that  this 
Commission  has  no  power  or  jurisdiction  in  the  premises 
to  require  the  extension  asked  for;  and  it  further  appear- 
ing from  such  proofs  and  proceedings  that,  in  certain  legal 
proceedings  pending  in  the  Supreme  Court  of  the  State 
of  New  York,  the  said  William  E.  Carroll  was  duly  ap- 
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pointed  and  is  now  acting  as  the  receiver  for  the  respond- 
ent company,  South  Shore  Natural  Oas  and  Fuel  Company; 

Now,  therefore,  it  is  ordered,  1.  That  the  objection  made 
by  the  respondent  that  this  Commission  is  without  legal 
authority  to  require  an  extension  of  its  lines  within  the 
village  of  Westfield  be,  and  the  same  hereby  is,  overruled. 

Ordered,  2.  This  Commission  finds  and  determines  that 
the  clause  in  said  contract  known  as  Subdivision  4  does 
not  specifically  require  the  said  respondent  to  make  such 
extensions  and  give  gas  service  to  all  the  inhabitants  of 
the  village  of  Westfield,  but  that  the  language  used  in  said 
subdivision  relates  to  the  price  to  be  charged  for  said  gas. 

Ordered,  3.  That  the  respondent,  the  South  Shore 
Natural  Gas  and  Fuel  Company,  and  said  William  E.  Car- 
roll, as  receiver  thereof,  be  and  they  hereby  are  ordered 
and  directed  to  make  extensions  of  the  gas  mains  of  said 
respondent  from  the  present  terminus  thereof  at  or  near 
the  corner  of  Spring  and  Bliss  Streets  in  the  village  of 
Westfield  along  said  Bliss  Street  to  a  point  at  or  opposite 
to  the  residence  of  the  petitioner,  Mathew  Taylor,  in  said 
Bliss  Street;  that  such  extension  be  made  with  such  size 
pipes  as  shall  be  suflScient  and  adequate  for  the  service  of 
gas  to  said  petitioner  and  such  users  of  said  gas  along  said 
intervening  territory  on  said  Bliss  Street  as  may  hereafter 
seek  such  service;  and  the  proper  connections  be  made 
between  such  extensions  and  the  service  pipes  of  the  re- 
spondent now  located  and  terminating  at  or  near  said 
corner  of  Spring  and  Bliss  Streets,  and  that  such  work 
be  completed  on  or  before  the  tenth  day  of  August,  1914; 
on  condition,  that  the  said  complainant  first  file  with  the 
said  receiver  of  said  respondent  his  written  statement  or 
agreement  whereby  the  said  complainant  shall  obligate 
himself,  his  successors  and  assigns,  to  take  the  service  of 
gas  from  said  mains  for  at  least  a  period  of  five  years  and 
pay  at  least  the  sum  of  $40.00  per  year;  which  said  sum 
of  $40.00  shall  first  be  applied  to  the  payment  of  the  regu- 
lar rates  and  charges  for  such  service  of  gas,  and  the 
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balance  thereof,  if  any,  shall  be  considered  as  a  reimburse- 
ment to  said  respondent  and  the  receiver  thereof,  to  apply 
npon  the  cost  of  such  extension. 

Ordered,  4.  That  the  respondent  and  said  receiver 
thereof  be  and  they  hereby  are  directed  to  notify  this  Com- 
mission on  or  before  the  twenty^th  day  of  July,  1914, 
as  to  their  intention  to  comply  with  the  terms  of  this  order. 

Dated  at  Albany,  July  21,  1914. 


Digitized  by  LjOOQIC 


PENNSYLVANIA. 
The  Public  Service  Commission. 

C.   S.   GOERLICH  AND  J.  J.    ShONK   V.   ThE  BeTHLEHEM  OtTY 

Water  Company. 
No.  123. 

Decided  June  2,  1914, 
Justifiable  DUcrimination. 
Held:  That  the  allowance  of  a  greater  discount  to  consumers  on  streets 
where  competition  exists  than  to  those  on  streets  where  no  competition 
exists  is  not  illegal  discrimination.* 

Appearances  : 

H.  A.  Cyphers,  for  the  complainants. 

Charles  A.  Snyder,  J.  Davis  Brodhead,  0.  P.  Bechtd, 
for  the  respondent. 

Eeport. 
Pennypacker,  Commissioner: 

The  complaint  in  the  above  case  sets  forth  that  **  The 
Bethlehem  City  Water  Company  charges  two  different 
prices  for  the  same  service  in  the  same  borough, ' '  that  it 
*^  charges  more  to  certain  citizens  of  Bethlehem  Borough 
than  to  others  through  different  rates  of  discount  for 
prompt  payment/'  and  that  **  on  streets  of  borough  where 
Bethlehem  Borough  has  water  mains  the  Water  company 
allow  40  per  cent,  discount  and  on  other  streets  only  allow 
25  per  cent." 

The  respondent  filed  an  answer  in  which  it  was  alleged 
^'That  no  discrimination  or  rebate  or  drawback  or  dis- 
count is  allowed  to  any  particular  person  or  corporation, 
except  as  stated  in  the  published  rates  of  said  Water  com- 
pany." These  published  rates  contained  the  following 
provision:  '*A11  above  rates  are  subject  to  25  per  cent 
discount  if  paid  within  thirty  days  from  date  of  bill.  •  •  * 


Editor's  headnote. 
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an  additional  discount  of  15  per  cent,  is  allowed  to  con- 
sumers v)n  the  following  streets  in  the  borough  of  Bethle- 
hem, West  Side:  Water  Street,  Hill  Street,  Prospect 
Avenue,  between  Conestoga  Street  and  Third  Avenue ;  on 
Second  Avenue  between  Prospect  Avenue  and  Broad 
Street;  on  Third  Avenue  between  Prospect  Avenue  and 
Broad  Street;  on  Union  StriBet  between  Monacacy  Bridge 
and  First  Avenue." 

From  the  testimony  taken  at  the  hearing  the  following 
facts  are  found :  The  Bethlehem  City  Water  Company  is 
a  corporation  which  was  chartered  prior  to  1884.  It  has 
a  capital  stock  of  .$500,000;  it  has  a  bonded  indebtedness 
of  $667,000,  and  a  plant  which  has  cost  over  $1,250,000.  It 
has  never  declared  any  dividend  on  the  stock  and  its  earn- 
ings have  been  expended  in  payment  of  the  interest  on  the 
bonds  and  in  extending  the  plant.  Its  water  supply  is 
obtained  from  the  Lehigh  River  and  from  springs,  is  then 
filtered  in  its  filtering  plant  and  it  furnishes  an  adequate 
supply  of  good  soft  water.  Its  net  earnings  are  about 
$30,000  per  annum. 

West  Bethlehem  was  originally  the  village  of  Hanover 
in  Lehigh  County.  The  respondent  extended  its  water 
mains  to  this  village  and  began  to  supply  water  to  it 
February,  1886.  The  village  was  subsequently  incor- 
porated as  the  borough  of  West  Bethlehem  and  was  con- 
solidated with  Bethlehem  in  Northampton  County,  August 
16,  1904.  The  borough  of  Bethlehem  has  its  own  water 
plant.  Its  supply  of  water  is  obtained  from  artesian  wells 
and  this  water  in  hardness,  as  compared  with  that  of  the 
respondent,  is  as  265  to  65.  In  1913  the  borough  of  Bethle- 
hem extended  its  water  mains  to  West  Bethlehem,  laying 
them  upon  the  streets  which  have  been  above  designated, 
and  proposed  to  supply  water  at  rates  lower  than  those 
of  the  respondent.  Thereupon  the  respondent  as  a  matter 
of  self  protection  and  in  order  to  meet  the  competition, 
made  the  additional  discount  of  15  per  cent,  for  prompt 
payment  to  consumers  along  the  streets  which  have  been 
described.    There  was  no  evidence  to  show  and  it  was  not 
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contended  that  the  rates  established  by  respondent  were 
excessive  or  unreasonable.  It  was,  however,  cGatended 
that  the  additional  discount  of  15  per  cent,  for  prompt  pay- 
ment allowed  to  consumers  on  one  street  and  not  to  con- 
sumers on  another  street,  only  a  square  away,  constituted 
a  discrimination  within  the  prohibition  of  Paragraph  **  a," 
Section  8  of  the  Act  of  July  26,  1913.  The  persons  bene- 
fited by  this  discount  number  100.  The  total  number  of 
customers  of  the  respondent  company  in  West  Bethlehem 
is  957. 

The  question  raised  under  the  facts  so  found  is  whether 
or  not  the  additional  discount  allowed  to  certain  consumers 
and  not  to  all,  is  such  a  discrimination  as  the  Act  of  1913 
was  intended  to  prevent.  There  is  much  of  merit  in  the 
position  of  the  respondent.  It  has  invested  large  sums  in 
its  plant  and  has  for  thitty  years  at  least  supplied  the 
people  with  a  necessity  of  life  without  any  return  made  to 
its  stockholders.  It  now  finds  the  territory  it  had  occupied 
invaded  and  its  rates  presumed  to  be  reasonable,  in  the 
absence  of  evidence  to  the  contrary,  assailed.  It  will  be 
observed  that  the  greater  or  lesser  compensation  forbidden 
by  the  Act  of  1913  is  that  of  a  charge  '*  for  a  like  and 
contemporaneous  service  under  substantially  similar  cir- 
cumstances and  conditions."  While  it  is  manifestly  the 
purpose  of  the  act  that  public  service  companies  should 
be  supervised  and  controlled,  and  that  everything  in  their 
conduct  unreasonable  or  unfair  should  be  prevented,  there 
is  nothing  to  indicate  any  intention  to  destroy  vested  in- 
terests or  to  hamper  the  proper  exercise  of  the  powers 
conferred  upon  such  companies. 

In  the  case  of  Hoover  v.  Pennsylvania  Railroad  Com- 
pany,  156  Penn.  220,  the  Supreme  Court  of  Pennsylvania 
in  construing  the  Act  of  June  4,  1883,  permitted  a  charge 
of  a  lower  rate  of  freight  upon  coal  transported  to  a  manu- 
facturing establishment  from  which  the  railroad  received 
manufactured  goods  for  transportation  than  to  a  coal 
dealer.  The  court  said  the  act  **  prohibits  only  discrimina- 
tion which  is  undue  or  unreasonable  and  the  prohibited 
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discrimination  is  further  limited  by  the  consideration  that 
it  must  be  for  a  like  service  from  the  same  place  upon  like 
conditions  and  under  similar  circumstances.  If,  therefore, 
the  discrimination  in  a  given  case  is  upon  conditions  which 
are  not  like  and  circumstances  which  are  not  similar  the 
Act  is  inapplicable.''  It  has  been  held  that  in  determining 
the  question  as  to  discrimination  in  railroad  rates  under 
the  terms  of  the  Interstate  Commerce  Act  the  fact  of 
competition  is  material  for  consideration.  In  Railroad 
Company  v.  Behlmer,  175  U.  S.  p.  671,  it  was  said  *'  all 
competition  provided  it  possessed  the  attributes  of  pro- 
ducing a  substantial  and  material  eflfect  upon  traffic  and 
rate  making  was  proper  under  the  statute  to  be  taken  into 
consideration,"  and  in  181  U.  S.  Reports,  p.  18,  it  was  said 
**  the  only  principle  by  which  it  is  possible  to  enforce  the 
whole  statute  is  the  construction  adopted  by  the  previous 
opinions  of  this  court,  that  is,  that  competition  which  is  real 
and  substantial,  and  exercises  a  potential  influence  on 
rates  to  a  particular  point  brings  into  play  the  dissimi- 
larity of  circumstance  and  condition  provided  by  the 
statute,  and  justifies  the  ksser  charge  to  the  more  distant 
and  competitive  point  than  to  the  nearer  and  non-com- 
petitive place,  and  that  this  right  is  not  destroyed  by  the 
mere  fact  that  incidentally  the  lesser  charge  to  the  com- 
petitive point  may  seemingly  give  a  preference  to  that 
point  and  the  greater  rate  to  the  non-competitive  point 
may  apparently  engender  a  discrimination  against  it." 

In  the  present  case  with  respect  to  the  streets  to  whose 
residents  the  greater  discount  was  allowed  by  the  re- 
spondent, there  was  competition  of  a  serious  character. 
To  these  residents  another  supply  was  offered  at  lower 
rates.  The  undisputed  testimony  is  that  it  was  necessary 
**  to  meet  their  rates  or  lose  the  business  entirely."  To 
lose  the  business  would  be  to  render  valueless  tlie  invest- 
ment in  that  part  of  the  plant.  The  competition  was  the 
more  threatening  because  of  the  fact  that  it  had  the 
strength  and  power  of  the  municipality  to  support  it.  As 
to  what  constitutes  such  competition  as  will  create  a  dis- 
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similarity  of  circumstances  and  conditions  must  be  de- 
termined from  the  facts  of  each  case  as  it  arises.  After 
giving  careful  consideration  to  the  ascertained  facts  and 
the  situation  as  it  exists  in  West  Bethlehem,  it  is  our  con- 
clusion that  such  dissimilarity  between  the  conditions  upon 
the  streets  named  and  the  others  exists  as  to  make  the 
prohibition  of  the  statute  inapplicable.  It  follows  that  the 
complaint  should  be  dismissed  and  it  will  be  so  ordered. 

Order. 

This  case  being  at  issue,  upon  complaint  and  answers  on 
file,  and  having  been  duly  heard  and  submitted  by  the  par- 
ties, and  full  investigation  of  the  matters  and  things  in- 
volved having  been  had,  and  the  Commission  having,  on 
the  date  hereof,  made  and  filed  of  record  a  report  contain- 
ing its  findings  of  fact  and  conclusions  thereon,  which  said 
report  is  hereby  referred  to  and  made  a  part  hereof : 

Now,  to  wit,  June  2,  1914,  it  is  ordered,  That  the  com- 
plaint in  this  proceeding  be,  and  it  is,  hereby  dismissed. 
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Opinion. 

Pennypacker,  Commissioner: 

The  petition  of  the  complainant  sets  forth  that  it  is  a 
corporation  duly  incorporated  under  the  laws  of  Pennsyl- 
vania, having  the  right,  by  its  charter,  and  by  purchases 
of  and  mergers  with  other  corporations  '*  to  supply  light, 
heat  and  power,  or  either  of  them,  by  electricity  "  to  cer- 
tain tow^nships  of  Pike,  Monroe  and  Northampton  Counties, 
and  to  the  boroughs  of  Stroudsburg,  East  Stroudsburg, 
Bangor,  East  Bangor,  Pen  Argyl,  Wind  Gap,  Bath, 
Nazareth,  Glendon,  Portland  and  the  City  of  Easton ;  that 
it  has  been  furnishing  electric  light  and  power  to  these 
municipalities  for  periods  running  from  three  to  twenty 
years ;  that  its  system  of  distribution  and  local  supply  are 
sufficient  to  provide  service  to  the  territory  so  occupied 
by  it;  that  the  respondent,  the  Lehigh  Navigation  Electric 
Company,  was  formed  by  the  merger  of  certain  electric 
companies,  and,  by  its  charter,  approved  January  6,  1913, 
was  authorized  to  do  business  in,  inter  alia,  certain  town- 
ships of  Monroe  and  Northampton  Counties;  that  it  has, 
apart  from  securing  its  chartered  rights,  done  nothing  in 
these  two  counties;  that  the  respondent,  since  July  26, 
1913,  *'has  proceeded  to  invade  the  territory  thus  occu- 
pied and  served  by  your  petitioner;"  that  the  territory 
covered  by  petitioner's  corporate  franchise  *'  is  now  occu- 
pied by  it  with  electric  plants  representing  a  large  invest- 
ment; that  it  is  prepared  and  ready  to  serve  the  entire 
community,  and  to  serve,  at  as  low  a  rate  as  can  be  fur- 
nished by  any  one,  consistent  with  a  proper  service,"  and 
that  the  respondent  **  is  about  to  invade  the  said  territory 
for  the  purpose  of  carrying  on  a  ruinous  competition  which 
will  result  in  no  benefit  to  the  public,  or  to  those  financially 
interested," 

The  petition  set  out  twelve  instances  of  negotiations,  or 
attempted  negotiations,  by  the  respondent,  with  munici- 
palities and  individuals  within  the  territory  described.  It 
averred  that  the  respondent  ' '  is  thus  seeking,  attempting 
and  intending  to  enter  the  territory  thus  controlled  and 
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served  by  your  petitioner;  that  this  is  not  necessary  for 
the  public  convenience  or  necessity,  nor  for  the  proper  and 
eflScient  serving  of  the  public,"  and  that  the  respondent, 
prior  to  the  passage  of  the  Act  of  July  26,  1913,  had  no 
right  in  the  premises,  other  than  accrued  to  it  by  virtue  of 
having  obtained  charters  and  '*  had  not  begun  to  exercise 
any  of  its  rights,  powers,  franchises  or  privileges." 

The  petition  prays  the  Commission  to  **  order,  decres 
and  direct  that  the  said  defendant  refrain  from  invading 
or  attempting  to  invade  the  territory  already  occupied  and 
served  by  your  petitioner,  and  from  disturbing  and  at- 
tempting to  disturb  the  business  relations  already  existing 
or  about  to  be  created  between  the  members  of  the  pubUc 
of  that  district  and  your  petitioner  and  to  cease  and  with- 
draw all  operations  in  your  petitioner's  district." 

In  its  answer  filed,  the  respondent,  inter  alia,  **  demurs 
to  the  whole  of  said  petition  and  for  cause  of  demurrer 
shows — (a)  That  upon  the  face  of  said  petition  the  peti- 
tioner is  not  entitled  to  the  relief  claimed;  (b)  That  this 
Commission  has  no  jurisdiction,  under  the  provisions  of 
the  act  approved  July  2B,  1913,  to  grant  the  relief  claimed 
by  the  petitioner." 

The  question  which  is  raised  by  the  averments  of  the 
petition  and  the  answer  in  the  nature  of  a  demurrer,  may 
be  stated  as  follows:  Has  the  Commission  authority  to 
prevent  a  corporation  which  is  a  public  service  company, 
incorporated  before  the  passage  of  the  Act  of  July  26, 
1913,  but  which  has  not  begun  the  exercise  of  its  rights, 
from  entering  upon  the  territory  prescribed  by  its  charter, 
because  of  the  fact  that  this  territory  is  already  occupied 
by  another  public  service  company  rendering  adequate 
service? 

It  is  plain  that  if  this  question  be  answered  in  the  affirm- 
ative, and  the  authority  so  conferred  be  exercised  by  the 
Commission,  the  result  is  a  complete  nullification  of  the 
charter  of  the  respondent.  If  an  electric  light  company 
cannot  enter  upon  the  territory  in  which  it  has  been  grante*! 
power  by  the  legislature  to  exercise  its  franchises   and 
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privileges,  it  can  do  nothing.  It  is  frankly  conceded  that 
there  is  no  specific  grant  of  such  authority  to  the  Com- 
mission to  be  found  in  the  language  of  the  act.  Since  the 
act  went  into  effect,  public  service  companies  can  only  be 
incorporated,  upon  the  determination  of  the  Commission, 
that  the  approval  of  the  application  is  * '  necessary  or 
proper  for  the  service,  accommodation,  convenience  or 
safety  of  the  public.''  When  a  public  service  company, 
acting  within  the  rights  granted  by  its  charter,  undertakes 
to  make  a  contract  with  a  municipality,  the  subject  matter 
of  the  contract  is  still  within  the  control  of  the  Commis- 
sion. The  act  provides  that  **  No  contract  or  agreement 
between  any  public  service  company  and  any  municipal 
corporation  shall  be  valid  unless  approved  by  the  Com- 
mission." This  provision  seems  plainly  to  apply,  no  mat- 
ter at  what  time  the  public  service  company  may  have 
been  incorporated,  but  there  is  no  provision  of  the  act 
which  goes  so  far  as  to  empower  the  Commission,  in 
specific  language,  to  exclude  a  public  service  company  in- 
corporated prior  to  the  going  into  effect  of  the  act,  from 
entering  upon  the  territory  to  which  its  franchises  apply. 
It  may  want  to  supply  individuals  within  that  territory. 
It  may,  with  the  consent  of  the  Commission,  supply  munici- 
palities there.  There  is,  on  the  other  hand,  a  specific  pro- 
vision bearing  upon  the  subject  which  seems  to  deny  such 
authority.     Section  12  of  Article  III  provides: 

"  Every  public  service  company  shall  be  entitled  to  the  full  enjoyment 
and  exercise  of  all  and  every  the  rights,  powers,  and  privileges  which  it 
lawfully  possesses,  or  might  possess,  at  the  time  of  the  passage  of  this  act, 
except  as  herein  otherwise  expressly  provided." 

It  was  argued,  however,  with  much  vigor,  that  Section  2 
of  Article  III  does  give  necessary  authority.  This  section 
provides  as  follows : 

"  Upon  the  approval  of  the  Commission,  evidenced  by  its  Certificate  of 
Public  Convenience  first  had  and  obtained,  and  not  otherwise,  it  shall  be 
lawful  for  any  proposed  public  service  company —  (a)  To  be  incorporated, 
organized  or  created,  *  *  *;"  "(b)  To  begin  the  exercise  of  any  right, 
power,  franchise,  or  privilege,  under  any  ordinance,  municipal  contract  or 
otherwise."  ^         ,,    •     r%r^ni(> 
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The  contention  is  that  since  the  respondent  had  only 
been  chartered  and  had  not  begun  to  exercise  any  of  its 
powers  before  the  act  went  into  effect,  it  is  not  now  entitled 
to  begin  such  exercise  without  the  approval  and  certificate 
of  the  Commission.  To  give  such  a  construction  to  the 
paragraph  would  be  to  bring  it  into  conflict  with  Section 
12  of  the  same  article  heretofore  cited.  The  whole  act 
must  be  considered  and  such  part  of  it  be  given  its  due 
weight,  in  order  that  a  consistent  construction  be  reached, 
if  it  be  at  all  possible,  from  the  language  used.  It  is 
entirely  possible  to  give  full  weight  to  the  words  of  this 
paragraph  without  being  compelled  to  reach  the  conclusion 
contended  for  by  the  complainant. 

Under  Section  1  of  Article  I  of  the  act,  public  service 
companies  consist  of  two  classes,  i.  e.,  corporations  and 
*  *  all  persons  engaged  for  profit  in  the  same  kind  of 
business." 

Paragraph  *  *  a  "  of  the  section  under  consideration  ap- 
plies only  to  the  incorporation,  organization  and  creation 
of  chartered  companies.  It,  therefore,  became  necessary  to 
add  a  paragraph  to  cover  the  other  class  of  public  service 
companies,  consisting  of  persons  engaged  for  profit  in  the 
same  kind  of  business.  This  appears  to  have  been  the 
purpose  of  Paragraph  **  b.'*  Such  an  interpretation  har- 
monizes all  of  the  related  sections  of  the  act,  and  is 
strengthened  by  the  use  of  the  word  *'  proposed.'^  This 
descriptive  word  cannot  be  applied  to  a  corporation  in 
existence  with  all  of  its  powers  and  franchises  before  the 
passage  of  the  act.  It  fits  exactly  the  case  of  a  combina- 
tion of  persons,  or  an  individual  intending  to  engage  for 
profit  in  that  kind  of  business,  but  who  do  not  become  a 
public  service  company  until  they  begin  the  exercise  of  the 
rights  conferred  upon  them. 

For  these  reasons,  it  is  the  opinion  of  the  Oommission 
that  it  has  no  authority  to  prevent  the  respondent  from 
entering  upon  the  territory  described  in  its  charter,  and 
that,  assuming  the  facts  alleged  in  the  petition  of  the 
complainant  to  be  true,  the  complaint  ought  to  be  dismissed. 
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Obdeb. 

This  case  being  at  issue,  upon  petition  and  answer  on 
file,  which  answer,  inter  alia,  sets  up  the  want  of  power 
and  authority  in  the  Commission  to  grant  the  relief  prayed 
for,  and  the  case  having  been  duly  heard  and  submitted 
by  the  parties,  and  the  Commission  having,  on  the  date 
hereof,  made  and  filed  of  record  a  report  containing  its 
conclusion  upon  the  aforesaid  question  of  law,  which  said 
report  is  hereby  referred  to  and  made  a  part  hereof: 

Now,  to  wit,  July  9,  1914,  it  is  ordered,  That  the  prayer 
of  said  petition  be  refused,  and  that  the  said  petition  be, 
and  the  same  is,  hereby  dismissed. 
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grounded  lines,  on,  causing  unsatisfactory  service 1006-1007 

LINES: 

built  by  subscribers 1052-1053, 1059 

extension : 

border  territory,  into 1110-1114 

certificate  of  public  convenience  and  necessity  not 

required  for 992-993,998-999,1045^1050 

guaranty  required  for * 1173 

XX 
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extension  —  continued :  page. 

occupied  territory,  into,  not  approved. . . .  1124-1127, 1133-1140 

when  existing  utility  gives  adequate  service 1114-1117 

ordered    1165-1168 

proceeds  of  sale  of  stock 1248, 1258-1259 

stock  issue  for,  denied  until  company  secures  certifi- 
cate of  public  convenience  and  necessity 955-958 

unoccupied  territory,  into 1117-1121 

high  tension,  paralleling  grounded  telephone  wires  cause 

induction 1005-1007 

overloaded,  avoidance   1128 

parallel,  physical  connection  ordered  to  prevent  build- 
ing of  1108-1109 

*  *  side  lines  ' '  maintained 1066 

through  service,  for 1129 

toU: 

local  service  not  permissible 1115-1117, 1124, 1126-1127 

valuation 971, 978 

trunk: 

circuits  connected  for  toll  service 1141, 1145, 1148 

service  furnished  over,  instead  of  through  a  local 

exchange  1021-1023 

LINN,  MISSOURI: 

certificate  of  public  convenience  and  necessity  not  re- 
quired for  extension  of  lines  into 1045-1050 

'*  LISTENING  IN:" 

forbidden    1131 

LOAD: 

peak,   provision   for 1130 

MAINTENANCE: 

provision  for 1138 

MAPS: 

filed  with  commission 1132 

MATERIALS: 

allowance  for 1088 

MEMBERS: 

assessments  for  repairs  on  lines  of  mutual  company 1059 

MESSAGES: 

additional,  extra  charge  for 1085, 1089-1090, 1095 

conmiissions  on 1072 

local,  physical  connection  for,  not  compulsory 1041 

routing    1063-1065 

circuitous,  physical  connection  to  avoid 1099-1100 
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METALLIC  CIRCUIT  SYSTEM :  page. 

rates 1007 

higher  than  pounded  lines 1005, 1007 

substituted  for  grounded  lines 1005, 1128 

METERS: 

rental 1176, 1235-1236 

water  rates 1154 

MILEAGE  BASIS: 

rates,  reduction  of  excessive  charges 1074-1081 

MINIMUM  CHARGE  1151,1231,1262 

toll  service,  for 1069, 1071 

MISSOURI  — PUBLIC  SERVICE  COMIOSSION: 

jurisdiction : 

mutual  companies  not  within 105&-1062 

physical  connection  within 1033, 1035, 1039-1040 

MUNICIPAL  CORPORATIONS: 

contractual  interest  in  franchises,  subject  to  joint  action 

of  state  and  utility 10'25, 1027 

franchise  rates  referred  to  commission  for  adjustment. . .   1082-1083 

free  and  reduced  rate  service  to,  not  authorized 966-967, 1008 

MUTUAL  COMPANIES : 

jurisdiction  of  commission  does  not  cover 1058-1062 

serving  non-members  for  hire  become  telephone  corpo- 
rations     1050-1057 

**  MUTUAL  SYSTEM  " 1099 

NON-OPERATING: 

revenues,  considered  in  fixing  rates 1191, 1225-1226 

NON-STOCKHOLDERS : 

rates,  discrimination  between  stockholders  and 993^995,999, 

1020-1021,1023-1024 

NORWOOD,  MISSOURI: 

mutual  company  serving  non-members  for  hire  is  classed 

a  telephone  corporation 1050-1057 

NOTICES: 

crossings   1104 

extension  of  lines  into  occupied  territory 1134,1136,1139 

OBSOLESCENCE: 

allowance    1153 

OFTICERS: 

companies  in  adjacent  foreign  countries,  passes 1265 

designated  to  handle  service  matters 1132 
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allowance  for 1082, 1087 

OPERATING: 

expenses : 

considered  in   fixing  rates 970,972,975,977,982-983, 

1013-1015, 1017, 1082, 1087, 1089, 1093-1094, 
1171, 1191-1192, 1218-1223, 1227-1229, 1262 

tables 1014, 1093, 1221 

revenues : 

considered  in  fixing  rates 972, 982, 1013, 1016, 1082, 1084, 

1087, 1089, 1093-1094, 1122, 1191, 1227-1233, 1262 
tables   1014-1015, 1017, 1091-1092, 1226 

OPEBATOBS: 

illness,  provision  against 1130 

phraseology    1131 

OBOANIZATION: 

expenses    1082, 1088 

OVERHEAD  CHARGES: 

allowance  for   980,1082,1087,1251-1252 

protests  against 1154, 1157-1158 

12%    1151, 1153, 1179, 1182, 1185, 1202 

depreciation  of   1252 

OVERLOADED  LINES: 

avoidance    1128 

PARTY  LINES: 

installation,  reasonable  1016-1017 

rates    974,987,1000,1076-1077,1079,1083-1085,1089-1092, 

1121,1123 

per  mileage 1075, 1079-1080 

ten-party  service 1067 

PASSES: 

attorneys  and  doctors,  to 963, 1264 

interchange  between  companies 1150 

lawful    963-964, 967 

officials  of  companies  in  adjacent  foreign  countries 1265 

station  agents,  to 1265 

PAVEMENTS: 
over  mains : 

allowance  for 1202-1207, 1213, 1215-1216 

excluded  from  valuation 1155-1157 
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free  service  from,  prohibited 1008, 

railway  stations,  in 1009 

PAYMENT: 

advance   1237 

discount  for 973-974, 1000, 1029, 1123 

lawful    1010 

PEAK  LOAD: 

provision  for  1130 

PENALTIES: 

discrimination  in  rates ....'. 959-961 

PENSIONS: 

employees,  for,  propriety  of  contributions  to,  questioned 

972-973, 984-986 
PERCENTAGE: 

income,  on   1093 

weighting,  allowance  1082, 1087 

PERMITS: 

indeterminate,  substituted  for  franchises,  rates  under 1025-1028 

PHANTOM  CIRCUITS 1037 

PHYSICAL  CONNECTION: 

compulsory    1032-1045, 1099-1102, 1108-1109 

connecting  agreement,  for,  approved 1018-1020 

direct,  substituted  for  indirect 1032-1045 

impracticable,  extension  of  lines  approved 1110-1114 

temporary 1143, 1148 

terms  left  to  companies 1033, 1043 

toll  lines  1140-1149 

PHYSICIANS: 

free  service  to 1264 

PORTO  RICO: 

interstate  commerce  commission  has  no  jurisdiction  over 
telephone  lines  in 1150 

PRESENT  VALUE: 

considered  in  estimating  value  of  property 970, 976, 978, 1179, 

1194, 1198, 1202, 1207, 1229 
PRIVATE  BRANCH  EXCHANGES: 

rates 1091-1092, 1096 

PROMOTION: 

expenses 1213 
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adaptability 970 

gratuitous 1154 

sale,  difiFerence  between  purchase  price  and  realized  assets 

excluded  from  valuation 971, 978 

transfer,  for  "  public  good  '' 1249, 1256 

unit,  relation  to  system  extending  over  wider  field  of 

operation 970, 977 

used  and  useful  to  the  public 970, 981 

PUBUO  CONVENIENCE  AND  NECESSITY: 

certificates : 

extension  of  lines,  for,  when  physical  connection  is 

not  practicable  1110-1114 

installation  of  switchboard,  for,  not  required 983-993 

.  mutual  companies  not  obliged  to  obtain 1058, 1062 

not  granted  when  territory  is  already  served. . .  .1109, 1124, 1127 

not  required  for  extension  of  lines 993,998-999,1045-1050 

required : 

establishment  of  local  service 1115-1117 

mutual  company  serving  non-members 1051, 1056-1057 

stock  issue  denied,  pending  company's  securing  of. .       955-958 

entrance  of  unoccupied  territory  required  by 1118, 1120 

physical  connection  required  by 1019, 1032, 1040-1044 

PUSHBUTTONS: 

rates 1091-1092 

RAILWAYS: 

free  and  reduced  rate  service  to  ministers 1169 

stations,  pay  stations  in 1009 

RATE  OF  RETURN: 

basis 1156, 1158 

eombined  profits  of  inter-related  companies  pooled  to 

meet  requirements 1242,1244-1247 

8%  allowance 1153, 1158 

fair 1189, 1199, 1222-1223 

no  allowance  for  going  concern  when  company  pays .  1252-1253 

rate  increase  to  secure 1122 

not  based  on  value  of  donated  property 1154 

7%  allowance: 

not  unreasonable 973, 986 

safe 1015 

6%  allowance 1123 

fair 1171, 1191, 1222 

6.44% 1082, 1089 

6%%  upon  reproduction  cost,  new 1017 
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air  line  basis 1141, 1148 

base,  mileage  charge  added  to 1076-1077, 1079-1081 

business   974,  987, 1000, 1012, 1018, 1076-1077 

1083,1085,1089-1092 

and  residence,  combination  rate,  unlawful 1010 

charged  when  telephone  is  installed  in  a  residence 

but  used  for  business  purposes 1010 

discontinued 1020-1021 

higher  than  residence 1009 

buzzers 1091-1092 

changes,  to  conform  with  law 1011 

charitable  institutions 1031 

classification,  reasonable 1009 

commissions 1072 

routing  of  messages 1063-1065 

connecting  .  . 1012 

contracts  fixing,  changed  to  conform  with  scliedules 1010 

desk  telephones 973, 986, 1091-1092 

directory  entries,  fee  for 1115 

discrimination  1169, 1171, 1192, 1235, 1237 

elimination 1068, 1070-1071 

long  hour  and  short  hour  users 1263 

I)enalty  for 959-961 

stockholders  and  non-stockholders,  between 093,995,999, 

1020-1021,1023-1024 

subscribers,  between 1050-1051, 1055-1056 

double  charge 959-961 

duplex  lines  974 

excessive : 

complaints  against   1172-1174 

mileage,  reduction 1074-1081 

not   sufficient   reason   for  entrance  of  second  com- 
pany into  occupied  field 1138 

exchange  sen'ice 1073 

extensions : 

bells 1091-1092 

telephones 973, 986, 1085, 1089-1092, 1096 

farm    lines    1000,1012,1018,1052-1054,1056,1076-1077, 

1079-1080,1137-1138 

fixed  by  commission,  petition  asking  for 994, 997 

flat * 1096 

substituted  by  measured 1068, 1070-1071 
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franchises,  fixed  by: 

commission  has  no  power  to  authorixe  increase 1025-1028 

discontinued,  and  rates  prescribed  by  commission . . .  1081-1096 

graduated 1151 

instead  of  uniform  toll 1141 ,  1148 

gross,  discount  for  prompt  payment 973-974 

grounded  lines,  for 1007 

hospitals,  classification   1009 

increase : 

commission  has  no  power  to  authorize,  when  rates 

are  fixed  by  franchise 1025-1028 

denied 1000-1001, 1004 

proposed 970-987, 1261 

service  discontinued  following 996 

switching  service,  for 1052-1054, 1059, 1066 

when  unremunerative 1011-1018, 1121-1123 

interchange  of  service 1123 

intercommunicating  system   1091-1092 

jacks ! '. 1091-1092 

joint: 

apportionment 1141-1142, 1145-1146, 1148-1149 

filed  with  commission 1106-1107 

fixed  by  commission  when  necessary 1041, 1043-1044 

publication 1044 

keys 1091-1092 

maximum,  fixed  by  franchise,  unremunerative 1082-1083 

measured  service,  for 1095-1096 

messages,  additional 1085, 1089-1090, 1095 

metallic  circuit  system 1007 

higher  than  grounded  line 1005, 1007 

metered,  after  transfer  of  property 1154 

mileage,  reduction  of  excessive 1074-1081 

minimiun  charge 1151 

toll  service  1069, 1071 

net,  maximum 973, 986-987 

"  other  line  '' 1068-1070 

paid  on  public  gifts  and  unearned  increment 1153 

party  Unes    974,987,1000,1076-1077,1079-1080,1083-1085, 

1089-1092,1121,1123 

ten-party  service 1067 

payment  in  advance 1237 

discount 973-974, 1000, 1029, 1123 

lawful 1010 
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private  branch  exchanges 1091-1092, 1096 

prohibitive,  restrain  service 1146 

push  buttons 1091-1092 

reasonable,  prescribed 1151-1153 

reduction : 

**  charitable  puriwses,'*  for,  limitation  of  term 1030-1031 

clergymen  to 1169 

excessive  mileage  charges 1074-1081 

gas  companies 1242-1247 

in  specified  classes  of  cases 961-969 

prohibited 1008 

toll 1067 

townships  and  counties,  to 1265 

transfer  of  property,  following 1257 

removal  of  instruments 1010-1011 

residence 974,987,1000,1012,1018,1076-1077, 

1083,1085,1089-1092 

business  higher  than 1009 

schedules : 

changes  in: 

prohibited  except  on  statutory  notice 1103 

when  advisable 1078-10T9 

discrepancies 1171,1233-1234 

filed  with  commission 1106-1107 

prescribed  by  commission 1262-1263 

short  term,  higher  than  regular 1010 

standard,  changes  in,  when  advisable 1078-1079 

subscribers  owning  equipment 1023, 1073 

switchboards 1091-1092 

switching  service 1012, 1015, 1018, 1047, 1052-1054, 1056, 1059. 

1064, 1137-1138 

increase 1066 

ten-party  lines    1067 

toll 1054-1056,1073, 1076 

additional  charge 1141-1142 

apportionment 1141-1142,1145-1146 

division  of  interline 1063-1065 

established 1001, 1004 

graduated  instead  of  uniform 1141, 1148 

just    1133 

minimum  charge  1069, 1071 

reduction 1067 

mileage  cliarges 1074-1081 

revision 1069, 1071-1072 
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top 1151 

trunk  lines  1091-1092 

uniform,  graduated  toll  charge  instead  of 1141, 1148 

zones 1070 

toll  charges  for 1141, 1148 

Electric  Light  and  Power  Companies 1151, 1261-1263 

Gas  Oompanies 1242-1247 

Water  Oompanies 1170-1241 

BEBATES: 

periods  of  suspension,  for 1096 

BEOOBDS: 

complaints  of  service 1132 

destruction,  regulations  for 988-989, 1150, 1265 

BEGULATIOKS: 

crossings,  for , 1104-1105 

government 1161-1163 

added  conditions  after  company  begins  business. . . .  1153 

BEHEABINGS: 

denied 1154-1164, 1260 

BEPAIBS: 

cost 1221-1222 

paid  for  by  subscriber 1053 

supply  of  parts  for 1130 

temporary 1129 

BEPOBTS: 

monthly  list  of  subscribers  paying  more  than  effective 

rates,  discontinued 987 

BEPBOBUOTION  COST,  NEW: 

as  basis  for  valuation 1016 

considered  in  fixing  rates 1082, 1087-1089 

minus  depreciation: 

considered  in  valuing  property 970, 976, 1170, 1180-1185, 

1192, 1194, 1204-1206, 1208, 1214 

value  based  on 1251 

not  sole  basis  for  determining  rate  of  return 1152 

BETUBN  UPON  INVESTMENT: 

basis 1156, 1158 

combined   profits   of   inter-related   companies  pooled   to 

meet  requirements 1242, 1244-1247 

fair 1189, 1199, 1222-1223 

no  allowance  for  going  value  when  company  pays . .   1252-1253 
rate  increase  to  secure 1122 
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not  based  on  value  of  donated  property IIW 

rate: 

8%  allowance 1153,1158 

7%  allowance: 

not  unreasonable 973, 986 

safe 1015 

6%  allowance 1123,1171,1191,1223 

6.44%  allowance 1082,1089 

6Vj%  upon  reproduction  cost,  new 1017 

REVENUES: 

non-operating,  considered  in  fixing  rates 1191,1225-1226 

operating: 

considered  in  fixing  rates. .  972,  982, 1013, 1016, 1082, 10S4, 1087, 
1089, 1093-1094, 1122, 1191, 1229-1234, 1262 

tables 1014r-1015, 1017, 1091-1092,1226 

toll 1O93-1094 

division  of  interline 1063-1065 

RICHMOND,  INDIANA: 

valuation   of  property  for  establishment  of  reasonable 

rates * 1170-1241 

RISK: 

extension  of  lines  involving 1166, 116S 

ROCK  ELM,  WISCONSIN: 

service  discontinued  on  line  built  without  authority  of 

commission 1133-1140 

ROUTING  or  MESSAGES 1063-1065 

circuitous,  physical  connection  to  avoid 1099-1100 

toll,  prompt 1133 

RULES: 

publication  in  directories 1131 

SALE: 

proi>erty,    difference    between    price    paid    and    realized 

assets,  excluded  from  valuation 971, 978 

SALVAGE: 

allowance 1153 

SAVING: 

economical  source  of  supply,  from,  shared  by  utility  with 

])ublic 1262 

SCHOOLS: 

rates,  reduction 1031 

SCOTT,  WISCONSIN: 

extension  of  lines  into  unoccupied  territory 1117-1121 

XXX 
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adequate : 

second  company  not   permitted   to   enter   occupied 

field  when  existing  company  furnishes 1114-1117, 1124 

standards 1127 

calls,  time  for  answering 1130 

complaints,  record  kept 1132 

continuous,  should  be  required 957 

cost : 

basis  for  rates 1077, 1171, 1219, 1227-1230 

factor  in  fixing  rates 1151-1152 

per  station  1014, 1122 

county,  rates  for  residence  lines  giving 1012, 1018 

day,  exchange  furnishing,  closed 1021-1023 

discontinued : 

by  subscribers  when  rates  are  raised 1052-1054, 1059 

on  line  built  without  authority 1133-1140 

discrimination : 

avoidance 1131 

free  or  reduced  rates  to  orphanages 968 

physical  connection  to  only  one  of  competitors 1038-1039 

exchange,  rates  1073 

free: 

attorneys,  to  96:J,  1264 

*'  charitable  purposes,*'  for,  limitation  of  term 1030-1031 

clergymen,  to 963-965, 1169 

discriminatory 1235 

eliminated 1068, 1072 

employees,  to 963-964 

exchanges,  between,  discontinued 1000-1004 

government  stations,  to 1069, 1072 

interchange  between  companies 1136 

discontinued 1073 

municipalities,  to   1265 

not  authorized 966-967 

persons  designated  by  municipality,  unlawful 965 

prohibited 1008 

specified  classes  of  cases 961-969 

toll,  unsatisfactory 1003 

grounded  lines,  over,  unsatisfactory 1006-1007 

inadequate,  complaints  against  1115 

interchange  between  companies,  rates 1123 

interruptions  and  irregularities 1131 

investigation 1261-1263 

lighting  and  power,  provisions  for 1130 

xxxi  , 
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local : 

certificate  of  public  convenience  and  necessity  re- 
quired for 1115-1117 

toll  lines,  from,  not  permissible 1124, 1126 

measured : 

rates 1O95-1096 

substituted  for  flat  rate 10G8, 1070-1071 

methods 1131 

**  mutual  system  '' 1099 

party  line: 

installation  reasonable 1016-1017 

ten-party,  installed 1066-1067 

readiness  to  serve 1231 

regrulations 1261,1263 

routing  of  messages 1063-1065 

circuitous,  direct  physical  connection  to  avoid 1099-1100 

standards 1261, 1263 

commission  to  fix 1116 

established 1127-1133 

publication  in  directories 1131 

stations,  rates 1018 

switching,  rates  1012, 1015, 1018, 1047, 1052-1054, 

1059,1064,1137-1138 

ten-party  lines  installed 1066-1067 

tests 1129, 1261, 1263 

through,  connection  maintained  for 1129 

toll: 

companies  giving,  not  required  to  supply  local  ser- 
vice    1115,1117 

free,  to  all  subscribers 1008, 1010 

maintenance  of  1129 

physical  connection,  for  1140-1149 

prompt  routing 1133 

traffic  studies  ordered  1130 

trial  ])hysical  connection 1033-1034 

unsatisfactory : 

complaints  against  1068, 1070, 1072 

improved  by  installation  of  metallic  system 1005-1007 

value : 

considered  in  fixing  rates 970, 976, 1246 

rates  higher  than  justified  by 1074, 1079 

SEWARD,  ILLINOIS: 

discrimination  in  rates  between  stockholders  and  non- 
stockholders, eliminated   1020-1021 

zxxii 
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SHERMAN,  WISCONSIN:  page. 

extension  of  lines  into  unoccupied  territory 1117-1121 

"SIDELINES"  : 

maintenance 1066 

SINKING  FUND 1156 

SPEOIFIOATIONS: 

crossings 1104 

STATIONS: 

railways,  pay  stations  in 1009 

service,  rates  1018 

STOCK: 

capital : 

cancellation  of  unauthorized 958 

issue : 

at  par 955 

approved 124&-1249, 1255, 1258-1259 

extensions,  for,  denied  until  company  secures 
certificates  of  public  convenience  and  neces- 
sity         955-958 

in  lieu  of  unauthorized  stock 955-958 

sale    to    company   engaged   in    similar   business   in 

neighboring  city   1248-1259 

value 1195-1196, 119S-1199 

STOCKHOLDEES: 

discrimination  in  rates  between  non-stockholders  and.. .       993,995, 

999, 1020-1021, 1023-1024 
STORMS: 

provision  against 1130 

STRONG  CITT,  OKLAHOMA: 

compulsory  physical  connection 1099-1102 

SUBSCRIEERS: 

names  filed  with  commission 987 

number,  limited 1128 

prospective,  choice  between  two  companies 1118, 1120-1121 

ST7PERINTENDENCE : 

allowance 1179, 1182, 1185, 1188, 1202, 1213, 1215-1216 

SWITCHBOARDS: 

installation,  certificate  of  public  convenience  and  neces- 
sity not  required  for 989-993 

maintenance 1129-1130 
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rates 1012, 1015, 1018, 1047, 1052-1054, 1056, 1059, 1064, 

1066, 1137-1138 
TANGIBLES: 

value  including  weighting  percentage 1082 

TAXATION: 

allowance 1093, 1218 

construction,  during 1082, 1087 

income 1093 

TELEGRAM  TOLL  SERVICE: 

rates,  contracts  1069, 1071 

TELEGRAMS: 
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PART  I. 

COMMISSION  ORDERS,  RULINGS  AND  DECISIONS 
DIRECTLY  AFFECTING  TELEPHONE  AND 
TELEGRAPH  COMPANIES. 

CALIFOHNIA. 

Railroad  Commission. 

In  the  Matter  of  the  Application  of  Campbell  Tele- 
phone Company  for  an  Order  Authorizing  the  Issue 
of  Capital  Stock. 

Application  No.  1147  —  Decision  No.  1664. 

Decided  July  11,  1914. 

Autliorization  of  Stock  in  Substitation  for  Stock  Issued  Without  Author- 
ity—  Issue  of  Additional  Stock  Denied  without  Prejudice  Pend- 
ing the  Securing  by  Ai^Ucant  of  Certificate  of  Public 
Convenience     and    Necessity    Authorizing 
Extension  of  System. 

Applicant  authorized  to  issue  twenty-seven  shares  of  its  capital  stock 
of  the  par  value  of  $10.00  per  share  in  lieu  of  stock  heretofore  issued 
without  the  Commission's  consent,  proceeds  of  which  were  used  for 
extensions  to  system.  Application  to  issue  additional  stock,  denied  with- 
out prejudice,  pending  the  securing  by  applicant  of  a  certificate  of  public 
convenience  and  necessity  authorizing  the  extension  of  its  system. 

Appearance  : 

L.  /).  Bohnett,  for  applicant. 

Report. 
Gordon,  Commissioner: 

This  is  an  application  by  Campbell  Telephone  Company 
for  authority  to  issue  27  shares  of  its  capital  (common) 
stock  in  lieu  of  27  shares  heretofore  unlawfully  issued,  and 
to  further  issue  additional  stock  from  time  to  time  as 
needed  for  the  purpose  of  constructing  lines  and  installing 
telephones  for  new  subscribers. 

955 
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The  applicant  is  a  California  corporation  and  owns  a 
system  of  rural  or  farmer  lines  which  it  is  operating  as  a 
public  utility  in  the  vicinity  of  Campbell,  Santa  Clara 
County.  It  does  not  operate  an  exchange  switchboard,  but 
connects  its  lines  with  an  exchange  which  is  owned  and 
operated  by  The  Pacific  Telephone  and  Telegraph  Com- 
pany in  the  town  of  Campbell.  The  Pacific  company  per- 
forms the  switching  service  and  collects  from  the  applicant 
a  yearly  switching  charge  for  each  of  its  subscribers. 

The  applicant,  Campbell  Telephone  Company,  has  an 
authorized  capitalization  of  $10,000  divided  into  1,000 
shares  of  the  par  value  of  $10.00  each.  Heretofore  it  has 
sold  its  stock  at  a  price  calculated  to  provide  only  sufficient 
money  to  construct  the  lines  and  purchase  the  telephones 
necessary  to  install  service  for  those  buying  stock.  This 
cost  has  been  ordinarily  $27.50,  or  in  those  cases  where 
special  equipment  has  been  provided  the  cost  has  been 
$28.50,  and  in  either  case  3  shares  of  stock  were  issued  for 
the  amount  paid.  As  of  the  date  of  this  application,  a  total 
of  265  shares  have  been  sold  for  the  aggregate  sum  of 
$2,387,  inclusive  of  the  27  shares  which  were  unlawfully 
issued.  This  entire  amount  has  been  expended  in  con- 
structing lines  and  in  purchasing  and  installing  telephones. 

The  application  and  the  testimony  show  that  the  appli- 
cant was  not  aware  that  the  law  requires  Commission  ap- 
proval for  the  sale  of  stock  by  public  utilities,  and  since  the 
entire  proceeds  from  the  sale  of  these  27  shares  have  been 
expended  in  providing  telephone  service  for  their  purchas- 
ers, I  shall  recommend  that  the  reissue  of  these  27  shares 
be  authorized. 

So  far  as  that  portion  of  the  application  is  concerned 
which  seeks  permission  to  issue  and  sell  additional  shares 
of  stock,  the  testimony  shows  that  The  Pacific  Telephone 
and  Telegraph  Company  is  by  its  lines  serving  certain  por- 
tions of  the  territory  which  is  also  served  by  this  appli- 
cant's lines,  and  that  neither  company  has  secured  a  cer- 
tificate of  public  convenience  and  necessity  authorizing 
'^^tensions   in   this   territory.     I   am   accordingly   of  the 
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opinion  that  permission  for  the  issue  and  sale  of  additional 
stock  by  the  applicant  should  be  withheld  until  it  has  filed 
with  the  Commission  the  usual  application  for  a  certificate 
of  public  convenience  and  necessity  and  has  received  the 
Commission's  order  thereon. 

The  testimony  shows  further  that  the  rate  which  the 
applicant  pays  to  the  Pacific  company  for  each  of  its  sub- 
scribers contemplates  a  continuous  day  and  night  service, 
although  continuous  service  is  not  maintained  at  the  Camp- 
bell exchange.  I  would  suggest  to  the  applicant  that  this 
matter  be  formally  directed  to  the  notice  of  the  Pacific 
company  and,  if  that  company  will  not  voluntarily  grant  a 
satisfactory  adjustment,  that  the  Commission  be  applied 
to  for  relief. 

I  recommend  the  following  order: 

Order. 

Application  having  been  made  by  Campbell  Telephone 
Company  for  an  order  of  this  Commission  authorizing  it 
to  issue  27  shares  of  its  capital  stock  in  lieu  of  an  equal 
number  of  shares  heretofore  issued  without  the  prior  au- 
thorization of  this  Commission,  in  ignorance  of  the  pro- 
visions of  the  Public  Utilities  Act,  and  for  authorization 
to  issue  and  sell  additional  shares  from  time  to  time  as 
needed  for  the  purpose  of  building  lines  and  installing 
telephones  for  new  subscribers ;  and  the  entire  amount  of 
money  received  from  the  sale  of  the  said  27  shares  here- 
tofore issued  having  been  used  for  purposes  of  building 
lines  and  installing  telephones  for  the  purchasers  of  said 
27  shares  of  stock ;  and  a  hearing  having  been  held,  and  it 
appearing  to  the  Commission  that  the  purposes  for  which 
the  proceeds  of  the  sales  of  the  27  shares  of  stock  were  not 
in  whole  or  in  part  reasonably  chargeable  to  operating  ex- 
penses or  to  income ;  and  it  further  appearing  to  the  Com- 
mission that,  as  set  forth  in  the  opinion  accompanying  this 
order,  the  territory  into  which  applicant  desires  to  extend 
is  served  in  part  by  lines  owned  and  operated  by  The 
Pacific  Telephone  and  Telegraph  Company,  and  that  appli- 
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cant  has  not  applied  for  a  certificate  of  public  convenience 
and  necessity  for  authority  to  extend  its  lines,  as  provided 
by  Section  50(a)  of  the  Public  Utilities  Act; 

It  is  hereby  ordered^  That  Campbell  Telephone  Company 
be,  and  it  hereby  is,  granted  authority  to  issue  27  shares 
of  its  capital  stock  upon  the  following  conditions  and  not 
otherwise,  to  wit: 

1.  Said  27  shares  of  its  capital  stock  shall  be  issued  to 
the  following  persons  in  substitution  for  an  equal  number 
of  shares  shown  to  have  been  issued  as  follows : 


Date 


January  14,  1913 

March  6,  1913 

March  7,  1913 

May  31,  1913 

June  23.  1913 

September  30.  1913 

October  6.  1913 

Dec3mber  26,  1913 

January  10.  1914 


Numht  •  of 

S umber  of 

certificate 

aharea 

85 

3 

87 

3 

88 

3 

93 

3 

94 

3 

84 

3 

96 

3 

98 

3 

99 

3 

Issued  to 


Value 


S.  G.  Roy 

A.  8.  Collins 

Mrs.  N.  P.  Philli/i 

Harry  Baehr 

Thos.  Srellman ... 

G.  H.  Higbee 

F.  and  L.  Downing 

A.  Ferro 

E.  A.Colby 


S2S.50 

27  50 
27.50 

28  50 
28  50 

27  SO 

28  50 

27  50 

28  50 


2.  Before  said  stock  shall  be  issued,  the  certificates  of 
stock  in  lieu  of  which  said  stock  is  hereby  authorized  to  be 
issued  shall  be  called  in  by  applicant  and  cancelled. 

And  it  is  hereby  further  ordered.  That  pending  the  appli- 
cation for  and  the  issuance  by  the  Commission  of  a  cer- 
tificate of  public  convenience  and  necessity  permitting  the 
construction  of  additional  lines  or  the  further  extension  of 
present  lines  into  territory  at  present  served  by  The 
Pacific  Telephone  and  Telegraph  Company,  as  more  specifi- 
cally referred  to  in  the  opinion  accompanying  this  order, 
that  portion  of  the  application  herein  for  authority  to  issue 
and  sell  additional  shares  of  stock  from  time  to  time  as 
needed  for  the  purpose  of  constructing  lines  and  installing 
telephones  in  new^  territory  is  dismissed  without  prejudice. 

The  foregoing  opinion  and  order  are  hereby  approved 
and  ordered  filed  as  the  opinion  and  order  of  the  Railroad 
Commission  of  the  State  of  California. 

Dated  at  San  Francisco,  California,  this  eleventh  day  of 
July,  1914. 
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FLORIDA. 

Railroad  Commission. 

In  the  Matter  of  the  Double  Charge  for  Telephone 
Service  to  the  Dutton  Phosphate  Company  and  the 
Button  Commissary  Company.* 

File  No.  3618- A  — Order  No.  451. 

Decided  August  8,  1914. 
ImiKwition  of  Penalty  for  Unjust  DiBcrlmination. 

Opinion  and  Order. 

In  pursuance  of  notice  No.  49,  dated  July  9,  1914,  this 
matter  came  on  for  consideration  on  the  thirtieth  day  of 
July,  1914,  at  10  o'clock  in  the  morning  at  the  oflSce  of  the 
Railroad  Commissioners  of  the  State  of  Florida  in  the  city 
of  Tallahassee.  After  hearing  the  testimony  of  Mr.  W.  M. 
Dale,  as  a  witness  for  the  complainants  and  Mr.  E.  E. 
Voyle,  who  appeared  in  behalf  of  the  East  Florida  Tele- 
phone Company,  without  sworn  or  written  answer,  the  said 
matter  was  taken  under  advisement. 

And  now  on  this  day,  the  said  matter  coming  on  for 
further  consideration,  the  Railroad  Commissioners  of  the 
State  of  Florida  do  find  that  the  Dutton  Phosphate  Com- 
pany and  the  Dutton  Commissary  Company  occupy  the 
same  oflSce  at  Newberry,  Florida;  that  the  said  companies 
are  separate  corporations  but  under  the  same  management 
and  control ;  that  the  East  Florida  Telephone  Company  is 
rendering  a  telephone  service  to  the  said  oflSce  and  that  the 
telephone  connection  in  the  said  oflSce  and  the  service  ren- 
dered thereto  were  at  the  request  of  the  Dutton  Phosphate 
Company;  that  the  telephone  instrument  in  the  said  oflSce 
is  the  property  of  the  Dutton  Phosphate  Company ;  that  it 


•  For  the  previous  history  of  this  ease,  see  Commission  Leaflet  No.  32, 
at  page  276. —  Ed. 
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is  the  custom  of  the  said  East  Florida  Telephone  Company 
to  require  each  subscriber  to  furnish  his  own  instrument; 
that  the  said  East  Florida  Telephone  Company  has  here- 
tofore required  the  payment  of  $6.00  per  month  for  the 
use  of  the  telephone  connection  in  the  said  oflSce  and  has 
charged  and  collected  the  said  amount  of  $6.(X)  in  that  it 
has  required  the  Button  Phosphate  Company  to  pay  for 
the  use  of  the  said  telephone  connection  the  sum  of  $3.00 
per  month  and  has  required  the  said  Button  Commissary 
Company  to  pay  for  the  said  telephone  connection  the  sum 
of  $3.00  per  month;  and  that  the  said  telephone  company 
insists  upon  its  right,  upon  failure  of  either  the  said  But- 
ton Phosphate  Company  or  the  said  Button  Commissary 
Company  to  pay  the  $3.00  charged  against  it,  to  discontinue 
the  service  to  the  said  office;  and  that  the  said  telephone 
company  has  not  made  a  like  charge  of  $6.00  per  month 
for  the  use  of  any  telephone  connection  to  any  other  sub- 
scriber or  subscribers,  but  has  charged  only  the  sum  of 
$3.00  per  month  for  its  other  telephone  connections;  and 
that  the  said  telephone  company  has  charged  and  coUected 
from  other  persons  receiving  a  like  service  the  sum  of 
$3.00  per  month. 

The  said  Railroad  Commissioners  are  of  the  opinion  that 
under  the  circumstances  shown  the  said  East  Florida  Tele- 
phone Company  is  not  justified  in  charging  and  collecting 
from  the  Button  Phosphate  Company  and  the  Button  Com- 
missary Company  each  the  sum  of  $3.00  per  month  for  the 
use  of  the  telephone  connection  in  the  office  of  the  said 
Button  Phosphate  Company. 

Wherefore^  it  is  considered,  ordered  and  adjudged.  By 
the  Railroad  Commissioners  of  the  State  of  Florida  that 
the  East  Florida  Telephone  Company  did,  within  twelve 
months  last  past,  exact,  charge  and  collect  for  the  rental 
or  use  of  its  telephone  line,  instruments,  appliances  and 
apparatus  in  the  office  of  the  Button  Phosphate  Company 
at  Newberry  aforesaid  certain  rates,  charges,  tolls  or  rent- 
als, which  are  unjust,  unreasonable  and  unjustly  discrimi- 
natory, and  that  the  said  East  Florida  Telephone  Company 
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is  therefore  guilty  as  charged  in  the  second  paragraph 
of  the  said  notice  No.  49. 

And  it  is  further  considered,  ordered  and  adjudged,  By 
the  Bailroad  Commissioners  of  the  State  of  Florida,  that 
the  said  East  Florida  Telephone  Company  has  thereby  in- 
curred a  penalty,  which  is  hereby  fixed  and  imposed  in  the 
sum  of  $100,  which  it  is  required  to  pay  promptly  to  the 
State  Treasurer,  according  to  law. 

Done  and  ordered  by  the  Railroad  Commissioners  of  the 
State  of  Florida,  in  session  at  their  office  in  the  city  of 
TaUahassee,  the  capital,  this  eighth  day  of  August,  a.  d. 
1914. 


In  the  Matter  op  Concessions  by  Telephone  Companies  to 
Municipal,  County  and  State  Governments,  and  to 
Organizations  and  Other  Persons  and  Concerns. 

File  No.  3618  — D. 

Dated  August  25,  1914. 

Ckmceasions  Allowed  Emiiloyees  of  Tatoiihoiie  Ckmipany  or  of  Othor  Oom- 
mon  Canlen»  or  Potboiib  Engaged  ExchulTely  in  Cluuitable  and 
Eleemoeynary  Works  or  Persons  SpedaUy  Mentioned  or  Re- 
ferred to  in  Statute  —  Concessions  to  Municipalities  Denied 
—  Discrimination  between  Charitable  Organisations  as 
to  Free   and  Reduced  Bate  Service  Prohibited. 

Ruling. 

To  all  companies  and  individuals  owning  or  operating  tele- 
phone service  within  the  State  of  Florida: 

Inquiry  instituted  by  the  Railroad  Commissioners  re- 
vealed the  fact  that  many  abuses  had  crept  into  the  oper- 
ation of  telephone  business  in  the  way  of  free  or  reduced 
rates,  contrary  to  the  provisions  of  Chapter  6625,  Laws 
of  Florida,  approved  June  6,  1913.'  The  Commissioners 
referred  the  matter  to  counsel  for  legal  opinion  upon  this 
subject.  That  opinion  deals  with  the  case  of  the  Southern 
Sell  Telephone  and  Telegraph  Company  in  particular,  but 
is   applicable  to  every  company  owning  and  operating  a 
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telephone  service  in  this  State.    The  opinion  in  full  is  as 
follows : 

Opinion  op  Counsel. 

Upon  the  Southern  Bell  Telephone  and  Telegraph  Com- 
pany's statement  of  full  and  part  concessions  in  the 
State  of  Florida,  dated  June  22,  1914. 

The  statement  in  question  shows  the  free  service  and 
reduced  service  rendered  by  the  company  within  the  State 
.  of  Florida,  and  this  opinion  deals  with  the  validity  of  such 
concessions. 

A  letter  from  Judge  H.  E.  W.  Palmer,  general  attorney 
for  the  company,  calls  my  attention  to  the  case  of  A^ew 
York  Telephone  Company  v.  Siegel  Cooper  Company ,  202 
New  York  502  (96  N.  E.  109).  In  this  case  it  was  held  that 
certain  concessions  to  cities  were  lawful,  but  the  decision 
was  distinctly  based  upon  the  fact,  that  the  concessions 
were  not  forbidden  by  statute.  The  court  held  that,  in  the 
absence  of  statute,  the  concessions  were  lawful  at  common 
law. 

The  Florida  situation  is  distinctly  different.  We  are 
not  proceeding  under  the  common  law,  but  under  a  statute 
which  definitely  declares  that  *'no  telephone  company  or 
telegraph  company  subject  to  the  provisions  of  this  act 
shall,  directly  or  indirectly,  give  any  free  or  reduced  serv- 
ice or  any  free  pass  or  frank  for  the  transmission  of  mes- 
sages by  either  telephone  or  telegraph  between  points  in 
this  State,''  except  in  certain  specified  cases. 

This  language  is  clear  and  unmistakable.  No  free  or 
reduced  service  can  lawfully  be  allowed  except  to  those 
within  specifically  enumerated  classes.  The  excepted 
classes  are  designated  by  the  Florida  statute  as  follows: 
''  P.rovided,  that  it  shall  be  lawful  in  this  State  to  issue, 
exchange  passes  and  franks  and  grant  free  and  reduced 
service  and  contract  for  exchange  of  services  by  and  be- 
tween common  carriers  as  defined  by  and  provided  for  in  the 
Act  of  Congress  entitled  *An  Act  to  Regulate  Commerce' 
and  acts  amendatory  thereof  and  supplemental  thereto/' 
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Our  act  can  only  be  construed  then  by  reference  to  the 
Act  to  Regulate  Commerce.  We  find  in  the  first  section  that 
a  common  carrier  is  forbidden  to  allow  free  or  reduced 
service, 

**  Except  to  its  employees  and  their  families,  its  officers,  agents,  sur- 
geons, physicians,  and  attorneys  at  law;  to  ministers  of  religion,  travel- 
ing secretaries  of  railroad  Young  Men's  Christian  Associations,  inmates 
of  hospitals  and  charitable  and  eleemosynary  institutions,  and  persons 
exclusively  engaged  in  charitable  and  eleemosynary  work;  to  indigent, 
destitute,  and  homeless  i)ersons,  and  to  such  persons  when  transported 
by  charitable  societies  or  hospitals,  and  the  necessary  agents  employed 
in  such  transportation;  to  inmates  of  the  National  Homes  or  State 
Homes  for  Disabled  Volunteer  Soldiers,  and  of  Soldiers'  and  Sailors' 
Homes,  including  those  about  to  enter  and  those  returning  home  after 
discharge;  to  necessary  caretakers  of  live  stock,  poultry,  milk  and 
fruit;  to  employees  on  sleeping  ears,  express  cars  and  to  linemen  or 
telegraph  and  telephone  companies;  to  Railway  Mail  Service  employees, 
postoffice  inspectors,  customs  inspectors,  and  inmiigration  inspectors;  to 
newsboys  on  trains,  baggage  agents,  witnesses  attending  any  legal  inves- 
tigation in  which  the  common  carrier  is  interested,  persons  injured  in 
wrecks  and  physicians  and  nurses  attending  such  persons:  Provided, 
That  this  provision  shall  not  be  construed  to  prohibit  the  interchange 
of  passes  for  the  officers,  agents,  and  employees  of  common  carriersi 
and  their  families;  nor  to  prohibit  any  common  carrier  from  carrying 
passengers  free  with  the  object  of  providing  relief  in  cases  of  general 
epidemic,  pestilence,  or  other  calamitous  visitation :  And  provided  further, 
That  this  provision  shall  not  be  construed  to  prohibit  the  privilege  of 
passes  or  franks,  or  the  exchange  thereof  with  each  other,  for  the 
officers,  agents,  employees,  and  their  families  of  such  telegraph,  telephone 
and  cable  lines,  and  the  officers,  agents,  employees  and  their  families  of 
other  common  carriers  subject  to  the  provisions  of  this  act:  Provided 
further,  That  the  term  *  employees'  as  used  in  this  paragraph  shall 
include  furloughed,  pensioned,  and  superannuated  employees,  persons 
who  have  become  disabled  or  infirm  in  the  service  of  any  such  common 
carrier,  and  the  remains  of  a  person  killed  in  the  employment  of  a 
carrier  and  exemployees  traveling  for  the  purpose  of  entering  the 
service  of  any  such  common  carrier;  and  the  term  '  families  '  as  used 
in  this  paragraph  shall  include  the  families  of  those  persons  named  in 
this  proviso,  also  the  families  of  persons  killed,  and  the  widows  during 
widowhood,  and  minor  children  during  minority  of  persons  who  died, 
while  in  the  service  of  any  such  common  carrier/' 

It  is  noticeable  that  many  of  the  foregoing  except* 
are  not  applicable  to  telephone  and  telegraph  comp^ 
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This  is  due  to  the  fact  that  the  exceptions  were  as  orig- 
inally enacted  applicable  to  carriers  of  persons  and  prop- 
erty. By  later  amendments  they  were  made  applicable 
also  to  telegraph  and  telephone  companies.  In  some  cases, 
as  for  example,  newsboys  on  trains,  the  provisions  are 
utterly  inapplicable  to  telephone  companies.  In  other  in- 
stances the  application  to  telephone  companies  cannot  be 
strictly  made,  but  can  be  made  by  analogy. 

Proceeding  to  examine  the  list  of  concessions  submitted 
in  the  company's  statement,  I  note  that  many  of  the  con- 
cessions are  to  ''  employees.''  Presuming  that  this  means 
employees  of  the  company,  we  find  that  they  are  specifically 
included  among  the  foregoing  exceptions,  and  therefore 
employees  may  be  lawfully  allowed  free  or  reduced  service. 

In  other  cases,  the  concession  is  indicated  to  be  by  way 
of  exchange.  For  example,  in  case  of  the  Western  Union 
Telegraph  Company  and  Southern  Express  Company,  ex- 
changes are  expressly  included  within  the  list  of  exceptions, 
and  therefore  these  concessions  are  lawful. 

Among  the  excepted  classes  are  **  persons  exclusively 
engaged  in  charitable  and  eleemosynary  works."  This 
class  clearly  embraces  such  institutions  as  the  Associated 
Charities  and  the  Salvation  Army  and  probably  the  other 
organizations  within  the  same  group,  to  whom  concessions 
have  been  allowed  under  the  general  designation  **  char- 
ity." The  only  question  on  this  point  would  be  whether 
an  allowance  to  the  Associated  Charities  and  like  organi- 
zations could  be  considered  as  made  to  **  persons.^*  I  think, 
however,  that  concessions  to  these  organizations  are  clearly 
lawful. 

In  some  other  cases,  it  does  not  appear  from  the  state- 
ment whether  the  concession  is  lawful  or  not.  For  example, 
on  Page  2,  under  the  designation  **  religious,"  I  find  the 
name  '*  E.  G.  Weed."  There  is  nothing  to  indicate  the 
capacity  in  which  he  is  entitled  to  this  concession.  From 
my  own  knowledge,  however,  I  have  no  question  that  the 
reference  is  to  Bishop  Weed,  and  that  the  concession  is 
allowed  to  him  as  a  minister  of  religion,  which  is  entirely 
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lawful  under  the  statute.  I  recognize  the  names  of  other 
ministers  who  are  entitled  to  the  same  concession  upon  the 
same  theory.  Taking  the  entire  statement  I  find  under  the 
designation  *  *  religious  ' '  the  names  of  some  persons  whom 
I  do  not  happen  to  know.  They  may  be  ministers  and 
doubtless  are,  but  the  question  can  only  be  settled  by 
ascertaining  the  facts. 

A  doubt  arises  in  such  cases  as  the  Church  Club  of 
Jacksonville,  to  which  a  concession  is  allowed  under  the 
designation  **  religious."  It  could  scarcely  be  contended 
that  an  allowance  to  the  Church  Club  is  equivalent  to  an 
allowance  to  a  minister  of  religion  or  to  a  charitable  insti- 
tution. This  is  another  case,  however,  where  actual  ascer- 
tainment of  the  facts  is  necessary  to  a  determination  of 
the  validity  of  the  concession.  There  are  instances  of  the 
same  kind  which  will  be  recognized  upon  examination, 
where  final  conclusions  must  depend  upon  the  knowledge 
which  the  commissioners  have  or  can  secure  as  to  the  par- 
ticular case. 

There  are  other  instances  where  the  statement  contains 
no  indication  whatever  that  the  concession  is  lawful.  For 
example,  throughout  the  statement  are  many  allowances 
shown  under  the  designation  *  *  agreement  with  city. ' '  I 
understand  this  to  mean  that  the  company  has  an  agree- 
ment with  the  city  of  Pensacola,  incorporated  in  the  com- 
pany's franchise,  by  which  the  city  has  the  right  to  desig- 
.  nate  certain  persons  to  receive  free  service,  and  that 
numerous  concessions  have  been  granted  under  this  agree- 
ment to  persons  not  included  in  the  statutory  list  of  excep- 
tions. There  is  nothing  in  the  list  of  exceptions,  or  else- 
where in  the  telephone  and  telegraph  act  to  justify  these 
concessions,  and,  therefore,  the  case  is  subject  to  the  full 
forcp  of  the  statutory  provision,  which  is  that  **  No  tele- 
phone or  telegraph  company  •  *  *  shall  directly  or 
indirectly  give  free  or  reduced  service,''  except  to  those 
within  the  enumerated  classes. 

The  same  appears  to  be  true  as  to  those  concessions 
marked  **  contributions ''  and  **  exchange  for  member- 
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ship, ' '  where  free  or  reduced  service  is  rendered  to  boards 
of  trade,  fair  associations,  etc.  However  laudable  the  sup- 
port of  these  institutions  may  be,  the  statute  apparently 
makes  no  provision  for  such  cases. 

Another  class  of  concessions  is  shown  in  the  statement 
under  the  designation  **  municipal.''  These  cases  present 
the  most  serious  difficulty  to  be  found  in  the  consideration 
of  the  statement  before  me.  It  must  be  borne  in  mind  that 
under  the  Act  of  1913,  it  is  lawful  in  this  State  to  grant 
free  or  reduced  service,  etc.,  to  the  extent  defined  by  and 
provided  for  in  the  Federal  Act  to  Regulate  Commerce, 

The  question  then  is,  to  what  extent  does  the  Act  to 
Regulate  Commerce  permit  free  or  reduced  service  by  tele- 
phone companies  f 

Prior  to  1906  the  free  or  reduced  service  that  might  be 
rendered  by  a  carrier,  both  in  the  handling  of  property 
and  the  transportation  of  passengers,  was  prescribed  by 
Section  22  of  the  Act  to  Regulate  Commerce,  but  by  the 
Hepburn  Act  in  1906  a  paragraph  was  added  to  Section  1 
of  the  original  act  which  fully  covers  the  allowance  of  free 
or  reduced  service  in  the  transportation  of  passengers  and 
in  my  opinion  repeals  the  original  Section  22  so  far  as  it 
affects  the  passenger  service,  leaving  effective  only  this 
provision:  **  That  nothing  in  this  act  shall  prevent  the 
carriage,  storage  or  handling  of  property  free  or  at  re- 
duced rates  for  the  United  States,  State  or  municipal  gov- 
ernments, or  for  charitable  purposes,  or  to  or  from  fairs 
and  expositions  for  exhibition  thereat." 

Neither  of  these  sections  had  reference  originally  to 
telephone  service,  since  such  service  was  not  affected  by 
the  act  as  it  then  stood. 

However,  by  the  amendment  of  June  18,  1910,  the  orig- 
inal act  was  so  enlarged  as  to  embrace,  for  certain  pur- 
poses, service  by  telegraph,  telephone  and  cable. 

There  are  many  provisions  of  the  act  not  applicable  to 
telephone  lines  and  here  arises  the  question  whether  those 
provisions  of  the  act  which  govern  the  allowance  of  free 
or  reduced  service  are  applicable  to  telephones. 
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Looking  to  these  provisions,  we  find  that  what  is  left  of 
Section  22,  the  part  not  repealed  by  the  Hepburn  Law,  has 
reference  to  **  the  carriage,  storage  or  handling  of  prop- 
erty^^^  while  Section  1  authorizes  free  or  reduced  service 
in  connection  with  the  transportation  of  passengers. 

Since  the  telephone  business  involves  neither  the  **  car- 
riage, storage  or  handling  of  property,"  nor  the  **  trans- 
portation of  passengers, ' '  we  are  justified  in  the  conclusion 
that  no  provision  is  made  by  the  law  for  free  or  reduced 
service  by  telephone  companies  unless  it  is  made  by  special 
amendment  elsewhere. 

On  this  point  I  find  in  that  paragraph  of  Section  1  which 
relates  to  free  or  reduced  service  this  provision: 

^^And  provided  further,  That  this  provision  shall  not  be 
construed  to  prohibit  the  privilege  of  passes  or  franks  or 
the  exchange  thereof  with  each  other,  for  the  officers, 
agents,  employees  and  their  families,  of  such  telegraph, 
telephone  and  cable  lines." 

Allowing  this-  provision  the  most  liberal  scope  possible, 
I  have  assumed  that  it  was  designed  to  so  enlarge  Section  1 
as  to  allow  free  or  reduced  service  by  telephone  companies 
in  the  cases  enumerated  in  the  list  of  exceptions  in  that 
section  which  is  quoted  above. 

Since  there  is  an  express  provision  for  the  purpose  of 
extending  Section  1  to  embrace  free  service  by  telephone 
companies  and  no  such  provision  affects  Section  22,  I  con- 
clude by  like  reasoning  that  the  privileges  of  free  or  re- 
duced service  granted  by  Section  22  apply  only  to  carriers 
of  passengers  and  property,  and  do  not  extend  to  telephone 
service. 

If  this  last  conclusion  is  correct,  the  concessions  desig- 
nated **  municipal  "  are  not  authorized. 

I  must  admit,  however,  that  the  statutory  provisions  on 
this  point  are  obscure  and  my  construction  will  possibly 
be  questioned.  The  obscurity  is  tp  be  found  in  the  Act 
to  Regulate  Commerce  and  our  only  escape  from  it  is  for 
the  legislature  to  so  change  our  statute  as  to  make  the 
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necessary  provisions  independent  of  the  Act  to  Regulate 
Commerce. 

Wliat  has  been  said  with  reference  to  concessions  to 
municipalities  is  true  as  to  allowances  to  counties. 

A  close  scrutiny  of  the  individual  concessions  shown  on 
the  list  will  probably  reveal  other  cases  where  the  fore- 
going rules  are  applicable.  Taking  the  general  rule,  that 
no  concession  is  allowable  unless  the  beneficiary  is  em- 
braced in  the  list  of  exceptions  above  set  forth,  the  applica- 
tion of  the  rule  to  individual  cases  is  mainly  a  question  of 
fact  rather  than  of  legal  opinion. 

Supplemental  Opinion. 

Can  a  TelepJione  Company  Lawfully  Grant  Free  Service 
to  One  Orphanage  and  Only  a  50  Per  Cent.  Reduction 
to  Another? 

Such  action  on  the  part  of  a  telephone  company  appears 
to  come  within  prohibited  discriminations.  The  company 
is  under  no  obligation  to  grant  free  or  reduced  service  to 
charitable  organizations,  but  having  made  such  concessions 
to  one  organization  it  should  not  exclude  another  in  like 
situation. 

It  has  been  said  by  a  federal  court  that  the  railroads 
cannot  grant  concessions  to  ministers  of  one  denomination 
and  refuse  to  grant  like  concessions  to  those  of  another. 
This  language  was  used  as  a  dictum,  but  the  reasoning 
is  good. 

See  United  States  v.  Chicago  and  North-Western  Rail- 
tvay  Company,  127  Fed.  785  (790). 

Ruling. 
The  purpose  of  this  communication  is  to  advise  all  com- 
panies and  individuals  owning  or  operating  telephone 
service  within  the  State  of  Florida,  that  they  must  con- 
form to  the  law.  That  hereafter  should  it  come  to  the 
notice  of  the  commissioners  that  any  such  companies  or 
persons  have  granted  or  given  any  free  or  reduced  service, 
free  pass  or  frank  for  the  use  of  any  telephone  or  message 
?lephone  to  persons  who  do  not  come  within  the  limita- 
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tions  of  the  statute,  that  the  commissioners  will  imme- 
diately begin  proceedings  for  the  punishment  of  such  viola- 
tions of  the  law. 

The  opinion  above  fully  enumerates  the  persons  or 
classes  to  whom  concessions  may  be  made,  and  concessions 
contrary  to  the  exceptions  above  set  forth  are  contrary 
to  law  and  must  be  discontinued. 
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Railroad  Obmmission. 

City  of  Columbus  et  al.  v.  Southern  Bblx.  Telephone  and 
Telegraph  Company. 

File  No.  11498. 

Decided  September  8,  1914. 

Complaint  as  to  Proposed  Increase  in  Bates  for  Exchange  Service. 

This  was  a  complaint  by  the  city  of  Columbus  as  to  the  reasonableness 
of  certain  increased  rates  which  the  Southern  Bell  Telephone  and  Tele- 
graph Company  proposed  to  put  into  effect  at  its  exchange  in  Columbus 
in  accordance  with  an  agreement  with  the  city,  submitted  to  and  approved 
by  the  Commission  on  June  10,  1909. 

Factors  to   be  Considered  in  Determining  Reasonableness   of  Bates  are 
Value  of  Service  and  Value  of  Property  Devoted  to  PnbUc  Service. 

Held:  That  in  order  to  determine  the  reasonableness  of  the  rates  in 
question,  they  must  be  considered  in  relation  to  both  (1)  the  value  of  the 
service,  and  (2)  the  fair  value  of  the  property  devoted  to  the  public 
service. 

Relevant  Facts  to  be  Considered  in  Valuing  Property  Enumerated  by  tbe 

Commission. 

Held:  That  the  property  to  be  valued  is  that  actually  used  and  useful 
in  the  public  service  at  the  time  of  the  inquiry; 

That  it  is  not  the  Commission's  idea  that  a  business  is  to  be  valued; 

That  among  the  relevant  facts  to  be  considered  in  estimating  the 
value  of  the  property  are:  (1)  the  cost  of  acquisition  and  construction, 
(2)  the  amounts  subsequently  expended  in  permanent  additions  and 
improvements,  (3)  the  present,  as  compared  with  the  original  cost  of 
construction,  (4)  the  present  depreciated  condition  of  the  property, 
(5)  the  probable  earning  capacity  of  the  property,  as  it  stands,  under 
reasonable  rates,  (6)  the  sum  required  to  meet- operating  expenses,  keep 
the  property  in  repair  and  maintain  it  in  serviceable  condition,  (7)  the 
relation  of  the  property,  as  a  unit,  to  the  system  extending  over  a  wider 
field  of  operation  than  the  locality  especially  served,  and  the  consequent 
advantages,  if  any,  (8)  the  adaptability  of  the  property  to  the  purposes 
for  which  it  was  designed. 

970 
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Vaiuatioii  of  Plant  made  b7  Oonuniaslon  on  ETidemco  Fornislied  by  Ck)ni- 

pany  without  Portlier  InTestlgation  by  Ck)nuniaslon'8 

Engineers  or  Accountants. 

Because  the  company  exhaustively  and  with  such  apparent  frankness 
and  fullness  gave  all  the  information  desired,  the  Commission  considered 
it  unnecessary  to  make  further  investigation  by  its  own  engineers  or 
accountants. 

Without  setting  forth  the  detail  of  the  processes  by  which  it  arrived  at 
its  conclusions,  the  Commission  found  that  the  value  of  the  company  ^s 
property  at  Columbus,  including  a  fair  pro  rata  of  the  toll  investment 
located  at  Columbus  and  $15,000  for  working  capital,  was  $450,000. 

The  following  items  claimed  by  the  company  were  excluded  by  the 
Commission:  (1)  The  difference  between  the  realized  assets  of  the 
Columbus  Automatic  Telephone  Company  and  the  price  paid  for  the 
same*  (2)  the  estimated  theoretical  cost  of  assembling  expert  workmen 
from  different  peaces  to  construct  the  Columbus  plant,  assuming  that 
there  was  no  plant  at  Columbus  and  that  a  complete  reproduction  new 
of  the  actual  plant  was  to  be  undertaken  at  once,  (3)  the  estimated 
theoretical,  cost  of  assembling  and  training  an  expert  operating  force  to 
take  charge  of  such  a  reproduction  new,  assuming  that  such  a  plant  was 
complete  with  2,800  connected  subscribers,  and  must  begin  actual  opera- 
tion immediately  under  such  assumed  conditions. 

Qolng  Value  —  Reiteration  of  Conclusions  Expressed  in  Macon  Railway 

and  Light  Company  Case* — Distinction  made  between  Value 

of  Attaclied  Business  and  Cost  of  Attaching  Business. 

The  Commission  restated  with  approval  its  conclusions  in  the  Macon 
Bailway  and  TAght  Company  case*  to  the  effect  that  "going  value" 
means  value  due  to  the  fact  that  a  plant  is  in  successful  operation  having 
attached  to  it  a  developed  business;  that  in  a  rate  ease  the  value  of  an 
attached  business  is  to  be  distinguished  from  the  actual  cost  of  attaching 
business;  and  that  returns  should  not  be  allowed  on  the  former,  whereas 
the  latter  should  be  recognized  in  fixing  the  ordinary  rates  of  a  utility 
and  for  a  sufficient  period  to  reimburse  the  utility  for  reasonable  expendi- 
tures of  this  nature. 

aoing  Value  —  Distinction  made  between  ** Exchange  Value**  and  "Pair 

Value  for  Rate  Making  Purposes* '—Analogy  Drawn 

between  Going  Value  and  Good  WilL 

The  Commission  distinguished  between  "  exchange  value  "  or  value  for 
sale,  and  **  fair  value  for  rate  making  purposes/*  pointing  out  that  in 
ease  of  a  gale  a  utility  transfers  its  attached  business  as  well  as  the  instru- 
ment of  service,  i.  e.,  the  physical  property,  whereas  in  rendering  service, 
the    utility  famishes  on'y  the  use  of  the  instrument  of  service,  the  at- 
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tacbed  business  being-  contributed  by  the  consumers.  Consequently,  ex- 
change value  may  include  both  the  instrument  of  service  and  the  attached 
business,  but  rates  should  be  based  upon  the  value  of  the  instrument  of 
service  only. 

As  illustrative  of  this  distinction  between  exchange  value  and  fair 
value  for  rate  making  purposes,  the  Commission  drew  an  analogy  between 
going  value,  as  related  to  utilities  and  good  will  as  attached  to  mercantile 
enterprises. 

Held:  That  a  public  utility  is  entitled  to  such  compensation  for  its 
sen'ices  as  will  afford  a  reasonable  return  upon  the  fair  value  of  the 
instrument  of  ser\nce,  but  not  upon  the  skill  of  the  users,  or  upon  the 
favor  of  the  public. 

That  expenses  attaching  to  the  use  of  the  instrument  in  the  service 
of  the  public  must  not  be  capitalized,  but  should  be  included  in  operating 
expenses  and  must  be  paid  by  the  public. 

Earnings  and  Operating  Expenses  Investigated — Bate  of  Depreciation 

Fixed. 

The  Commission  found  that  insufficient  provision  had  been  made  for 
depreciation  in  past  years,  so  that  the  net  earnings  shown  on  the  bo<^ 
were  ovei'stated.  It  determined  that  an  annual  allowance  of  5  per  cent 
for  de[)reciation  would  be  sufficient. 

Contract  with  American  Telephone  and  Telegn^  Company  Disappfoved. 

The  Commission  disapproved  the  contract  under  which  the  American 
Telephone  and  Telegraph  Company  received  4V2  per  cent,  of  the  gross 
income  of  the  defendant,  holding  that  although  the  appliances  furnished 
and  the  services  rendered  by  the  American  Telephone  and  Telegraph 
Company  to  its  subsidiary  companies  are  valuable,  payment  therefor 
should  be  based  on  the  actual  cost  thereof. 

Contract  with  Western  Electric  Company  for  Purchasing  Supplies 

Criticised. 

Held:  That  the  contract  between  the  Southern  Bell  company  and  the 
Western  Electric  Company  is  objectionable  on  the  same  principles  as 
that  between  the  Southern  Bell  company  and  the  American  Telephone 
and  Tele<rraph  Company,  although  not  so  objectionable  as  to  actual 
results. 

Propriety  of  Contributions  to  Employees'  Pension,  Disability  Benefit  and 
Insurance  Fund  Questioned. 

The  Commission  questioned  the  defendant's  right  to  assume  the  obliga- 
tion to  maintain  an  employees'  sick  benefit  disability  pension  and  insur- 
ance fund  in  the  absence  of  a  mandatory  statute  imposing  such  an  obliga- 
tion as  a  matter  of  public  policy.    It  was  therefore  inclined  to  disallow 
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as  a  proper  charge  to  operating  expenses,  contributions  made  to  this  fund, 
but  left  the  question  open  for  future  discussion.  The  Commission  ex- 
pressed the  opinion  that  inasmuch  as  utilities  are  under  obligation  to 
render  efficient  service  at  all  events,  a  utility  is  not  justified  in  placing 
on  the  public  the  burden  of  maintaining  such  a  fund  in  order  to  increase 
the  efiiciency  of  its  employees;  further,  that  the  establishment  of  such 
a  fund  for  the  purpose  of  preventing  incapacitated  employees  from 
becoming  a  charge  upon  the  public,  amounts  to  indirect  taxation. 

TixlKting  BatM  Found  Reasonable  —  Bate  for  Extension  Telephones  Con- 
sidered High. 

The  Commission  found  that  the  rates  complained  of  would  yield,  after 
a  careful  revision  of  operating  expenses  and  with  a  fair  allowance  for 
depreciation,  7  per  cent,  upon  the  net  valuation  of  $450,000;  that  this 
return  was  not  unreasonable,  and  that  the  service  i*endered  the  public  at 
Columbus  was  worth  the  net  rentals  charged. 

The  Commission  expressed  the  opinion  that  the  state-wide  charge  of 
$1.50  per  month  for  desk  or  other  extension  telephones  was  high,  and 
that  the  company  should  take  under  consideration  a  reduction  of  this 
charge. 

Net  Bates  Prescribed  as  Maximnm  Bates. 

The  schedule  in  effect  stated,  as  the  maximum  rates,  gross  rates  from 
which  a  discount  of  50  cents  for  prompt  payment  was  allowed.  The 
Commission  disapproved  this  manner  of  stating  the  rates  and  established 
a  schedule  showing  the  existing  net  rates  as  the  maximum  rates.* 

Candler,  Chairman: 

Prior  to  June,  1909,  the  Southern  Bell  Telephone  and 
Telegrapli  Company  and  the  Columbus  Automatic  Tele- 
phone Company  each  owned  and  operated  a  local  telephone 
exchange  in  the  city  of  Columbus. 

With  the  consent  and  approval  of  the  mayor  and  council 
of  the  city  of  Columbus  and  of  this  Commission,  the  Auto- 
matic company  sold  its  property  to,  and  became  merged 
into,  the  Bell  company. 

With  its  assent  to,  and  approval  of,  the  sale  to  the  Bell 
company  the  mayor  and  council  agreed  with  the  company 
that,  on  and  after  January  1,  1911,  upon  the  installation 
of  not  less  than  2,500  local  stations  connected  with  the 
Colmnbus  exchange,  the  following  maximum  schedule  of 
rates  for  local  exchange  service  should  go  into  effect,  to  wit : 
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Unlimited  special  line  business  stations $5  00  per  month 

Unlimited  duplex  line  business  stations 4  00  per  month 

Unlimited  special  line   residence  stations 3  25  per  month 

Unlimited  duplex  line  residence  stations 2  75  per  month 

This  rate  agreement  was  submitted  to  this  Commission, 
and  the  rates  therein  named  approved  June  10,  1909.  On 
September  30,  1912,  the  Bell  company  announced  to  the 
public  that  it  then  had  more  than  2,500  stations  connected 
with  its  local  exchange  at  Columbus,  and  that,  pursuant  to 
the  above  mentioned  agreement  and  approval,  it  would,  on 
November  1,  1912,  put  into  effect  the  following  schedule  of 
local  exchange  service  rates,  to  wit : 

Special  line  business  stations $5  00  per  month 

Duplex  line  business  stations 4  00  per  month 

Party  line  business  stations 4  00  per  month 

Special  line  residence  stations 3  25  per  month 

Duplex  line  residence  stations 2  75  per  month 

Party  line  residence  stations 2  25  per  month 

The  above  changes  subject  to  a  discount  of  50  cents  per 
month,  if  payment  be  made  in  advance  on  or  before  the 
tenth  day  of  the  current  month. 

Whereupon  the  mayor  and  council  and  numerous  citizens 
of  Columbus  filed  with  the  Commission  the  pending  com- 
plaint attacking  the  reasonableness  of  the  proposed  in- 
creased rates,  and  the  efficiency  of  the  service  rendered  by 
the  company. 

Because  of  continuances  asked  by  each  side,  the  final 
hearing  in  the  case  was  not  had  until  May  28,  last,  after 
which  additional  time  for  the  filing  of  briefs  was  granted. 

Upon  the  hearing,  the  allegations  of  complainant  as  to 
the  inefficiency  of  the  service  rendered  were  abandoned,  and 
the  complaint  only  as  to  the  reasonableness  of  the  increased 
rates  pressed. 

In  determining  the  reasonableness  of  the  rates  in  ques- 
tion, the  Commission  must  do  so  upon  certain  adjudicated 
and  generally  recognized  principles. 
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In  Smyth  v.  Ames,  169  U.  S.  546,  the  Supreme  Court  of 
the  United  States  said : 

**  We  hold,  however,  that  the  basis  of  all  calculations  as  to  the 
reasonableness  of  rates  to  be  charged  by  a  corporation  maintaining  a 
highway  under  legislative  sanction  must  be  the  fair  value  of  the  prop- 
erty being  used  by  it  for  the  convenience  of  the  public." 

In  San  Diego  Land  and  Town  Company  v.  National  City, 
174  U.  S.  739,  the  same  court  said: 

**  What  the  company  is  entitled  to  demand  in  order  that  it  may  have 
just  compensation,  is  a  fair  return  upon  the  reasonable  value  of  the 
property  at  the  time  it  is  being  used  for  the  public.'' 

And  again  in  Willcox  v.  Consolidated  Gas  Company,  212 
U.S.  19: 

**  There  must  be  a  fair  return  upon  the  reasonable  value  of  the 
propert}'  at  the  time  it  is  being  used  for  the  public/' 

Again  in  the  Minnesota  Rate  cases,  230  U.  S.  433 : 

**  The  property  of  the  railroad  corporation  has  been  devoted  to  a 
public  use.  There  is  always  the  obligation  springing  from  the  nature 
of  the  business  in  which  it  is  engaged,  which  private  exigency  may  not 
be  permitted  to  ignore  —  that  there  shall  not  be  an  exorbitant  charge 
for  the  service  rendered.  But  the  State  has  not  seen  fit  to  undertake 
the  service  itself;  and  the  private  property  embarked  in  it  is  not  placed 
at  the  mercy  of  the  legislative  caprice.  It  rests  secure  under  the  con- 
stitutional protection  which  extends  not  merely  to  the  title  but  to  the 
right  to  receive  just  compensation  for  the  services  given  the  public." 

Similar  citations  can  be  multiplied. 

The  practical  application  of  the  principles  so  well  settled, 
that  is,  the  method  or  methods  by  which  fair  or  reasonable 
value  is  to  be  ascertained,  is  the  diflScult  problem. 

In  Smyth  v.  Ames,  already  quoted  from,  the  court  said: 

**  In  order  to  ascertain  that  value,^  the  original  cost  of  construction, 
the  amount  expended  in  permanent  improvements,  the  amount  and 
market  value  of  its  bonds  and  stock,  the  present  as  compared  with  the 
original  cost  of  construction,  the  probable  earning  capacity  of  the  prop- 
erty, under  particular  rates  prescribed  by  the  Statute,  and  the  sum 
required  to  meet  operating  expenses,  are  all  matters  for  consideration, 
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and  are  to  be  given  such  weight  as  may  be  just  and  right  in  each 
case.  We  do  not  say  that  there  may  not  be  other  matters  to  be  regarded 
in  estimating  the  value  of  the  property.  What  the  company  is  entitled 
to  ask  is  a  fair  return  upon  the  value  of  that  which  it  employs  for  the 
public  convenience.  On  the  other  hand,  what  the  public  is  entitled 
to  demand  is  that  no  more  be  exacted  from  it  for  the  use  of  a  pubhc 
highway  than  the  services  rendered  by  it  are  reasonably  worth." 

The  same  court  later  said  in  the  Minnesota  Rate  cases: 

**  Tiiere  is  no  formula  for  the  ascertainment  of  the  fair  value  of 
property  used  for  the  convenience  of  the  public,  but  there  must  be  a 
reasonable  judgment  having  its  basis  in  a  proi)er  consideration  of  all 
relevant  facts.'* 

The  Commission  therefore  understands  that  in  order  to 
determine  the  reasonableness  of  the  rates  in  question,  they 
must  be  considered  from  two  viewpoints,  to  wit : 

First :    As  related  to  the  value  of  the  service  to  the  public. 

Second :  As  related  to  the  fair  value  of  the  property  de- 
voted to  the  public  service. 

We  shall  first  give  consideration  to  the  second  proposi- 
tion. The  property  to  be  valued  is  that  actually  used  and 
useful  in  the  public  service,  at  the  time  of  this  inquiry. 
This  valuation  must  be,  as  was  stated  by  Justice  Hughes 
in  the  Minnesota  cases,  of  the  **  instrument  of  public  serv- 
ice, as  property,  not  of  the  skill  of  the  users." 

It  is  not  our  idea  that  a  business  is  to  be  valued. 

Among  the  relevant  facts  to  be  considered  in  estimating 
the  value  of  property,  are : 

1.  The  cost  of  acquisition  and  construction. 

2.  The  amounts  subsequently  expended  in  permanent  ad- 
ditions and  improvements. 

3.  The  present  cost  of  conS'truction  as  compared  with  the 
original. 

4.  The  present  condition,  that  is,  the  extent  of  deprecia- 
tion existing  in  the  property  at  the  time  of  the  valuation. 

5.  The  probable  earning  capacity  of  the  property,  as  it 
stands,  under  rates  reasonable  to  the  public. 
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6.  The  sum  required  to  meet  operating  expenses,  keep  the 
property  in  repair  and  maintain  it  in  serviceable  condition. 

7.  The  relation  of  the  property,  as  a  unit,  to  a  system  ex- 
tending over  a  wider  field  of  operation  than  the  locality 
which  it  especially  serves,  and  consequent  advantages, 
if  any. 

8.  Its  adaptability  to  the  purposes  for  which  designed 
and  that  it  is  successfully  discharging  the  functions  and 

•   purposes  of  its  creation. 

We  do  not  mean  to  say  tha^^  the  above  list  comprises  all 
of  the  relevant  facts  to  be  taken  into  consideration  in  each 
case,  but  these  and  others  we  have  considered  in  this  case. 

Fortunately,  the  company  in  this  case  has  a  complete 
record,  since  1883,  of  its  expenditures  in  the  acquisition  and 
construction  of  its  Columbus  plant  and  of  additions  to  and 
permanent  improvements  therein,  as  also  of  earnings, 
operating  expenses  and  other  accounting  data,  and  the  same 
have  been  furnished  the  Conmaission. 

In  addition,  two  separate  audits  of  the  books  and  ac- 
counts of  the  company  have  been  made  and  submitted  to 
the  Commission  by  independent  accountants,  one  under  em- 
ployment of  the  complainant  and  the  other  of  the  respond- 
ent.    All  are  in  substantial  agreement. 

The  company  has  also  had  its  Columbus  exchange  ap- 
praised by  its  general  plant  accountant,  Mr.  Jagoe,  origi- 
nally as  June  1,  1913,  and  later  brought  down  to  April, 
1914,  because  of  the  several  continuances  in  the  hearing, 
and  the  work  of  enlarging  and  improving  the  plant  on  ap- 
proved estimates  actually  in  progress  during  this  period, 
but  substantially  completed  at  the  date  of  hearing. 

The  Commission  thinks  that  it  should  give  expression  to 
its  commendation  of  the  detailed  thoroughness  and  the  evi- 
dent fairness  with  which  this  appraisal  was  made,  and  the 
unusually  full  and  frank  manner  in  which  Mr.  Jagoe  pre- 
sented the  same  to  the  Commission.  This  commendation  of 
the  manner  with  which  Mr.  Jagoe 's  testimony  was  given 
and  his  apparent  desire  to  be  absolutely  accurate,  fair  and 
helpful  to  the  Commission,  is  also  true,  and  should  be  said 
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of  the  other  expert  witnesses  of  the  respondent  in  charge 
of  its  different  departments,  who  testified  in  the  case.  So 
exhaustively  and  with  such  apparent  frankness  and  fullness 
was  the  necessary  information  desired  by  the  Conunission, 
as  to  the  properties  involved,  their  original  costs,  additions 
to  and  improvements  therein  year  by  year,  their  reproduc- 
tion cost,  new,  present  depreciation,  earnings,  operating 
expenses,  etc.,  presented  to  the  •Commission,  that  we  have 
not  deemed  it  necessary  to  make  further  investigation  by 
our  own  engineers  or  accountants. 

The  Commission  does  not  deem  it  necessary  to  set  out 
herein  the  detailed  processes  by  which  it  has  arrived  at  its 
conclusions  as  to  the  fair  value  at  this  time  of  the  property 
at  Columbus  devoted  to  the  public  use,  upon  which  the  com- 
pany is  entitled  to  a  reasonable  return. 

After  consideration  of  all  relevant  facts  as  we  see  them, 
and  especially  as  enumerated  above,  we  are  of  the  opinion 
that  the  fair  value  of  the  Columbus  property,  including  a 
fair  pro  rata  of  the  toll  investment  located,  used  and  useful, 
in  the  public  service,  at  this  time,  and  including  $15,000  for 
working  capital,  is  $450,000. 

It  is,  perhaps,  proper  to  state  that  from  the  valuation 
placed  by  us,  we  have  excluded  the  following  items  daimed 
by  the  company,  to  wit : 

1.  Approximately  $22,000  difference  between  the  realized 
assets  of  the  Automatic  company  and  the  purchase  price 
paid  for  the  same. 

2.  The  estimated  theoretical  cost  of  assembling  expert 
workmen  from  different  places,  to  construct  the  Columbus 
plant,  assuming  that  there  was  no  plant  at  Columbus,  and 
that  a  complete  reproduction  new  of  the  actual  plant  was 
to  be  undertaken  at  once. 

3.  The  estimated  theoretical  cost  of  assembling  and  train- 
ing an  expert  operation  force,  to  take  charge  of  a  reproduc- 
tion new  of  the  actual  plant  at  Columbus,  assuming  that 
such  a  plant  was  complete  with  2,800  connected  subscribers 
and  must  begin  actual  operations  immediately  under  such 
assumed  conditions. 
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We  do  not  deem  it  necessary  to  argue  the  justice  and 
entire  reasonableness  of  excluding  from  consideration  in 
this  case  such  items  as  the  last  two  above.  The  assump- 
tions necessary  to  sustain  them  are  too  far  fetched  and 
violent.  The  assumed  conditions  never  existed,  nor  is  it 
possible  to  suppose  that  they  could  exist. 

GOING  VALUE. 

Respondent's  attorneys  gave  much  time  in  oral  argu- 
ment, and  much  space  in  their  briefs,  to  urging  a  review  by 
the  Commission  of  its  conclusions  as  to  **  going  value  "  as 
reached  and  expressed  in  the  Macon  Railway  and  Light 
Company  case,*  recently  passed  upon  by  the  Commission. 

We  have  given  earnest  consideration  to  their  views  and 
the  writer  has  reviewed  practically  every  leading  decision 
on  this  subject,  from  the  National  Water  Works  v.  Kansas 
City  case  down  to  date. 

In  the  Macon  Railway  and  Light  Company  case,*  we  ex- 
pressed the  following  views,  to  wit : 

'*  The  applicant  further  contends  that  a  large  sum,  to  wit:  from 
25  to  30  per  cent,  of  the  total  values  of  the  physical  properties  used 
in  the  public  service,  should  be  added  to  the  physical  property  values, 
as  *  going  concern  value  '  or  *  going  value.'  The  question  of  *  going 
value  '  has  been  much  discussed  by  courts  and  commissions,  during  the 
past  few  years.  It  arises  in  three  distinct  classes  of  cases,  to  wit: 
c^Upitalization  issues,  in  rate  applications  and  in  sale  or  purchase  trans- 
actions. The  principles  applying  in  one  class  have  sometimes  been 
applied  to  the  others.  In  our  opinion,  there  are  important  distinctions, 
particularly  between  capitalization  and  purchase  or  sale  cases,  and  rate 
making  cases. 

'  *  It  is  well  to  have  clearly  defined  just  what  is  meant  by  *  going 
value  '  or  *  going  concern  value.'  As  we  understand  the  term,  it  means 
a  value  due  to  the  fact  that  a  plant  has  consumers  actually  using  its 
product;  that  it  is  in  actual  and  successful  operation,  and  has  attached 
to  it  a  developed  business.  As  we  understand,  the  claim  in  this  case  is, 
that  to  actual  physical  values  there  should  be  added  a  sum  representing 
the  value  of  this  business  and  the  expense  incurred  in  attaching  it. 
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''In  a  rate  consideration  we  distinguish  between  the  value  of  the  at- 
tached business,  as  a  property  addition,  and  the  actual  cash  outlay  made 
in  attaching  the  business.  The  Commission  will  not  allow  as  added 
property  upon  which  returns  should  be  perpetually  paid  by  the  public, 
the  value  of  the  established  business.  We  do  not  mean  to  say  that  we 
have  in  reaching  conclusions  as  to  values  hereinafter  stated,  treated 
certain  physical  properties  as  individual,  disconnected  units.  We  have 
considered  them  as  integral  and  essential  parts  of  a  completed,  per- 
fected plant,  capable  of  and  ready  to  serve.  In  these  values  we  have 
included  overhead  charges,  such  as  organization,  engineering,  eon- 
tractors'  profits,  reasonable  promotion  expenses,  legal  expenses,  interest 
during  construction,  insurance,  etc.  In  so  far  as  '  going  value  '  includes 
such  elements  as  actual  expense  of  attaching  business,  we  believe  that  it 
should  be  recognized  in  the  earlier  or  beginning  rates  of  a  public  service 
corporation  and  for  a  sufficient  period  to  reimburse  the  company  for  such 
reasonable  expenditures.  This  is  done  when  such  expenses  are  carried, 
as  they  should  be  and  are,  in  operating  expenses.  But  to  allow  them  in 
'  oi^erating  exi)enses  '  and  at  the  same  time  add  fixed  values  to  physical 
proi>erty  values  and  tax  the  public  perpetually  to  afford  a  return  thereon, 
is  contrary  to  our  conviction  of  right." 

We  reiterate  these  conclusions. 

Counsel  for  the  company  insist  that  the  same  value  must 
be  attached  to  a  property,  for  all  purposes;  and  that  there 
is  no  true  distinction  between  **  exchange  value  *'  and 
*'  fair  value  for  rate  making  purposes." 

By  '*  exchange  value  "  we  mean  that  value  which  would 
be  placed  upon  property  and  intangibles  which  go  with  it, 
when  an  owner  parts  with  title  thereto  to  another  party.  In 
such  an  exchange  the  owner  really  sells  more  than  the  prop- 
erty—  he  sells  the  bu^siness,  in  addition  to  the  instrument 
with  which  he  carries  on  the  business  or  performs  the  public 
service. 
^^In  ascertaining  the  **  fair  value  ''  of  a  given  property 
devoted  to  the  public  service,  for  the  purpose  of  prescribing 
just  and  reasonable  rates  for  the  use  of  this  property,  as 
the  instrument  of  such  service,  the  public  cannot,  in  equity, 
be  taxed  to  pay  returns  upon  that  which  it  contributes  to 
the  business  —  patronage.  The  private  owner  only  fur- 
nishes the  instrument  of  service,  and  it  only  represents  his 
investment.    If  there  be  expense  attached  to  its  use  in  the 
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public  service,  such  **  operating  expenses''  should  have 
consideration  under  the  rates  prescribed,  as  operating 
expenses. 

The  owner  is  not  entitled  to  have  such  expenses  concur- 
rently returned  with  their  incurring  out  of  rates,  aAd  at  the 
same  time  capitalized  in  part,  as  added  value  in  investment. 

For  rate  making  purposes,  we  hold  that  only  the  property 
used  in  the  public  service  must  be  valued.  For  this  valua- 
tion to  be  fair,  relevant  facts  enhancing  its  value  must  be 
considered.  If  the  property  has  an  **  attached  business,'' 
it  is  doubtless,  as  property  more  valuable  than  if  it  was  idle. 
But  we  insist  that  it  is  the  property  that  must  be  valued, 
not  the  attached  business. 

**  Going  value  "  or  *^  going  concern  value  "  as  related  to 
a  public  utility  may  be  fairly  analogized  to  *^  good  will " 
value  as  attached  to  a  mercantile  enterprise.  In  selling  his 
store  and  stock  of  goods,  the  merchant  would  properly  in- 
clude in  the  price  representing  his  idea  of  value,  what  he 
believed  to  be  the  value  of  the  attached  business  or  *  *  good 
will. ' '  If,  however,  he  was  fixing  a  selling  price  on  the  com- 
modities he  was  offering  his  customers,  he  would  not  at- 
tempt to  fix  such  a  price  as  would  pay  all  operating  ex- 
penses, provide  for  losses  and  depreciation,  pay  him  a 
reasonable  return  on  the  entire  capital  invested,  and,  in 
addition,  a  return  upon  the  value  he  attaches  to  the  trade  of 
his  customers.  The  patronage  of  his  friends  may  be  val- 
uable, but  he  cannot  tax  them  for  extending  it,  notwith- 
standing the  fact  that  if  he  is  going  to  part  with  his  prop- 
erty and  the  business  to  another  party,  he  may  value  it  in 
the  exchange. 

What  a  public  utility  is  entitled  to  is  such  compensation 
for  its  services  as  will  afford  a  reasonable  return  upon  the 
fair  value  of  the  instrument  of  service,  as  property,  not 
upon  the  skill  of  the  users,  nor  upon  the  favor  of  the  public. 
The  act  of  rendering  the  service,  the  service  itself  must  not 
be  capitalized,  though  the  cost  of  rendition  must  be  paid 
by  the  public. 
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earnings  and  operating  expenses. 

Having  reached  the  conclusion  that  the  fair  value,  at  this 
time,  of  the  property  of  the  company  at  Columbus,  upon 
which  it  is  entitled  to  earn  a  reasonable  return,  including 
$15,000  working  capital,  is  $450,000,  we  have  carefully  in- 
vestigated the  earnings  of  the  company  during  the  year 
1913  under  the  rates  of  which  complaint  is  made,  and  also 
earnings  of  several  years  prior  to  1913,  under  the  old  rates. 

Since  November  1,  1912,  the  company  has  expended 
nearly  $100,000  in  permanent  additions,  Extensions  and  im- 
provements in  its  plant,  so  that  efficient  and  satisfactory 
service  is  now  being  rendered. 

The  company  claims  and  undertook  to  show  that  \i'ith  a 
proper  allowance  for  depreciation,  its  net  earnings  for  the 
year  ending  December  31,  1913,  were  $13,727.08,  or  2.56 
per  cent,  on  its  actual  investment. 

For  ten  years  ending  December  31,  1912,  the  company 
claims  its  net  earnings  averaged  only  3.22  per  cent,  on  its 
average  actual  investment.  These  percentages  are  arrived 
at  after  an  annual  allowance  for  depreciation  of  7  per  cent 
on  exchange  and  toll  plant,  2  per  cent,  on  real  estate  and 
buildings,  and  10  per  cent,  on  furniture  and  fixtures. 

According  to  audit  of  Chas.  Nevillo  and  Company,  the  net 
earnings  for  the  same  period,  with  the  same  allowance  for 
depreciation,  averaged  3.03  per  cent.  For  six  years  ending 
December  31,  1911,  the  Audit  Company  of  the  South  report 
net  earnings  to  have  averaged  3.25  per  cent,  with  the  same 
depreciation  allowance. 

In  each  of  the  above  results  the  percentage  is  figured  on 
the  actual  investment  by  the  company,  including  working 
capital. 

The  books  of  the  company  as  kept,  however,  show  net 
earnings  in  excess  of  the  above  percentages,  to  wit :  about 
7.39  per  cent,  average  for  the  10  years  ending  December 
31,  1912,  according  to  audit  of  Neville  and  Company. 
During  these  years,  however,  the  company  set  aside  on  its 
books  $1.00  per  station  per  month  to  provide  for  station 
removals,  repairs,  maintenance  and  depreciation.     After 
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charging  to  this  fund  actual  expenditures  for  station  re- 
movals, repairs  and  maintenance,  the  company  claims,  and 
we  believe  has  shown,  that  the  sum  remaining  is  not  suffi- 
cient to  cover  the  actual  depreciation  which  has  accrued. 

DEPRECIATION. 

We  are  satisfied  from  our  study  of  the  record  that  the 
actual  experience  of  the  past  ten  years  shows  that  a  suffi- 
cient sum  for  depreciation  has  not  been  carried  on  the 
books  of  the  company,  and  that  consequently  the  net  earn- 
ings of  the  company  for  the  past  ten  years  under  the  old 
rates  have  not  been  as  much  as  the  books  show.  We  are 
also  satisfied  that  an  allowance  of  7  per  cent,  on  the  ex- 
change and  toll  plant,  in  addition  to  repairs,  maintenance 
and  station  removals,  for  depreciation  alone,  is  too  higli.  In 
our  opinion,  an  allowance  of  5  per  cent,  is  sufficient  to  cover 
depreciation,  especially  as  the  record  shows  that  this  com- 
pany liberally  cares  for  repairs  and  maintenance. 

The  correct  ascertainment  of  the  earnings  of  the  com- 
pany largely  d-epends  upon  the  allowance  made  for  depre- 
ciation. Its  property  is  peculiarly  subject  to  depreciation, 
including  obsolescence  and  contingencies,  such  as  are  likely 
to  occur  at  any  time  and  result  in  impairment  of  service  and 
in  financial  loss,  as  from  fires,  storms,  ice,  etc. 

There  is  no  public  utility  which  requires  a  higher  degree 
of  efficiency  in  service  than  a  telephone  plant,  and  to  render 
such  service  it  must  always  be  kept  in  the  best  possible  phy- 
sical condition,  and  up  to  date  in  its  equipment. 

RELATIONS    WITH    THE   AMERICAN    TELEPHONE   AND    TELEGRAPH 

COMPANY. 

Four  and  a  Half  Per  Cent.  Allowance  of  Gross  Earnings. 

Included  in  the  operating  expenses  of  the  company  is  an 
item  ot  4%  per  cent,  on  gross  income  paid  the  Ameri- 
can Telephone  and  Telegraph  Company  for  appliances  fur- 
nished and  services  rendered  by  it  to  respondent.  We  dis- 
approve of  this  percentage  charge,  and  are  satisfied  that  it 
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should  not  be  allowed  in  full.  The  American  Telephone  and 
Telegraph  Company  owns  the  Southern  Bell  Telephone  and 
Telegraph  Company,  as  it  does  all  the  other  Bell  companies. 
Whatever  earnings  the  subsidiary  companies  make  go  to 
the  parent  company.  The  appliances  furnished  and  the 
services  rendered  by  it  to  its  subsidiary  companies  are 
valuable,  but  in  our  opinion  the  subsidiary  companies 
should  only  be  charged  the  actual  costs  thereof.  The  Amer- 
ican Telephone  and  Telegraph  Company  should  not  make  a 
profit  in  reality  out  of  itself,  at  the  expense  of  the  public 
Under  its  present  practices  it  takes  two  bites  out  of  the 
public  apple,  when,  in  good  conscience,  it  is  only  entitled 
to  one. 

The  American  Telephone  and  Telegraph  Company  can- 
not fairly  demand  two  returns  on  the  same  property,  or 
for  the  same  service,  which  it  clearly  secures  when  it 
charges  its  subsidiary  a  profit  and  it,  in  turn,  charges  the 
public,  and  turns  this  over  to  the  parent  company  in  the 
form  of  a  dividend. 

CONTRACT  FOR  PURCHASING  SUPPLIES  WITH   WESTERN   ELECTRIC 

COMPANY. 

We  have  also  considered  the  effect  of  the  contract  be- 
tween the  respondent  and  the  Western  Electric  Company, 
another  subsidiary  of  the  American  Telephone  and  Tele- 
graph Company,  through  which  the  supplies  and  equipment 
needed  by  the  Southern  Bell  Telephone  and  Telegraph 
Company  are  largely  purchased.  This  contract  is  objec- 
tionable on  the  same  principles  as  that  with  the  American 
Telephone  and  Telegraph  Company,  although  we  are  in- 
clined to  think  not  so  objectionable  as  to  actual  results. 

employees'     PENSION,     DISABILITY,     BENEFIT     AND     INSURANCE 

FUND. 

We  are  also  inclined  to  disallow  as  a  proper  charge  to 
operating  expenses,  contributions  by  the  company  to  the 
upkeep  of  an  employees'  sick  benefit,  disability,  pension 
and  insurance  fund. 
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The  desire  of  the  company  to  make  such  provision  for  its 
employees  is  laudable  and  praiseworthy,  but,  in  the  absence 
of  a  mandatory  statute  imposing  on  a  public  service  cor- 
poration an  obligation  or  duty  to  provide  such  a  fund  as  a 
matter  of  public  policy,  we  question  its  right  to  voluntarily 
assume  such  an  obligation  and  transfer  the  burden  of  it  to 
the  public  under  the  guise  of  a  charge  for  service  ren- 
dered it. 

We  assume  that  such  a  practice  is  justified  upon  the 
grounds : 

1.  That  "because  thereof  more  eflScient,  better  satisfied 
and  more  interested  employees  can  be  secured  and  conse- 
quently the  character  of  service  to  the  public  improved ; 

2.  That  dependent  employees  are  less  liable  ultimately  to 
become  a  charge  upon  the  general  public,  and  that  it  is 
more  equitable  that  such  a  charge  should  be  laid  upon  that 
portion  of  the  public  in  whose  service  they  were  incapaci- 
tated. 

As  it  appears  to  us  the  first  argument  seems  to  ignore  the 
fact  that  the  public  is  entitled  to  efficient  service;  that  it 
is  the  primary  duty  of  the  company  to  furnish  such ;  that 
charges  in  the  first  instance  are  fixed  upon  the  assumption 
that  such  service  is  being  rendered  and  that  the  public  can 
be  charged  no  more  than  the  service  is  worth,  however 
laudable  the  purpose  which  might  be  back  of  any  additional 
charge. 

The  second  assumption  it  seems  to  us  is  wrong  in  prin- 
ciple and  if  followed  to  its-  logical  conclusion  might  result 
in  immense  burdens  of  indirect  taxation,  extending  into 
every  field  of  employment,  imposed  upon  the  public  without 
its  direct  consent,  and  as  to  which  it  would  be  without  voice, 
control  or  information. 

It  is  not  our  purpose  here  to  attempt  any  well  considered 
discussion  of  the  questions  raised  in  this  practice  of  the 
company.  In  the  present  case,  the  proportionate  amount 
chargeable  to  Columbus  is  not  large  and  its  inclusion  or 
exclusion  does  not  materially  affect  the  result. 
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We  shall  not,  therefore,  pass  upon  the  question  finally, 
but  will  leave  it  open  for  future  discussion  and  decision. 

Conclusions. 

In  our  opinion,  after  careful  revision  of  operating  ex- 
penses and  with  a  fair  allowance  for  depreciation,  all  as 
indicated. in  the  foregoing,  this  property  now  is  earning 
nearly  7  per  cent,  net  upon  a  valuation  of  $450,000,  includ- 
ing working  capital  of  $15,000. 

In  our  opinion,  this  return,  under  the  rates  complained  of, 
is  not  unreasonable.  We  are  further  of  the  opinion  that 
the  service  now  being  rendered  the  public  at  Columbus  ex- 
change is  worth  the  net  rentals  charged  and  herein  ap- 
proved. 

While  we  have  not  thought  it  proper  to  include  anything 
on  the  subject  in  our  order  in  this  case,  the  Commission  is 
inclined  to  the  opinion  that  the  state-wide  charge  of  $1.50 
per  month  for  desk  or  other  extension  'phones  is  high,  and 
that  the  company  should  take  under  consideration  a  reduc- 
tion in  this  charge  at  all  of  its  Georgia  exchanges. 

We  disapprove  of  the  manner  of  stating  the  rates  in  effect 
by  the  company,  and  the  order  accompanying  this  opinion 
will  provide  that  the  net  rates  now  charged  shall  be  the  max- 
imum rates  to  be  charged. 

Order. 

Upon  consideration  of  the  record  in  the  above  entitled 
case,  and  of  the  evidence  and  arguments  submitted  at  the 
hearings  had  thereon  and  of  the  report  and  opinion  this 
date  adopted  by  the  Commission,  containing  its  findings  of 
facts  and  conclusions  therein  with  respect  to  the  issues  in- 
volved, which  said  report  is  hereby  referred  to  and  made  a 
part  hereof. 

It  is  ordered^  That,  on  and  after  October  1,  1914,  and 
until  the  further  order  of  this  Commission,  the  following 
schedules  of  rates  shall  be  the  maximum  schedules  of  rates 
for  local  exchange  telephone  service,  to  be  charged  by  the 
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Southern  Bell  Telephone  and  Telegraph  Company,  in  the 
city  of  Columbus,  Georgia : 

Unlimited  special  line  business  station $4  50  per  month 

Unlimited  duplex  line  business  station 3  50  per  month 

Unlimited  party  line  business  station 3  50  per  month 

Unlimited  special  line  residence  station 2  75  per  month 

Unlimited  duplex  line  residence  station 2  25  per  month 

Unlimited  party  line  residence  station 1  75  per  month 


In  re  Complaint  as  to  Telephone  Rates  and^Sekvice  at 
Columbus,  Georgia.  ;  ,a 

File  No.  11498. 

Decided  September  8,  1914, 
Discontinuaace  of  Filing  of  Montlily  Reports  Authorized. 

Ordeb. 
Whereas,  under  order*  of  the  Commission,  in  the  fore- 
going complaint  dated  November  8,  1912,  the  Southern 
Bell  Telephone  and  Telegraph  Company  was  required  to 
file  with  the  Commission  a  monthly  statement  showing  the 
name  of  each  subscriber  at  Columbus,  and  the  amount  col- 
lected by  said  company  of  each  subscriber,  under  the  rates 
prescribed  in  said  order  in  excess  of  the  rates  in  effect 
prior  to  November  1,  1912,  and 

Whereas,  the  Commission  in  an  opinionf  this  day 
adopted  has  found  that  the  rates  approved  in  said  order 
were  not  unreasonable,  and  in  a  separate  orderf  of  even 
date  herewith  has  authorized  their  continuance  in  the 
future,  except,  however,  that  on  and  after  October  1,  1914, 
the  net  rates  in  effect  shall  be  stated  as  the  maximum  rates. 
It  is  now  ordered^  That  the  said  company  be,  and  is 
hereby,  authorized  to  discontinue  the  filing  of  the  monthly 
reports  aforesaid. 


*  TIT   Coraniission  Telephone  Cases,  380. —  Ed. 
f  Supra. 
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ILLINOIS. 

State  Public  Utilities  Commission, 

Regulations  to  Govern  the  Destruction  of  Hecords  of 
Telephone,  Telegraph  and  Cable  Companies  (Includ- 
ing Wireless  Companies). 

First  Issue. 

^^^pproved  July  2,  1914  —  Effective  July  1,  1914. 

Order. 

At  a  regular  meeting  of  the  State  Public  Utilities  Com- 
mission of  Illinois,  held  at  its  office  in  Springfield,  Illinois, 
on  the  second  day  of  July,  1914,  the  matter  of  the  deter- 
mination of  the  operating,  accounting  and  financial  papers, 
records,  books,  blanks,  tickets,  stubs  and  documents  of 
telephone,  telegraph  and  cable  companies  which  may,  after 
a  reasonable  time,  be  destroyed,  being  under  consideration, 
the  following  order  was  entered : 

It  is  orderedy  That  the  Regulations  to  Govern  the  De- 
struction of  Records  of  Telephone,  Telegraph  and  Cable 
CompanieSy  First  Issue*  eflfective  on  July  1,  1914,  a  copy 
of  which  is  now  before  this  Commission,  be,  and  they  hereby 
are,  approved;  that  a  copy  thereof  duly  authenticated  by 
the  Secretary  of  the  Commission  be  filed  in  its  archives, 
and  a  second  copy  thereof,  in  like  manner  authenticated, 
be  filed  in  the  office  of  the  chief  accountant  and  statistician ; 
and  that  each  of  said  copies  so  authenticated  and  filed  shall 
be  deemed  an  original  record  thereof. 


*  The  rejruli'tions  prescribed  by  the  Commission  are  identical  with 
those  prescribed  by  the  Interstate  Commerce  Commission,  effective  Feb- 
ruary 1,  1914,  and  printed  in  Commission  Leaflet  No.  27,  at  page  228, 
except  that  where  the  word  "  carrier  *'  appears  in  the  regulations  pre- 
scribed by  the  Interstate  Commerce  Commission,  the  word  "  company  '' 
appears  in  the  re^fiilations  prescribed  by  the  Illinois  Commission. —  Ed. 
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It  is  further  ordered,  That  the  said  regulations  be,  and 
they  hereby  are,  prescribed  for  the  use  of  telephone,  tele- 
graph, and  cable  companies  (including  wireless  companies), 
subject  to  the  provisions  of  the  Act  to  provide  for  the 
regulation  of  public  utilitieSy  approved  June  30,  1913,  in 
the  destruction  of  their  accounts,  records,  and  memoranda ; 
and  that  a  copy  of  the  said  regulations  be  sent  to  each  and 
every  such  telephone,  telegraph  and  cable  company  as 
above  and  to  each  and  every  receiver  or  operating  trustee 
of  any  such  telephone,  telegraph  and  cable  company  as 
above. 

It  is  further  order ed^  That  each  and  every  telephone, 
telegraph  and  cable  company  as  above  and  each  and  every 
receiver  or  operating  trustee  of  any  such  telephone,  tele- 
graph and  cable  company  as  above,  be,  and  hereby  is,  per- 
mitted to  destroy  the  accounts,  records,  and  memoranda 
named  or  described  in  the  said  regulations,  after  preserv- 
ing the  same  for  the  period  of  time  respectively  specified 
and  upon  complying  with  the  requirements  of  the  regu- 
lations. 

It  is  further  ordered^  That  all  accounts,  records,  and 
memoranda  of  such  telephone,  telegraph  and  cable  com- 
panies, other  than  those  the  destruction  of  which  is  per- 
mitted in  the  said  regulations,  shall  remain  under  the  pro- 
hibition of  destruction. 

It  is  further  ordered.  That  the  said  Regulations  to  Gov- 
ern the  Destruction  of  Records  of  Telephone,  Telegraph, 
and  Cable  Companies,  First  Issue,  shall  become  effectiv-^ 
on  July  1,  1914. 


Commercial  Telephone  and  Telegraph  Company  v.  Ed- 
WABDs  County  Independent  Telephone  Association. 

No.  2141. 

Decided  Juh/  24,  1914. 

Certificate  of  PubUc  ConYonience  and  Necessity  —  Installation  of 

Switchboard. 

Held:     That  where  a  telephone  company  operating  in  a  village  has 
abandoned  its  switchboard  and  connected  its  lines  with  the  switchboard 
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of  another  company  but  has  continued  to  maintain  and  operate  its  tele- 
phones within  the  villagfe,  no  certificate  of  public  convenience  and  neces- 
sity is  necessar>'  if  the  company  later  desires  to  install  a  switchboard 
of  its  own  and  to  connect  its  lines  therewith,  as  the  installation  of  such 
switchboard  is  merely  an  extension  to  the  company's  existing  plant, 
not  the  beginning  of  new  construction.* 

Opinion  and  Order. 

In  the  petition  in  this  case  the  Commercial  Telephone 
and  Telegraph  Company  recites  that  the  respondent,  Ed- 
wards County  Independent  Telephone  Association,  under 
an  ordinance  passed  by  the  city  council  of  the  city  of 
Albion  on  the  twenty-first  day  of  January,  1914,  is  seeking 
and  proceeding  to  install  in  the  city  of  Albion  a  telephone 
system  to  do  a  general  telephone  business  with  its  own 
telephone  exchange,  although  the  petitioner  was  already 
operating  a  telephone  exchange  in  that  city,  as  the  suc- 
cessor of  the  Albion  Telephone  Company  under  an  ordi- 
nance granted  to  that  company  on  the  fourth  day  of  Janu- 
ary, 1909. 

This  Commission  is  appealed  to  by  this  petitioner  to 
grant  the  following  relief : 

First :  A  permanent  order  restraining  the  city  of  Albion 
from  in  any  manner  interfering  with  the  vested  rights  of 
the  petitioner  and  from  in  any  manner  hindering,  delaying 
or  preventing  the  petitioner  from  performing  the  duties  and 
rendering  the  service  that  it  is  required  to  perform  by  law. 

Second :  That  all  the  defendants  named,  to  wit :  the  city 
of  Albion  and  the  Edwards  County  Independent  Telephone 
Association  and  Frank  Coles,  secretary  of  said  Edwards 
County  Independent  Telephone  Association,  and  John  An- 
derson, mayor  of  the  city  of  Albion,  and  B.  E.  Harris, 
clerk  of  the  city  of  Albion,  be  permanently  restrained  from 
maintaining  and  operating  a  telephone  exchange  in  the  city 
of  Albion  or  rendering  any  telephone  service  of  any  kind 
or  character  which  in  any  manner  would  interfere  with 
the  rights  and  privileges  of  the  petitioner,  **  and  that  such 
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other  order  may  be  entered  as  to  the  Commission  may 
seem  meet.'' 

The  Edwards  County  Independent  Telephone  Associa- 
tion filed  a  motion  to  dismiss  the  petition  for  the  following 
reasons : 

First:  That  the  petition  does  not  allege  any  violation 
of  law  or  any  rule  or  regulation  of  this  Commission. 

Second:  That  the  respondent  company  is  not  a  public 
utility. 

The  respondent,  the  Edwards  County  Independent  Tele- 
phone Association,  and  the  city  of  Albion  also  answered  the 
petition  and  denied  substantially  all  the  averments  thereof, 
and  denied  the  right  of  the  petitioner  for  the  relief 
prayed  for. 

The  hearing  was  held  at  the  office  of  the  Commission  at 
Springfield,  Illinois,  on  February  18,  1914.  John  Lynch, 
attorney,  appeared  for  the  petitioner  and  E.  B.  Green  and 
S.  E.  Quindry,  attorneys,  appeared  for  the  respondent. 

The  Commission  reserved  its  decision  of  the  questions 
presented  by  the  above  motion  until  the  final  decision  of 
the  case. 

In  this  case  it  is  contended  that  **  the  respondent  com- 
pany is  a  mutual  association,  which  does  not  operate  for 
profit  or  pecuniary  gain  and  is  not  a  public  utility  under 
the  law  and  this  Commission  has  no  jurisdiction  to  regu- 
late its  aflFairs." 

However,  inasmuch  as  the  relief  prayed  for  by  the  peti- 
tioner cannot  be  granted  for  the  reasons  hereinafter  set 
forth,  it  is  not  necessary  to,  and  the  Commission  does  not, 
decide  the  question  as  to  whether  the  respondent  is  or  is 
not  a  public  utility. 

It  is  also  contended  that  the  respondent  company  is  not 
seeking  to  install  a  new  telephone  plant  in  the  city  of 
Albion.  The  testimony  shows  that  some  years  ago  the 
respondent  association,  under  a  license  or  franchise 
granted  by  the  village  (now  city)  of  Albion,  extended  its 
telephone  system  into  the  village  and  built  a  telephone 
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exchange  in  Albion,  said  association  also  installed  and 
operated  about  twenty  telephones  in  residences  and  places 
of  business  in  said  village.  Later  on,  under  an  arrange- 
ment for  switching  its  lines,  made  with  Albion  Telephone 
Company  (predecessor  of  petitioner),  the  respondent  asso- 
ciation abandoned  its  own  switchboard  in  the  village  and 
connected  its  lines  and  wires  with  the  switchboard  of  the 
Albion  company.  The  respondent  association,  however, 
continued  to  maintain  and  operate  the  above  mentioned 
telephones  within  the  village,  and  the  testimony  shows  that 
on  January  1, 1914,  it  had  about  twenty  telephones  in  oper- 
ation in  the  city  of  Albion.  It  is  now  proposing  to  install 
an  exchange  of  its  own  in  the  city  and  to  connect  its  lines 
therewith. 

Therefore  the  real  question  presented  in  this  case  is  as 
to  whether  under  the  above  state  of  facts,  the  respondent 
association  is  entitled  to  reinstall  an  exchange  and  to  con- 
tinue to  operate  its  telephone  business  in  the  city  of  Albion 
without  first  securing  a  certificate  of  public  convenience  and 
necessity.  Section  55  of  the  act  governing  this  Commis- 
sion provides,  in  part,  as  follows : 

**  No  public  utility  shall  begin  the  construction  of  any  new  plant, 
equipment,  property  or  facility  which  is  not  in  substitution  of  any 
existing  plant,  eciuipment,  property  or  facility  or  in  extension  thereof 
or  in  addition  thereto,  unless  and  until  it  shall  have  obtained  from  the 
Commission  a  certificate  that  public  convenience  and  necessity  require 
such  construction.'' 

It  is  the  conclusion  of  the  Commission  that  the  testimony 
in  this  case  does  not  show  that  the  respondent  association 
is  proposing  to  construct  a  new-  telephone  plant  w^ithin  the 
meaning  of  Section  55  above  mentioned,  but  on  the  con- 
trary said  association  is  merely  seeking  to  make  extensions 
and  additions  to  and  substitution  of  its  already  existing 
plant  in  the  city  of  Albion. 

The  Commission  having  heard  the  testimony  and  being 
fully  advised  in  the  premises  finds : 

First:  That  the  rates  and  charges  of  the  petitioner  that 
were  in  effect  on  July  1, 1913,  were,  on  or  about  January  1, 
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1914,  increased  without  the  approval  of  this  Commission, 
but  in  compliance  with  the  Conference  Ruling  No.  7  of  this 
Commission,  the  rates  of  July  1,  1913,  were  restored. 

Second :  That  the  acts  done  and  the  work  contemplated 
by  said  respondent  association  as  shown  by  the  evidence 
in  this  case,  do  not  constitute  **  the  beginning  of  or  con- 
struction of  any  new  plant,  equipment,  property  or  facil- 
ity," within  the  meaning  of  Section  55,  but,  on  the  contrary, 
merely  amount  to  the  addition  or  extension  to  and  the  sub- 
stitution of  its  already  existing  plant  in  the  city  of  Albion. 

It  is,  therefore,  ordered^  That  the  petition  be,  and  the 
same  is  hereby,  dismissed. 

By  order  of  the  Commission  this  twenty-fourth  day  of 
July,  1914. 

Dated  at  Springfield,  Illinois. 


Rock  River  Telephone  Company  v.  Forreston  Mutual 
Telephone  Company. 

No.  2157. 

Decided  July  24,  1914, 

OerUflcate  of  PubUc  Convenience  and  Necesaity  Not  Required  Althougli 

Duplication  of  Facilities  Results  ftom  the  Extension 

of  an  Existing  Plant. 

Held:  That  although  the  Forreston  company  had  built  lines  along 
highways  in  the  territory  previously  developed  by  the  Rock  River  com- 
pany, nevertheless  as  the  building  of  these  lines  was  an  extension  of  the 
existing  plant  of  the  Forreston  company,  it  was  not  unlawful  for  that 
company  to  construct  said  lines  without  obtaining  a  certificate  of  public 
convenience  and  necessity  from  the  Commission. 

Elimination  of  Discrimination  between  Stockbolders  and  Non-stockholders. 
Ordered:    That  the  Forreston  Mutual  Telephone  Company  discontinue 
the  practice  of  charging  a  lower  rate  to  stockholders  than  to  non-stock- 
holders for  the  same  ser%ice.* 


Editor's  headnote. 
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Opinion  and  Order. 

Complaint  j&led  with  the  Commission  by  the  Rock  River 
Telephone  Company  of  Rochelle,  Illinois,  February  9, 1914, 
sets  forth  that  the  Forreston  Mutual  Telephone  Company 
of  Forreston,  Illinois,  is  inducing  the  patrons  of  the  Rock 
River  company  to  discontinue  the  use  of  the  telephones  of 
said  company  by  offering  to  such  patrons  a  more  limited 
service  at  a  lower  rate,  which  rate  is  not  sufficient  to  pay 
a  fair  profit  to  the  utility  furnishing  the  service. 

The  complainant  further  sets  forth  that  the  officers, 
directors  and  stockholders  of  the  Forreston  Mutual  Tele- 
phone Company  are  inexperienced  as  to  the  cost  of  per- 
manent telephone  service,  and  that  by  reason  of  compe- 
tition and  rivalry  between  the  several  telephone  companies 
operating  throughout  Ogle  County,  the  telephone  business 
is  on  a  ruinous  competitive  basis  and  the  service  necessarily 
of  a  poor  quality. 

The  petitioner  prays  that  the  Commission  readjust  the 
rates  of  all  telephone  companies  in  Ogle  County  and  estab- 
lish rates  on  an  equitable  basis,  and  further  prays  that  the 
Commission  order  the  Forreston  Mutual  Telephone  Com- 
pany to  discontinue  building  new  lines  paralleling  lines  of 
the  Rock  River  company  and  to  discontinue  serving  former 
subscribers  of  the  Rock  River  company  who  have  been 
induced  to  discontinue  the  service  of  the  Rock  River  com- 
pany since  July  1,  1913,  and  more  particularly  since  Jan- 
uary 1,  1914.  The  petitioner  further  prays  that  the  Com- 
mission fix  a  rate  for  local  service  in  the  village  of  For- 
reston for  both  companies ;  that  a  schedule  of  toll  rates  be 
established  for  all  service  beyond  the  Forreston  exchange 
area,  and  that  the  Commission  order  such  remedies  to  exist- 
ing conditions  as  it  may  consider  meet  and  proper. 

In  answering  the  complaint  of  the  Rock  River  Telephone 
Company,  the  Forreston  Mutual  Telephone  Company  de- 
nies that  it  has  induced  patrons  of  the  Rock  River  company 
to  discontinue  the  use  of  the  telephones  of  said  company 
by  offering  a  more  limited  service  at  a  lower  rate,  and 
further  denies  that  it  has  built  several  miles  of  poorly 
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constructed  lines  in  order  to  quickly  induce  the  subscribers 
of  the  Rock  River  company  to  desert  said  company. 

The  respondent  admits  that  since  the  first  of  July,  1913, 
some  of  the  patrons  of  the  Rock  River  company  have  dis- 
continued the  service  of  that  comjjany  and  subscribed  to 
the  service  of  the  Forreston  Mutual  company,  but  that  a 
majority  of  such  patrons  have  not  been  provided  with  the 
service  of  the  Forreston  Mutual  company  since  January  1, 
1914,  as  alleged  in  the  complaint.  Respondent  asks  that 
the  complaint  be  dismissed. 

Hearing  was  held  at  Chicago  on  February  24,  1914. 
Both  parties  were  ordered  to  restore  rates  that  were  in 
eflfect  on  July  1,  1913,  and  file  an  amended  petition,  and  by 
agreement  the  case  was  continued  until  March  24,  1914. 
Hearing  was  again  had  at  Chicago  on  March  24,  1914. 
Petitioner  was  represented  by  W.  P.  Landon,  Respondent 
company  was  not  represented.  From  the  testimony  of  the 
witnesses  for  the  petition  it  appears  that  the  respondent, 
the  Forreston  Mutual  Telephone  Company,  has  built  lines 
along  the  highways  in  the  vicinity  of  Forreston  since  Jan- 
uary 1,  1914,  and  solicited  subscribers  to  their  service  at 
the  rate  of  $6.00  per  annum  for  stockholders  and  $12.00 
per  annum  for  non-stockholders. 

The  respondent  company  was  not  represented,  but  the 
answer  filed  constitutes  a  sufficient  appearance  and  further- 
more the  representatives  of  the  respondent  company 
assured  the  Commission  on  February  24,  that  they  would 
be  represented  at  the  hearing  on  March  24,  therefore  it 
was  considered  fair  to  assume  that  the  respondent  desired 
to  interpose  no  defense  other  than  their  formal  answer. 
At  the  conclusion  of  the  hearing  the  case  was  taken  under 
advisement. 

In  order  that  the  Commission  might  have  some  knowl- 
edge of  the  conditions  set  forth  in  the  complaint,  a  repre- 
sentative of  the  Commission  visited  Forreston  on  April  18 
and  made  an  investigation  of  conditions  and  an  examina- 
tion of  the  physical  properties  of  both  the  Rock  River  Tele- 
phone Company  and  the  Forreston  Mutual  Telephone 
Company. 
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It  appears  that  the  Rock  River  Telephone  Company,  with 
headquarters  at  Rochelle,  and  operating  exchanges  at 
Rochelle,  Oregon,  Mt.  Morris  and  Forreston,  prior  to 
July  1,  1913,  increased  their  rate  for  farmer  line  service 
at  Forreston  from  $12.00  per  annum  to  $18.00  per  annum. 
They  had  at  that  time  about  200  farmer  subscribers  con- 
nected with  their  exchange  at  Forreston. 

The  increase  in  rates  was  met  with  vigorous  protest  on 
the  part  of  these  farmer  subscribers,  and  about  100  tele- 
phones were  ordered  discontinued. 

No  effort  was  made  to  enforce  payment  at  the  new  rate 
until  after  July  1,  1913,  and  realizing  that  this  increase  in 
rates  was  probably  resulting  in  the  loss  of  fully  50  per  cent, 
of  their  farmer  subscribers,  the  Rock  River  company  re- 
duced the  rate  from  $18.00  per  annum  to  $15.00  and  pro- 
ceeded to  make  the  collections  at  that  rate.  Many  of  the 
subscribers  who  had  ordered  their  service  discontinued 
when  the  rate  of  $18.00  per  annum  was  announced,  decided 
to  keep  the  service  at  the  rate  of  $15.00  per  annum,  but 
some  65  subscribers  insisted  on  their  service  being  discon- 
tinued and  accordingly  the  telephones  were  removed  by  the 
Rock  River  company. 

The  Forreston  Mutual  Telephone  Company,  with  head- 
quarters at  Forreston,  also  operated  an  exchange  in  the  town 
of  Forreston  and  those  parties  who  discontinued  the  service 
of  the  Rock  River  company  applied  to  the  Forreston  Mutual 
company  for  service.  In  order  to  furnish  such  service  it 
was  necessary  for  the  Forreston  Mutual  company  to  pro- 
vide facilities  in  the  way  of  pole  lines  and  circuits,  and 
during  the  period  from  September  1, 1913,  to  March  1, 1914, 
the  Forreston  Mutual  company  proceeded  to  build  lines 
through  territory  in  the  vicinity  of  Forreston,  that  pre- 
viously had  been  developed  by  the  Rock  River  Telephone 
Company. 

The  number  of  stations  of  both  companies  is  set  forth 
in  the  following  table: 
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Forreston 
Rock  River        Muttuil  Telephone 
Classification  Telephone  Company         Company 

Business  telephones 39  47 

Residence  telephones 98  37 

Rural  telephones 134  361 

Total   271  445 

Since  the  hearing  in  this  ease  held  at  Chicago  on 
March  24,  1914,  the  Forreston  Mutual  company  has  made 
no  further  extensions  and  additions  to  its  plant. 

By  reason  of  the  Forreston  Mutual  Telephone  Company 
furnishing  service  at  a  less  rate  than  the  Rock  River  com- 
pany it  will  be  possible  for  it  to  secure  many  of  the  sub- 
scribers of  the  Rock  River  company,  and  insomuch  as  the 
local  exchange  development  of  the  Rock  River  company  at 
Forreston  is  largely  dependent  on  its  farmer  line  develop- 
ment, the  loss  of  this  farmer  line  business  will  result  in  the 
loss  of  considerable  revenue  to  the  Rock  River  company. 

That  part  of  the  petition  of  the  Rock  River  Telephone 
Company  praying  for  a  readjustment  of  the  rates  of  all 
telephone  companies  in  Ogle  County  and  the  establishment 
of  fair  and  equitable  rates  for  both  companies  in  the  village 
of  Forreston  and  a  schedule  of  toll  rates  for  service  beyond 
the  Forreston  exchange  area  is  dismissed,  for  the  reason 
that  such  action  on  the  part  of  the  Commission  would 
affect  the  rights  of  telephone  companies  that  have  not  been 
made  parties  to  and  have  not  appeared  in  this  case. 

It  follows-,  therefore,  that  the  question  to  be  determined 
in  this  case  is  whether  the  respondent  company,  the  For- 
reston Mutual  Telephone  Company,  is  extending  and  oper- 
ating its  lines  in  violation  of  the  provisions  of  *Mn  act  to 
provide  for  the  regulation  of  public  utilities ;^^  also  whether 
said  respondent  company  has  now  in  force  and  effect  dis- 
criminatory rates  and  charges. 

Section  55,  Article  4,  of  the  act  reads : 

**  No  public  utility  shall  begin  the  construction  of  any  new  plant,  equip- 
ment, property  or  facility  which  is  not  in  substitution  of  any  existing 
plant,  equipment.  }  roperty  or  facilities  or  in  extension  therenf  or  in  addi- 
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tiou  thereto,  unless  and  until  it  shall  have  obtained  from  the  Commission 
a  certificate  that  public  convenience  and  necessity  require  such  construction. 

■*  No  public  utility  not  owning  any  city  or  village  franchise  nor  engaged  in 
j)erfonmng  any  public  senice  or  in  furnishing  any  product  or  conomodity 
within  this  State  at  the  time  this  act  goes  into  effect,  shall  transact  any- 
business  in  this  State  until  it  shall  have  obtained  a  certificate  from  the 
Commission  that  public  convenience  and  necessity  require  the  transaction 
of  such  business. 

"  Whenever  after  a  heai-ing  the  Commission  determines  that  any  new 
construction  or  the  transaction  of  any  business  by  a  public  utility  will 
promote  the  public  convenience  and  is  necessary  thereto  it  shall  have  the 
power  to  issue  certificates  of  public  convenience  and  necessity. 

"  Such  certificates  may  be  altered  or  modified  by  the  Commission  on 
its  own  motion  or  ujwn  application  by  the  person  or  corporation  affected. 
Unless  exercised  within  a  period  of  two  years  from  the  giant  thereof 
authority  conferred  by  a  certificate  of  convenience  and  necessity  issued 
by  the  Commisvsion  shall  be  null  and  void." 

The  new  plant,  equipment,  property  or  facility  for  which 
the  utility  must  get  a  certiiicate  of  public  convenience  and 
necessity  to  construct,  operate  and  maintain,  is  only  the 
new  plant,  etc.,  which  is  not  in  substitution  of  any  existing 
plant,  property  or  facility,  or  in  extension  thereof  or  in 
addition  thereto.  If  it  is  in  substitution  of  any  existing 
plant,  equipment  or  facility,  or  in  extension  thereof  or  in 
addition  thereto,  then  a  certificate  of  public  convenience 
and  necessity  is  not  required. 

It  appears  that  the  constniction  of  additional  lines  in 
the  vicinity  of  the  village  of  Forreston,  which  lines  are  con- 
nected with  and  form  an  integral  part  of  the  system  of  the 
respondent  is  in  extension  of,  or  in  addition  to,  the  existing 
plant,  and 

The  Commission  finds ^  That  the-  construction  of  tele- 
phone lines  over  the  roads  and  highways  in  the  vicinity 
of  the  village  of  Forreston  by  the  Forreston  Mutual  Tele- 
phone Company,  for  the  purpose  of  furnishing  telephone 
service  to  the  public  is  in  extension  of  and  in  addition  to 
the  existing  plant  and  equipment  of  said  company,  and  not 
the  construction  of  a  new  plant,  and  that,  under  the  facts 
and  circumstances  in  this  case,  it  was  not  unlawful  for  the 

ipondent  to  construct  the  new  lines  above  mentioned 
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without  securing  a  certificate  of  public  convenience  and 
nocossity. 

The  Commission  further  fiyida,  That  the  rates  and  charges 
of  the  Forreston  Mutual  Telephone  Company  now  in  force 
and  effect  are  discriminatory,  and  that  subscribers  who  are 
stockholders  are  charged  a  less  rate  than  subscribers  who 
are  not  stockholders,  and, 

//  is,  therefore,  ordered^  That  such  discriminatory  rates 
and  charges  be  discontinued  and  the  regular  schedule  rates 
be  charged  all  subscribers  without  discrimination  from 
and  after  July  31, 1914;  also  that  the  above  change  in  rates 
and  charges  be  published  as  provided  by  Section  34  of 
^^An  Act  to  provide  for  the  regulation  of  public  utilities.^ ^ 

By  order  of  the  Commission  this  twenty-fourth  day  of 
July,  1914. 

Dated  at  Springfield,  Illinois. 


In  the  Matter  of  the  Application  of  the  Byron  Tele- 
PHOXR  Company  for  Authority  to  Change  Kates. 

No.  2378. 

I)ecid€d  July  24,  191 L 

Increase   in   Bates    for   Bural    Service   Denied  —  Free   Service   between 
Exchanges  Discontinued  —  Schedule  of  Toll  Bates  Established. 

Opinion  and  Order. 

Application  in  the  above  entitled  matter  was  filed  with 
the  Commission  April  1,  1914,  and  sets  forth  that  the  peti- 
tioner is  a  corporation  organized  and  doing  business  under 
the  laws  of  the  State  of  Illinois,  with  its  principal  place  of 
business  at  Byron,  Ogle  County,  Illinois,  and  is  a  public 
utility  engaged  in  the  management  and  operation  of  tele- 
phone systems'  in  the  city  of  Byron  and  in  the  village  of 
Stillman  Valley;  also  a  system  of  connecting  toll  lines  be- 
tween these  exchanges  and  neighboring  exchanges. 

As  set  forth  in  the  application,  the  lawful  rates  now  in 
force  and  effect  are  as  follows : 
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Classification  Bates 

Individual  line  business  telephones $2  00  per  mouth 

Individual  line  residence  telephones 1  50  per  month 

Party  line  residence  telephones 1  00  per  month 

Rural  telephones  (the  rate  is  $1.00  per  month  if  paid 

three  months  in  advance)   1  50  per  month 

Free  service  is  furnished  subscribers  to  all  points  in  Ogle  County,  ex- 
cepting Flag  Center  and  Poio. 

Application  sets  forth  that  under  the  present  schedule 
of  rates  it  is  impossible  to  maintain  the  plant,  furnish  good 
service  and  pay  a  reasonable  dividend  on  the  money  in- 
vested after  allowing  a  proper  amount  for  depreciation  and 
renewals. 

Application  is  made  for  authority  to  change  the  rate  for 
rural  service  from  $1.50  per  month  to  $1.75  per  month,  the 
rate  of  $1.50  per  month  to  continue  to  apply  where  pay- 
ments are  made  for  service  three  months  in  advance;  and 
also  to  establish  a  schedule  of  toll  rates  to  .points  in  Ogle 
and  Winnebago  Counties  as  shown  by  the  following  tables : 

Proposed  Schedule  of  Toll  Rates  from  Byron  and  Stillman  Valley  to  Points 

in  Ogle  County, 

To  Mt.  Morris  5  cents      To  Kings 5  cents 

To  Adeline 5  cents      To  Oregon 5  cents 

To  Forreston 5  cents      To  Chana 5  cents 

To  Lindenwood 5  cents      To  Leaf  River 5  cents 

To  Holcomb 5  cents      To  Polo 10  cents 

To  Monroe 5  cents      To  Rochelle 10  cents 

To  Flag  Center   5  cents      To  Creston 10  cents 

Proposed  Schedule  of  Toll  Bates  from  Byron  and  StiUman  VaUey  to  Points 
in  Winnebago  County, 

To  Rockford 10  cents      To  Seward 10  cents 

To  Winnebago 15  cents 

Hearing  was  had  at  Chicago  on  May  12,  1914.  R.  K. 
Welch  appeared  for  the  petitioner.  L.  D.  Marshall  ap- 
peared representing  the  subscribers  in  the  village  of  Byron 
and  F.  R.  Kendall  appeared  representing  the  rural  sub- 
scribers.   The  testimony  and  discussion  related  largely  to 
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the  character  and  condition  of  the  petitioner's  plant  and 
quality  of  the  service  furnished. 

The  company  was  organized  in  1902  as  a  stock  company 
with  a  capitalization  of  $10,000. 

The  territory  supplied  with  telephone  service  by  the 
Byron  Telephone  Company  comprises  the  townships  of 
Byron,  Marion,  Scott  and  a  part  of  White  Rock  and  Rock- 
vale,  Ogle  County,  Illinois.  On  January  1, 1913,  there  were 
approximately  783  telephones  in  service,  532  connected  with 
the  Byron  exchange  and  251  connected  with  the  Stillman 
Valley  exchange.  The  lines  supplying  service  to  these  are 
all  of  metallic  construction,  including  the  local  lines  >^ithin 
the  \dllage  limits  of  each  exchange.  In  addition  to  the  ex- 
change properties,  the  utility  has  63  miles  of  toll  pole  line 
anrl  219  miles  of  toll  wire,  55  miles  of  which  is  No.  10  cop- 
per wire.  The  toll  line  system  is  operating  in  connection 
with  the  Bell  system,  a  number  of  independent  toll  line 
systems. 

The  utility  has  paid  a  dividend  of  from  six  to  ten  per 
cent,  on  its  capital  stock  of  $10,000  for  several  years,  and  on 
January  1,  1913,  had  a  surplus  of  $17,000.  It  developed 
that  the  utility  has  never  set  aside  any  part  of  its  earnings 
for  depreciation  and  that  the  manager  of  the  company  who 
owns  $5,600  of  the  capital  stock  and  therefore  receives  a 
certain  sum  in  dividends,  practically  donates  his  services 
as  manager,  receiving  $300  or  less  per  year,  and  it  was  con- 
tended that  had  the  manager  been  paid  a  salary  in  keeping 
with  the  work  performed  'by  him,  the  entire  surplus  would 
have  been  wiped  out. 

The  utility  has  no  standard  system  of  accounting  and 
the  statement  of  earnings  and  expenses  submitted  at  the 
hearing  was  of  very  little  value  in  determining  the  reason- 
ableness of  the  proposed  change  in  rates. 

The  petitioner  contended  that  by  reason  of  the  so-called 
free  toll  service,  the  utility  is  performing  a  large  amount  of 
work  for  which  it  receives  no  revenue;  that  by  reason  of 
this  free  service  a  great  many  unnecessary  calls  are  han- 
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(lied,  and  tliat  a  greater  part  of  such  calls  are  confined  to  a 
comparatively  small  number  of  subscribers. 

In  substantiation  of  this,  the  manager  presented  evidence 
to  the  effect  that  out  of  the  total  of  362  calls  originated  at 
the  Stillman  Valley  exchange  in  one  month,  331  of  these 
calls  originated  at  rural  stations  and  31  at  town  stations. 

In  the  month  of  January,  1913,  1,692  calls  were  handled 
over  toll  lines  for  which  the  utility  received  no  revenue 
whatever,  and  in  the  month  of  March,  when  it  became  gen- 
erally known  that  no  charge  would  be  made  for  such  service 
until  this  Commission  determined  this  case,  3,140  calls  were 
handled  free  over  toll  lines. 

The  proposed  change  in  rate  for  rural  service  was  vigor- 
ously opposed,  and  at  the  close  of  the  testimony  Mr.  Welch, 
representing  the  petitioner,  stated  that  if  the  objectors 
were  sincere  in  their  opposition  to  the  proposed  increase  in 
the  rural  rate,  the  petitioner  would  withdraw  the  applica- 
tion for  authority  to  change  the  rates  for  rural  service 
from  $1.50  per  month  to  $1.75  per  month  provided  the  ob- 
jectors woukl  Avithdraw  their  opposition  to  the  proposed 
schedule  of  toll  rates.  This  proposition  was  not  discussed 
at  any  length. 

Free  service  over  toll  lines  is  the  natural  outgrowth  of 
the  telephone  business  and  in  many  instances  has  been  ex- 
tended to  subscribers  voluntarily  by  the  telephone  compa- 
nies but  more  often  such  service  has  been  furnished  in  re- 
sponse to  a  demand  on  the  part  of  the  telephone  users  for 
extensive  free  service.  The  subscriber  first  has  received 
unlimited  service  to  all  other  subscribers  connected  with 
the  exchange  with  Avhich  he  is  connected,  then  the  necessity 
for  connection  with  neighboring  exchanges  has  developed, 
and  free  service  has  been  demanded  with  such  neighbor- 
hood excliange.  Connections  have  been  made  with  neigh- 
boring exchanges  under  the  same  conditions  until  a  net 
work  of  inter-connecting  lines  has  been  established  over 
which  free  service  is  furnished. 

These  connecting  lines  must  be  maintained,  and  in  the 
end  replaced,  and  in  order  to  do  this  the  utility,  theoreti- 
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oally  at  least,  must  derive  enough  return  from  the  system 
as  a  whole  to  take  care  of  the  upkeep  of  the  toll  lines,  but  in 
actual  practice,  this  does  not  work  out  as  is  clearly  shown 
in  the  case  of  Byron  Telephone  Company. 

The  rates  for  exchange  service  are  seldom  fixed  at  a  level 
that  will  produce  suflScient  revenue  to  meet  all  factors  of 
expenses,  including  maintenance  and  depreciation  charges 
on  a  toll  line  plant,  and  pay  a  reasonable  return  on  the  in- 
vestment in  such  plant.    As  a  result  the  condition  of  the 
toll  line  plant  of  the  average  telephone  company  furnish- 
ing free  service  over  such  toll  lines  is  poor  and  the  service 
is  necessarily  of  an  inferior  quality.    Traffic  studies  show 
that  where  free  service  is  furnished  over  toll  lines,  certain 
individuals  in  each  exchange  use  the  inter^coimecting  lines 
much  more  than  others,  while  some  subscribers  do  not  use 
the  lines  at  all.    It  would  seem  therefore  that  the  subscrib- 
ers who  use  the  lines  should  pay  toward  their  upkeep,  and 
that  it  is  unfair  to  charge  any  part  of  the  cost  of  such  up- 
keep to  those  subscribers  who  do  not  use  the  lines.    Free 
service  trunk  lines  between  exchanges  are  frequently  con- 
gested by  messages  to  such  an  extent  that  important  mes- 
sages for  which  the  patron  would  willingly  pay  a  reason- 
able charge  are  held  up,  and  the  service  is  rendered  less 
adequate  and  less  efficient. 

These  conditions  are  especially  applicable  to  the  system 
of  the  Byron  Telephone  Company.  As  has  been  stated  the 
applicant  operates  two  exchanges  which  are  connected  by 
trunk  lines  and  also  has  direct  connections  over  local  trunk 
lines,  with  Mt.  Morris,  Adeline,  Forreston,  Lindenwood, 
Holcomb,  Flag  Center,  Kings,  Oregon,  Chana,  Leaf  River, 
Polo,  Rochelle  and  Creston  in  Ogle  County  and  Rockford, 
Winnebago  and  Seward  in  Winnebago  County.  Service  is 
free  between  these  exchanges  and  from  the  evidence  pre- 
sented it  appears  that  the  traffic  over  these  lines  is  con- 
gested. 

There  seems  to  be  no  valid  reason  for  requiring  every 
subscriber  on  the  system  to  help  maintain  a  part  of  the 
plant  and  equipment  which  he  may  not  use  at  all.    It  is 
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also  evident  that  some  means  should  be  effected  to  reduce 
the  congestion  upon  many  of  the  toll  lines,  and 

It  is,  therefore,  ordered.  That  the  petitioner,  the  Byron 
Telephone  Company,  establish  a  schedule  of  toll  rates  for 
Byron  and  Stillman  Valley  as  follows  : 

To  Mt.  Morris 5  cents  To  Ghana 5  cents 

To  Adeline 5'  cents  To  Leaf  River 5  cents 

To  Forreston 5  cents  To  Polo 10  cents 

To  Lindenwood 5  cents  To  Rochelle 10  cents 

To  Holcomb 5  cents  To  Crest  on 10  cents 

To  Monroe 5  cents  To  Rockford 10  cents 

To  Flag  Center   5  cents  To  Winnebago 15  cents 

To  Kings 5  cents  To  Seward 10  cents 

To  Oregon 5  cents 

Such  schedule  of  rates  shall  be  approved  and  published 
as  provided  by  Section  34  of  ''An  Act  to  provide  for  the 
regulation  of  public  utilities/' 

Application  for  authority  to  change  the  rate  for  rural 
service  from  $1.50  per  month  to  $1.75  per  month  is  denied. 

By  order  of  the  Commission  this  twenty-fourth  day  of 
July,  1914. 

Dated  at  Springfield,  Illinois. 


[HI. 


In  the  Matter  of  the  Application  of  the  Montgomery 
County  Telephone  Company  for  Authority  to 
Change  Rates. 

No.  2399. 

Decided  July  24,  1914. 

Bates   for   MetaUic    Oircult   Service   Fixed,   upon   the   EstabUslmieiit  of 

Metallic  In  Addition  to  Grounded   Line  Service  —  Oontinnation 

In  Force  of  Former  Bates  for  Grounded  Line  Service. 

Opinion  and  Order. 

Application  in  the  above  entitled  matter  sets  forth  that 
the  petitioner  is  a  public  utility  engaged  in  the  manage- 
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ment  and  operation  of  a  general  telephone  system  in  Mont- 
gomery County,  Illinois,  consisting  of  local  exchanges  and 
connecting  toll  lines.  Exchanges  are  located  at  Butler, 
Donnellson,  Hillsboro,  Nokomis,  Raymond,  Schram  City 
and  Taylor  Springs. 

Application  further  sets  forth  that  the  utility  furnishes 
service  to  rural  subscribers  at  all  of  its  exchanges ;  that  the 
lines  serving  such  rural  subscribers  are  grounded  lines 
with  the  exception  of  two  metallic  lines  connected  with  the 
Hillsboro  exchange ;  that  by  reason  of  the  construction  of 
high  tension  power  lines  throughout  the  territory  traversed 
by  these  rural  lines,  and  leakage  and  induction  from  such 
power  lines,  the  rural  lines  are  very  noisy  and  the  service 
is  entirely  unsatisfactory  to  the  subscribers,  and  that  in 
order  to  furnish  adequate  and  eflScient  service  to  such  sub- 
scribers, it  will  be  necessary  to  provide  metallic  circuits. 

Application  is  made  for  authority  to  change  the  rate  from 
$15.00  per  year  for  rural  service  on  grounded  lines  to  $18.00 
per  year  for  rural  service  on  metallic  lines.  The  only  sub- 
scribers affected  by  the  proposed  change  in  rate  are  the 
rural  subscribers.  On  July  1,  1914,  there  were  590  such 
subscribers  connected. 

Hearing  was  held  at  Springfield,  Illinois,  on  July  1, 1914. 
A.  M.  Howell,  secretary  of  the  company,  and  Ben  B,  Boyn- 
ton,  attorney,  appeared  for  the  petitioner ;  no  one  appeared 
objecting. 

The  company  reports  the  total  present  valuation  of  the 
plant  at  $59,850.60.  This  embraces  the  local  exchanges, 
rural  lines  and  toll  lines.  Income  available  for  dividends 
for  the  twelve  months  ending  June  30,  1914,  is  reported  to 
be  $2,977.80,  or  approximately  5  per  cent,  on  the  present 
valuation  of  this  plant. 

The  petitioner  submitted  a  statement  of  the  estimated 
cost  of  reconstructing  its  rural  lines  and  the  replacements 
of  all  grounded  circuits  with  metallic  circuits. 

According  to  this  statement  $23,060.36  will  be  required 
for  this  work.    If  all  of  the  590  rural  subscribers  should 
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elect  to  take  metallic  service,  the  possible  increase  in  rev^- 
enue  would  amount  to  $3,540  per  annum.  If  the  cost  of 
operation  and  maintenance  is  not.  increased  this  increase 
in  revenue  will  yield  a  rate  of  return  equal  to  15.3  per  cent, 
on  the  added  investment  of  $23,060.36. 

It  is  so  highly  probable  as  to  be  almost  a  certainty  that 
not  all  of  the  590  rural  subscribers  will  desire  the  metallic 
line  service  and  that  the  cost  of  operation  and  maintenance 
of  the  metallic  lines  will  be  greater  than  the  cost  and  opera- 
tion of  the  grounded  lines.  This  decrease  in  estimated 
revenue  and  increase  in  operati^on  and  maintenance  costs 
will  reduce  the  rate  of  returns  and  it  is  more  probable  that 
the  rate  of  return  will  amount  to  14  per  cent,  instead  of  the 
estimated  15.3  per  cent. 

The  statements  submittetl  at  the  hearing  have  been 
checked  by  the  engineers  for  the  Commission  and  it  appears 
that  the  amount  of  investment  per  station  is  substantially 
equal  to  that  of  such  other  exchanges  of  the  same  class  for 
which  figures  are  available.  No  inventory  valuation  of  the 
property  of  the  petitioner  has  been  made  and  it  is  not  pos- 
sible to  state  absolutely  the  extent  to  which  the  company's 
construction  account  would  correspond  with  such  a  valua- 
tion. Under  the  circumstances  it  appears  that  such  a  valua- 
tion is  unnecessary  for  the  reason  that  the  amount  of  the 
investment  reported  and  the  estimated  cost  of  reconstruct- 
ing the  rural  lines  appear  in  all  respects  to  be  reasonable 
for  business  of  this  character. 

As  set  forth  in  the  testimony  the  lines  of  the  Montgomery 
County  Telephone  Company  are  in  some  instances  paral- 
leled, and  in  other  instances  intersected,  by  high  tension 
power  lines  and  the  leakage  and  induction  from  such  high 
tension  lines  have  seriously  affected  the  service  furnished 
by  the  petitioner.  Not  only  are  the  rural  lines  affected  but 
it  appears  that  the  disturbances  extend  over  the  entire  sys- 
tem and  some  of  the  local  exchange  lines  are  affected.  It 
has  long  been  recognized  by  telephone  engineers  that  the 
grounded  system  is  unsatisfactory  since  causes  of  disturb- 
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ances  on  grounded  lines  cannot  be  eliminated.  Such  causes 
of  disturbances  are,  (1)  Leakage.  (2)  Electro-Magnetic 
Induction.  (3)  Electro-Static  Induction;  and  by  reason  of 
paralleling  grounded  circuits  and  paralleling  high  tension 
power  circuits,  the  rural  lines  of  the  Montgomery  County 
Telephone  Company  are  aifected  by  all  of  the  i  hove  causes. 
That  the  present  service  is  unsatisfactory  to  the  subscrib- 
ers there  can  be  no  doubt,  and  that  the  utility  is  entitled  to  a 
rate  for  metallic  line  service  that  will  produce  a  reasonable 
return  on  the  added  investment  necessary  to  provide  such 
service,  is  recognized.  The  utility  is  asking  not  so  much 
for  an  increase  in  rate  as  for  a  higher  rate  for  a  better 
service.  The  utility  proposes  to  offer  something  which  it 
has  not  heretofore  offered  to  its  subscribers  and  for  this 
improved  service  it  is  entitled  to  fair  remuneration. 

It  is,  therefore,  ordered,  That  the  petitioner,  the  Mont- 
gomery County  Telephone  Company,  may  charge  a  rate  of 
$1.50  per  month  for  metallic  line  rural  service.  The  rate  of 
$1.25  per  month  for  grounded  line  rural  service  is  to  con- 
tinue to  apply  to  all  subscribers  who  desire  such  service. 

It  is  further  ordered,  That  the  rate  of  $1.50  per  month 
for  metallic  line  rural  service  shall  become  effective  August 
1,  1914,  and  that  the  petitioner  shall  post  and  publish  the 
new"  rate  as  provided  by  Section  34  of  "Afi  Act  to  provide 
for  the  regulation  of  public  utilities/^ 

By  order  of  the  Commission  this  twenty-fourth  day  of 
July,  1914. 

Dated  at  Springfield,  Illinois. 
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In  the  Matter  of  Rates,  Rules  and  Classifications  of 
Telephone  Service  in  Illinois. 
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Conference  Ruling  No.  13. 

Dated  July  30,  1914. 

Free    and   Reduced   Bate    Service  —  Tel^bonee   In   Ballroad   StationB— 

Olassiflcatlon  Into  BoainesB  and  Residence  8abBcril)er8 — Free  ToU 

Service    to    Subscribers  —  Regular    Schedule    to    Supersede 

Special  Rates  —  Discounts  for  Prompt  Payment  —  Oliarge 

for  Special  Installation  Only  —  Rates  for  Temporary 

Service  —  Oliarges  for  Removing  Telepliones. 

Conference  Ruling. 

a.  All  free  and  reduced  rate  service  is  prohibited  by  the 
act  providing  for  the  regulation  of  public  utilities.  Section 
39,  Article  4,  of  that  act  reads  as  follows : 

"  No  public  utility,  or  any  officer  or  agent  thereof,  or  any  person  acting 
for  or  employed  by  it,  sliall  directly  or  indirectly,  by  any  device  or  means 
whatsoever,  suffer  or  permit  any  corporation  or  person  to  obtain  any 
service,  commodity,  or  product  at  less  than  the  rate  or  other  charge  then 
established  and  in  force  as  shown  by  the  schedules  filed  and  in  effect  at  the 
time.  No  person  or  corporation  shall,  directly  or  indirectly,  by  any  de\ice 
or  means  whatsoever,  whether  with  or  without  the  consent  or  connivance  of 
a  public  utility  or  any  of  its  officers,  agents,  or  employees,  seek  to  obtain 
or  obtain  any  service,  commodity,  or  product  at  less  than  the  rate  or  other 
charge  then  established  and  in  force  therefor." 

It  follows,  of  course,  that  all  free  and  reduced  rate  service 
now  given  to  public  offices  and  officers  in  the  various  munic- 
ipalities is  prohibited  by  the  above,  but  it  will  not  be  the 
general  policy  of  the  Commission,  on  its  own  initiative,  to 
inquire  into  the  reasonableness  of  the  terms  and  conditions 
of  ordinances  providing  for  compensation  to  municipalities 
in  the  way  of  telephone  service,  where  the  terms  have  been 
agreed  upon  between  the  municipalities  of  the  State  and  the 
public  utilities,  prior  to  the  taking  effect  of  the  act  creating 
this  Commission. 

b.  The  law  prohibits  free  local  service  from  public  pay 
stations;  it  also  prohibits  free  toll  service  for  a  part  only 
of  the  subscribers  of  the  telephone  company  and  not  for 
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all  of  the  subscribers,  similarly  situated.  It  does  not,  how- 
ever, prohibit  telephone  companies  from  furnishing  free 
service  to  such  of  its  employees  as  it  must  reach  in  order  to 
provide  adequate  and  efficient  service  to  the  public. 

c.  Where  telephone  service  in  railway  stations  may  be 
reasonably  required  under  the  provisions  of  Section  49  of 
the  State  Public  Utilities  Law,  railway  companies  should 
pay  the  regular  business  rate  for  such  service.  In  railway 
stations  at  which  the  railway  company  cannot  reasonably  be 
expected  to  pay  for  a  telephone,  or  w^here  it  already  pays 
for  one  or  more  telephones,  telephone  companies  may  be 
permitted,  if  they  so  desire,  to  place  a  pay  station  telephone 
equipped  with  a  coin  collector.  Under  these  conditions  all 
subscribers  of  the  telephone  company  in  question,  can  have 
communication  with  the  railway  station  without  additional 
charge,  but  messages  sent  from  the  station  to  a  subscriber 
must  be  paid  for. 

At  large  railway  stations  where  the  C/Onvenience  of  the 
public  requires  it,  and  the  volume  of  the  business  warrants 
it,  telephone  companies  may  be  permitted  to  install  public 
pay  stations. 

d.  The  classification  of  telephone  subscribers  into  busi- 
ness and  residence  subscribers  with  higher  rates  for  the 
former  than  for  the  latter  is  reasonable  and  permissible  (1) 
because  of  the  greater  cost  of  providing  business  service 
and  (2)  because  it  is  a  well  established  principle  that  a 
lower  residence  rate  is  necessary  in  order  that  a  sufficiently 
large  number  of  subscribers  may  be  secured  to  make  the 
telephone  valuable  to  all  users.  An  extension  of  this  classi- 
fication may  be  made  so  as  to  apply  to  churches,  hospitals 
and  other  charitable  institutions,  provided  that  the  two 
principles  of  cost  and  service  to  other  subscribers  are  con- 
tinually kept  in  view  and  provided  further  that  such  classi- 
fication shall  not  apply  to  any  institution  supported  by 
public  taxation. 

e.  Where  the  place  of  business  and  tlie  residence  of  a 
subscriber  are  in  the  same  premises,  and  no  telephone  is  in- 
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stalled  in  the  place  of  business,  the  business  rate  should  be 
charged  for  the  telephone  installed  in  the  residence. 

f.  Every  telej)hone  company  which  offers  business  and 
residence  rates  should  publish  a  separate  and  distinct  rate 
for  business  telephones  and  for  residence  telephones,  and  a 
so-called  combined  rate  for  a  business  telephone  and  a  resi- 
dence telephone,  which  is  less  than  the  sum  of  the  regularly 
published  residence  and  business  rates  is  unlawful. 

g.  It  is  lawful  for  telephone  companies  to  furnish  free 
toll  service  to  their  respective  subscribers  provided  the 
same  is  given  to  all  subscribers  alike.  In  such  cases  the 
free  toll  service  may  be  regarded  as  a  part  of  the  service 
which  each  company  is  providing  for  its  subscribers. 

h.  Where  special  rates  have  been  in  effect  under  individ- 
ual contracts,  said  rates  shall  be  changed  to  conform  to  the 
regular  schedule  rates.  Where  one  class  of  service  is  super- 
seded by  another  class  of  service,  it  is  lawful  to  collect  that 
rate  which  the  regular  schedule  provides  for  the  class  of 
service  furnished. 

i.  It  is  lawful  for  telephone  companies  to  offer  discounts 
from  the  regular  charge,  on  conditions  of  payment  of  the 
bill  on  or  before  a  certain  date,  provided  that  such  discount 
rules  are  strictly  complied  with,  wdthouc  discrimination. 

j.  In  cases  where  the  company  provides  special  wiring 
or  special  apparatus  to  meet  special  conditions,  it  is  lawful 
to  collect  a  special  installation  charge  to  cover  the  addi- 
tional expense  incurred.  An  addition  to  the  regular  charge 
for  the  service  shall  not  be  imposed  on  account  of  special 
wiring  or  special  apparatus  which  is  properly  chargeable 
only  to  the  regidar  installation. 

k.  Telephones  installed  or  used  for  short  periods  of  time, 
such  as  telephones  in  temporary  business  places,  summer 
cottages,  political  headquarters,  etc.,  may  justly  be  charged 
a  higher  rate  than  the  proportionate  charge  of  the  regular 
annual  rate  for  the  respective  class  of  service  under  the 
regular  schedule. 

1.  A  charge  may  be  made  for  removing  telephones  from 
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one  address  to  another  after  the  first  installation  and  prior 
to  the  expiration  of  the  term  of  the  subscription  or  con- 
tract for  service,  provided  that  the  amount  of  this  charge 
shall  be  as  nearly  as  possible  the  actual  cost  of  performing 
the  work. 

It  is,  therefore,  ordered.  That  all  telephone  companies 
doing  business  in  the  State  of  Illinois  change  tlieir  rates, 
rules  and  classifications  not  at  present  in  harmony  with  this 
ruling,  to  conform  with  the  same.  Two  months  will  be  con- 
sidered an  adequate  period  of  time  within  which  to  comply 
with  the  provisions  of  this  order. 

By  order  of  the  Commission  this  thirtieth  day  of  July, 
1914,  dated  at  Springfield,  Illinois. 


In  the  Matter  of  the  Application  of  the  Pitcher  Tele- 
phone Company  for  Authority  to  Change  Rates. 

No.  2203. 

Decided  July  31,  1914, 

Inadequate  Revenue  —  Increase  in  Bates  —  Valuation  of  Property  —  De- 
tezminatlon  of  Revenues   and  Expenses  —  Installation  of  Party 
Une  Service  —  Lower  Rates  for  Party  Une  than  for  Indi- 
vidual Service  —  Schedule  of  Rates  Prescribed. 

Opinion  and  Order. 

The  application  in  the  above  entitled  matter  sets  forth 
that  the  petitioner  is  a  public  utility  engaged  in  the  man- 
agement and  operation  of  the  general  telephone  system  con- 
sisting of  local  exchanges  and  connecting  toll  lines  covering 
the  greater  part  of  Jo  Daviess  County,  at  Warren,  Illinois. 
Exchanges  are  operated  at  Warren,  Galena,  East  Dubuque, 
Apple  River,  Scales  Mound,  Hanover,  Elizabeth,  Woodbine 
and  Stockton.  The  lawful  rates  of  the  applicant  now  in 
effect  at  all  exchanges  are  as  follows : 
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Business  te'ephones,  ii»dt'j)C'iulert   Iii:e $2  (M)  per  mouth 

Residence  telephones,  inde|)endent  line 1  OJ  per  month 

Residence     telephones,     independent     line     (including 

county  service)    1  50  per  month 

Rural  telephones,  party  line 1  20  per  month 

Switchine:  farmer  lines  owned  by  subscribers 50  per  month 

A  connecting:  rate  of  $3.00  per  month  is  charjjed  sub- 
scribers who  have  both  a  business  and  a  residence 
telephone. 

The  application  sets  forth  tliat  the  revenue  received  from 
the  present  schedule  of  rates  is  not  sufficient  to  cover  all  of 
the  factors  of  expense,  provide  for  depreciation  and  pay  a 
reasonable  return  on  the  investment.  Application  is  made 
for  authority  to  put  into  effect  the  following  schedule  of 
rates : 

Business  telephones,  independent  line $2  00  per  month 

Residence  telephones,  independent  line 1  16%  per  month 

Residence    telephones,    independent    line    (including 

county  ser\'iee)    1  50  j.er  month 

Rural  party  lines 1  16%  per  month 

Switchinjr  farmer  lines  owned  by  subscribers 66%  per  month 

Business  and  residence  telephones  on  same  line  (in- 

cludinj?  county  service) 3  25  per  month 

Hearing  was  held  at  Chicago  on  March  24, 1914;  Mr,  L.  C. 
Morris  appeared  for  the  applicant;  no  one  appeared  object- 
ing. The  testimony  offered  by  Mr.  Morris  was  of  very  lit- 
tle value,  due  to  the  fact  that  he  was  only  recently  elected 
president  of  the  utility  and  the  case  was  continued  in  order 
that  the  Commission  might  have  an  opportunity  to  make  an 
examination  of  the  properties  and  an  investigation  of  con- 
ditions. 

Records  of  the  cost  of  the  original  construction  are  not 
available.  The  first  exchange  was  built  at  Warren  in  1898 
and  the  system  was  extended  from  time  to  time  until  ex- 
changes were  built  in  all  of  the  principal  towns  in  Jo 
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Daviess  County  and  a  system  of  toll  lines  extended  over 
the  county. 

The  utility  is  now  furnishing  service  to  approximately 
2,200  patrons  as  shown  by  the  following  report  of  station 
development : 


TERRITORY  AND  STATION  DEVELOPMRN': 


Estimated 

POPULATION 

Number  of  STATioNa 

Flack 

DATE    MAT    1.    1914 

Inde- 
pendent 

Lvu(ine»:i 

Inde- 
pendent 

retidenet 

Rural 

Service 

Total 

Gain  dur- 

ino  past 

year 

Warren 

1.331 
4,835 
1.253 
1.096 

66 
94 
26 

170 
161 

80 
183 

24 

23 
3 

29 

125 
33 

138 
42 
57 

iii 

119 
95 

"270 
93 
95 
14 

■        36 

480 
383 
244 
548 
201 
131 

23 
154 

36 

No  record 

Galena 

No  record 

East  Dubuque 

Stockton 

No  record 
No  record 

Apple  River 

581   1           27 
388  1            13 
703  ,             6 
653              14 

103  '    

Scales  Mound 

Eliiabeth 

No  record 

HaDOV«»r . 

No  reci  rd 

Woodbine 

Total 

299 

673  .          '»n«  •         722 

2.200 

An  examination  of  the  property  and  an  investigation  of 
local  conditions  were  made  in  the  month  of  May,  1914.  In 
the  month  of  June,  1914,  the  utility  mado  and  submitted  to 
the  Commission  an  inventory  of  its  entire  property  and 
from  such  inventory  the  engineers  for  the  Commission 
estimated  the  value  of  the  exchange  and  farmer  line  prop- 
erty new  at  $80,200  and  the  present  value  at  $64,160. 

Detailed  records  of  earnings  and  expenses  are  not  avail- 
able for  any  period  prior  to  January  1,  1913.  A  statement 
for  the  year  1913  and  for  the  four  months  ending  April 
30,  1914,  was  prepared  by  the  Commission  from  a  report 
submitted  by  the  utility.  The  statement  for  the  year  1913 
follows : 
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STATEMENT  OF  REVENUES. AND  EXPENSES. 

12  Months  Ending  December  31,  1913. 

Total  Per  *S  tat  ion 
Grctis  He  venue: 

Exchange $27,19S  83  .$12  30 

Toll 1,312  77  60 

Total $28,511  60              12  96 

Expenses  :* 

Operatinj? *  .    .f H.J)39  96  4  06 

Repairs 7,637  96  3  4-7 

Depreciation 6,698  40  3  04 

Taxes 112  01  05 

Total — 26,294  33              11  95 

Net  Revenue $2,217  27  1  01 

Sundry  net  earnings: 

Total  net  earnings $2,217  27  1  01 

Deduct  interest 1,428  11  .  65 

Balance  net  profits $789  16  36 

Deduct  dividends 3,906  OOf  1 78t 

Undivided  profits 3,116  84t  1  42t 

The  expenses  per  station  are  very  low  as  compared  with 
the  general  level  of  utilities  operating  in  similar  communi- 
ties and  furnishing  the  same  class  of  service,  and  it  seems 
that  it  would  be  reasonable  for  the  purposes  of  this  case  to 
accept  the  reported  operating  expenses  for  the  year  ending 
December  31,  1913,  as  expenses  of  a  nonnal  year. 

According  to  the  installation  of  May  1,  1914,  exchange 
revenues  for  town  and  rural  telephones  under  the  proposed 
schedule  would  be  as  follows : 


*  An  error  in  the  expense  accounts  is  apparent. —  Ed. 
t  Indicates  loss. 
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Rex'exues  op  Pitcher  Telephone  Company,  with  Installation  as  of 

May  1,  1914. 

Classification  Bates  lie  venues 

299  business  telephones  $24  00  $7,176 

615  residence  telephones   14  00  8,610 

58  residence  telephones   18  00  1,044 

506  rural  telephones  16  00  8,096 

722  service  stations 8  00  5,776 


2200  $30,702 

With  exchange  operating  expenses,  including  repairs,  de- 
preciation and  taxes  amounting  to  $26,294.33  as  reported 
for  the  year  ending  December  31, 1913,  the  amount  available 
for  interest  would  be  $4,407.67. 

Reference  to  the  foregoing  summary  shows  that  the 
utility  is  in  need  of  more  revenue  than  can  reasonably  be 
expected  from  the  proposed  schedule  of  rates.  The  pro- 
posed rate  for  switching  service  stations  is  out  of  line  with 
the  general  average  rate  charged  for  the  same  service  in 
towns  and  villages  of  the  same  class.  From  all  of  the  com- 
parative data  now  available,  it  appears  that  $6.00  per 
annum  per  station  is  the  maximum  charge  fixed  by  tele- 
phone companies  for  switching  rural  stationsowned  by  sub- 
scribers, but  the  service  furnished  such  subscribers  by  the 
petitioner  cannot  be  included  in  this  classification  for  the 
reason  that  all  such  subscribers  receive  service  over  the  en- 
tire exchange  system  of  the  petitioner  and  for  the  purpose 
of  rate  making  these  rural  subscribers  should  be  considered 
as  an  integral  part  of  the  local  exchange  system  and  the 
rates  should  be  determined  in  the  same  manner  as  local 
service  rates,  with  due  regard  of  course,  to  difference  of 
cost  of  service  between  local  and  rural  lines. 

In  order  to  have  a  safe  return  of  7  per  cent,  on  the  value 
of  its  property  the  utility  must  have  from  $4,491  to  about 
$5,614  per  annum  depending  upon  whether  the  present  value 
or  cost  new  of  the  property  is  accepted  as  the  basis  of  com- 
puting interest.     In  the  absence  of  accurate  information 
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bearing  on  the  financial  history  of  the  utility  it  is  difficult 
to  determine  just  what  final  value  should  be  placed  upon 
the  property,  but  it  seems  that  interest  may  reasonably  be 
placed  upon  a  value  not  far  from  the  cost  of  the  property 
new. 

The  question  then  arises  as  to  what  rates  should  be 
charged  in  order  to  enable  the  utility  to  secure  the  neces- 
sary increase  in  revenue.  The  present  schedule  provides 
only  for  individual  line  service  and  in  preparing  the  pro- 
posed schedule  the  applicant  did  not  contemplate  the  instal- 
lation of  party  line  service.  The  introduction  of  a  schedule 
of  rates  with  a  lower  charge  for  party  line  service  than  for 
independent  line  service  would  probably  lead  many  patrons 
who  are  at  present  receiving  independent  line  service  to 
choose  party  line  service  at  a  lower  rate,  but  it  appears  that 
such  a  schedule  of  rates  should  be  established  in  order  that 
the  patrons  of  the  utility  might  have  the  opportunity  to 
subscribe  for  a  class  of  service  that  will  meet  their  require- 
ments at  a  rate  in  keeping  with  the  value  of  the  service  to 
them. 

It  is  not  likely  that  many  business  telephones  would  be 
affected  by  such  a  schedule  of  rates  but  a  large  part  of  the 
residence  installations  would  probably  be  placed  on  party 
lines.  This  change  in  service  under  the  equitable  schedule 
would  not  reduce  estimated  revenues.  The  facts  available 
in  this  case  are  not  sufficient  to  enable  an  accurate  appor- 
tionment to  be  made  in  order  to  determine  the  exact  cost  of 
each  class  of  service.  The  schedule  now  in  effect  is  far 
out  of  line  with  what  has  been  found  suitable  in  the  tele- 
phone business  and  the  changes  which  should  be  made  are 
not  difficult  to  determine.  The  rates  for  independent  line 
service  should  be  placed  at  a  higher  point  than  for  party 
line  service  but  it  will  not  be  possible  to  determine  now  just 
how  much  revenue  will  be  produced  as  there  will  undoubt- 
edly be  a  large  number  of  changes  in  residence  classifica- 
tions in  order  to  avoid  the  effect  of  the  higher  rates. 

The  following  table  shows  what  the  revenues  would  be 
under  a  schedule  as  outlined,   assuming  the  number  of 
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changes  in  classifications  that  will  follow  the  introduction 
of  party  line  service : 

Revenues  op  Pitcher  Telephone  Company  with  Installation  as  of 

May  1,  1914. 

Clasfiifications. 
225  independent  line  business  telephones,  at. . 

74  two-party  business  telephones,  at 

450  independent  line  residence  telephones,  at.'. 
165  two-party  residence  telephones,  at . . . 
58  independent  line  residence  telephones  (in- 
cluding county  service),  at 

506  rural  telephones,  at 

722  service  stations,  at 


Proposed  Rates. 

Rates. 

Revenues. 

$27  00 

$6,075 

21  00 

1,554 

18  00 

8,100 

12  00 

1,980 

21  00 

1,218 

15  00 

7,590 

7  00 

5,054 

2200  $31,571 

Exchange  earnings  according  to  this  schedule  would  be 
$4,372  greater  than  under  existing  rates  and  $869  greater 
than  the  revenues  under  the  rates  proposed  by  the  peti- 
tioner on  the  basis  of  the  installation  as  of  May  1, 1914. 

In  view  of  the  conditions  and  the  facts  as  determined  by 
the  Commission  it  does  not  seem  that  a  schedule  of  rates 
different  from  that  outlined  above  should  be  adopted.  This 
schedule  should  enable  the  utility  to  make  adequate  pro- 
vision for  interest  and  depreciation  without  being  in  any 
way  unreasonable  to  its  patrons.  If  the  changes  in  classi- 
fication follow  the  lines  suggested  above  and  expenses  are 
not  increased,  the  total  earnings  under  the  proposed  rates 
will  be  $5,276  per  annum,  which  will  allow  6i^  per  cent,  for 
interest  on  the  cost  of  the  property  new.  Actually  the  in- 
crease may  be  in  excess  of  this  but  such  excess  will  not  in- 
crease the  interest  more  than  one-half  of  1  per  cent.,  mak- 
ing the  total  7  per  cent.,  which  considering  the  character  of 
the  business  is  not  excessive. 

It  is,  therefore,  ordered^  That  the  applicant,  the  Pitcher 
Telephone  Company  be,  and  the  same  is  hereby,  authorized 
to  discontinue  its  present  schedule  of  rates,  including  the 
combination  rate  for  business  and  residence  telephones  at 
all  of  its  exchanges  and  substitute  the  following  schedule : 
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Classification  Bates 

Individual  business  telephones $27  00  per  year 

Two-party  business  telephones 21  00  per  year 

Individual   residence  telephones IS  00  per  year 

Two-party  residence  telephones 12  00  per  year 

Individual  residence  telephones  (including^  county  serv- 
ice)   21  00  1  er  year 

Rural  telephones    lo  00  per  year 

Service  stations 7  00  per  year 

It  is  further  ordered,  That  the  above  schedule  of  rates 
shall  take  effect  from  and  after  the  first  day  of  August, 
1914,  and  that  said  schedule  be  filed,  posted  and  published 
as  provided  by  Section  34  of  ''An  Act  to  provide  for  the 
regulation  of  public  tdilities/^ 

By  order  of  the  Commission  this  thirty-first  dav  of  July, 
1914. 

Dated  at  Springfield,  Illinois. 
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Citizens  of  Armington,  Illinois,  v.  Eminence  Mutual 
Telephone  Company  and  Baker  Telephone  System. 

No.  2341. 

Decided  July  31,  1914. 
Approval  of  Agreement  for  Physical  Oonnection. 

Opinion  and  Order. 

The  complaint  filed  herein  sets  forth  that  the  inhabitants 
of  Armington,  Illinois,  are  severely  handicapped  because 
of  the  fact  that  there  is  no  telephone  connection  betwe?n 
the  linos  of  the  Eminence  Telephone  company  and  the  lines 
of  the  Baker  Telephone  System  in  Armington,  Illinois,  and 
asks  that  the  two  companies  be  compelled  to  connect  their 
lines  and  interchange  service. 

On  May  19,  1914,  the  case  came  on  for  hearing  at  the 
offices  of  the  Commission  at  Springfield,  Illinois.  J/.  ^^. 
Hainlincy  trustee  of  the  village  of  Armington,  appeared  for 
complainant.      Earl  Johnson,  president  of  the  Eminence 
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Mutual  Telephone  Company,  appeared  for  that  company, 
and  J.  Howard  Baker,  president  of  the  Baker  Telephone 
System,  B.  F.  Baker,  a  director,  and  Ben  B.  Boynton,  its 
attorney,  appeared  for  the  Baker  Telephone  System. 

At  the  hearing  the  Baker  Telephone  System  opposed  the 
granting  of  the  relief  asked  for  on  the  ground  that  its 
business  would  be  damaged  by  the  physical  connection, 
since  its  rate  for  telephone  service  is  $18.00  per  year  and 
the  Eminence  Mutual  Telephone  Company's  rate  is  $10.00 
.  per  year  and  the  natural  tendency  of  subscribers  would  be 
to  subscribe  for  the  cheaper  service.  It  developed  at  the 
hearing  that  the  two  defendants  would  in  all  probability 
be  able  to  agree  upon  a  connecting  arrangement  that  would 
protect  both  companies,  and,  therefore,  the  case  was  con- 
tinues! until  June  2,  1914,  at  which  time  the  contract  exe- 
cutcMl  by  the  two  defendants  was  submitted  for  the  ap- 
proval of  this  Commission. 

The  contract  provides  that  the  physical  connection  shall 
be  made  and  the  cost  borne  by  the  Baker  Telephone  Sys- 
tem; that  this  shall  include  the  physical  connection  of  the 
rural  lines  of  the  Eminence  Mutual  Telephone  Company 
running  south  of  Armington  with  tlie  Armington  exchange 
of  the  Baker  Telephone  System  and  shall  also  include  the 
connection  of  the  toll  lines  of  the  Mutual  company  extend- 
ing from  Atlanta,  Illinois,  through  Armington  to  Minier, 
Illinois,  with  said  Armington  exchange. 

The  contract  provi<les  somewhat  in  detail  the  terms  upon 
which  said  connection  is  to  be  made. 

The  Commission,  being  fully  advised  in  the  premises, 
iinds : 

1.  That  public  convenience  and  necessity  require  that  the 
y)hysical  connection  be  made  between  the  lines  of  the  above 
mentioned  companies. 

2.  That  the  terms  of  the  contract  entered  into  between 
said  companies  providing  for  said  physical  connection  are 
reasonable  and  just. 

If  is\  therefore,  ordered,  That  the  contract  dated  May  21, 
1914,    between    the    Baker    Telephone    System    and    the 
3 
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PJminonce  Mutual  Telephone  System  which  provides  for  a 
physical  connection  at  Armington,  Illinois,  between  the 
lines  of  said  companies  be,  and  the  same  hereby  is,  ap- 
proved, and  that  said  connection  shall  be  made  within  thirty 
days  from  the  date  of  this  order. 

By  order  of  the  Commission  this  thirty-first  day  of  July, 
1914. 

Dated  at  Springfield,  Illinois. 


:ii: 


In  the  Matter  of  the  Application  of  the  Illinois  Mutual 
Telephone  Company  for  Authority  to  Change  Rates. 

No.  2632. 

Decided  July  31,  19UL 

Elimination  of  Discrimination  between  StockliolderB  and  Non-stockholdezs 
—  Discontinuance  of  Business  Bate — Flat  Bate  for  All  Subscribers. 

Opinion  and  Order. 

This  is  an  application  for  authority  to  discontinue  dis- 
criminatory rates  and  charges  as  applied  to  stockliolders 
and  non-stockholders ;  also  for  authority  to  discontinue  the 
rates  of  $18.00  per  year  for  business  telephones. 

Application  was  filed  with  the  Commission  on  June  13, 
and  sets  forth  that  the  petitioner  is  a  public  utility  engaged 
in  the  management  and  operation  of  a  telephone  system 
in  the  village  of  Seward,  Winnebago  County,  and  that  as 
such  public  utility  it  is  subject  to  the  provisions  of  an  act 
entitled  ^^Ayi  Act  to  provide  for  the  regulation  of  public 
utilities.^ ^  Application  further  sets  forth  that  the  rates 
charged  stockholders  for  all  classes  of  service  are  less 
than  the  rates  charged  non-stockholders,  and  application 
is  made  for  authority  to  change  the  rates  in  order  to  dis- 
continue this  discrimination. 

The  regular  schedule  rate  for  business  telephones  is 
$18.00  per  year.  It  appears  that  there  has  been  some 
objection  on  the  part  of  the  subscribers  to  this  class  of 
service  and  it  is  the  desire  of  the  utility  to  discontinue  the 
business  rate  and  charge  aU  subscribers  a  rate  of  $12.00 
per  year. 
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The  Commission  has  ruled  that  it  is  unlawful  to  exact 
higher  rates  from  subscribers  who  are  not  stockholders, 
directors  and  officers  of  a  public  utility  than  from  sub- 
scribers who  are  stockholders,  directors  and  officers;  that 
the  subscriber  who  is  a  stockholder  has  no  rights  or  priv- 
ileges which  are  denied  to  a  subscriber  who  is  not  a  stock- 
holder, and  that  the  stockholder  must  look  to  the  profits 
of  the  business  for  his  return  on  his  investment,  and 

It  is,  therefore^  ordered^  That  the  discriminatory  rates 
and  charges  as  applied  to  stockholders  and  as  set  forth 
in  the  application  of  the  petitioner,  the  Illinois  Mutual  Tele- 
phone Company,  shall  be  discontinued,  and  the  petitioner 
is  hereby  authorized  to  discontinue  the  rate  of  $18.00  per 
year  for  business  telephones  in  the  village  of  Seward, 
Illinois,  and  charge  all  subscribers  a  rate  of  $12.00  per  year. 

It  is  further  ordered,  That  the  above  changes  in  rates 
and  charges  shall  take  effect  from  and  after  the  first  day 
of  August,  1914,  and  that  said  changes  be  filed,  posted  and 
published  as  provided  by  Section  34  of  *Mn  Act  to  provide 
for  regulation  of  public  utilities. ^^ 

By  order  of  the  Commission  this  thirty-first  day  of  July, 
1914. 

Dated  at  Springfield,  Illinois. 


Ix  the  Matter  of  the  Application  of  the  Williamsville 
AND  Sherman  Telephone  Company  for  Authority  to 
Abandon  Its  Sherman  Exchange  and  to  Trunk 
Its  Sherman  Subscribers  into  Its^  Williamsville 
Exchange. 

No.  2653. 

Decided  Juhj  31,  1914. 

Discontinuance  of  Exchange  FurDlsblng  Day  Service  Only  Authorized  — 
Subscribers  Served  Through  Another  Exchange  Furnishing 
both  Day  and  Night  Service. 

Opinion  and  Order. 
The    petition  filed  herein  shows  that  the  petitioner  is 
engage<l  in  the  management  and  operation  of  a  telephone 
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system  in  the  villages  and  vicinities  thereof,  of  Williams- 
viUe  and  Sherman,  Illinois,  and  that  its  principal  place  of 
bnsiness  is  in  Williams ville,  Illinois;  that  it  has  at  present 
at  its  Sherman  exchange  only  41  subscribers ;  that  at  pres- 
ent only  day  service  is  given  at  Sherman  and  only  one 
operator  is  employed  there;  that  the  subscribers  to  the 
Sherman  exchange  denaand  night  service  and  that  night 
service  is  given  at  the  Williamsville  exchange ;  that  if  it  is 
given   night   service,    the   operating   expenses,   excluding 
therefrom  depreciation  and  a  rate  of  return  upon  the  in- 
vestment, would  exceed  the  operating  revenue;  that  the 
rental  rates  for  its  telephones  at  its  Williamsville  and  Sher- 
man exchanges  for  business,  residence  and  rural  service 
is  $15.00  per  year;  and  that  Sherman  is  only  614  miles 
from  Williamsville.     Petitioner  asks  for  an  order  authoriz- 
ing it  to  abandon  its  Sherman  exchange  and  to  trunk  its 
Sherman  subscribers  to  its  AVilliamsville  exchange  and  to 
serve  them  through  its  Williamsville  exchange. 

The  case  came  on  for  hearing  at  the  offices  of  the  Com- 
mission at  Springfield,  Illinois,  July  21, 1914.  C  E.  Yocum^ 
secretary  of  petitioner,  and  Ben  B,  Boynton,  attorney  for 
petitioner,  appeared  in  support  of  the  petition.  No  one 
appeared  in  opposition. 

The  Illinois  Public  Utilities  Commission  Law  provides 
in  Section  27  that  ^*  Unless  the  consent  and  approval  of 
the  Commission  is  first  obtained,  no  public  utility  may 
assign,  transfer,  lease,  mortgage,  sell,  or  otherwise  dispose 
of  or  encumber  the  whole,  or  any  part,  of  its  fran- 
chises, leases,  permits,  plant,  equipment,  business  or  other 
property. ' ' 

This  proposed  abandonment  by  the  petitioner  also  affects 
the  service  and  facilities  furnished  the  petitioner's  sub- 
scribers at  its  Sherman  exchange,  but  as  it  appears  that  at 
the  present  time,  said  exchange  is  being  operated  at  a  loss 
and  as  the  proposed  cliange  will  result  in  furnishing  a 
better  class  of  service  than  is  now  being  furnished,  the 
petition  should  be  granted. 

It  is,  therefore,  ordered.  That  the  petitioner  be  author- 
^ed  to  abandon  its  Sherman  exchange  and  to  trunk  its 
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Sherman  STibscribers  into  ite  AVilliamsviUe  exchange,  and 
to  make  them  subscribers  to  the  Williamsvill^  exchange. 

By  order  of  the  Commission  this  thirty-first  day  of  July, 
1914. 

Dated  at  Springfield,  Illinois. 


In  the  Mattee  o^  the  Application  of  the  Vandaua- 
southwestern  telephone  company  of  plttsburg, 
Illinois,  fob  Authokity  to  Change  Eates, 

No.  2690. 

Decided  July  31,  1914. 

Increase  In  Bates  —  Elimination  of  Discrimination  between  Btocklmlilfiis 

and  Non-stockholders  —  Discontinuance  of  Concessions  to 

Subscribers  Owndng  Instnimients. 

Opinion  and  Order. 

Application  in  this  matter  was  filed  with  the  Commission 
on  June  25,  1914,  and  sets  forth  that  the  petitioner  is  a 
public  utility  engaged  in  the  management  and  operation  of 
a  rural  telephone  system  in  Fayette  and  Bond  Counties, 
with  headquarters  at  Pittsburg,  Fayette  County,  lUinoia, 
and  that  as  such  public  utility  it  is  subject  to  the  pro- 
visions of  an  act  entitled  ^^An  Act  to  provide  for  the  regu- 
lation of  public  utilities.^ ^ 

Application  sets  forth  that  the  rates  of  the  petitioner 
now  in  force  and  effect  are  as  follows : 

Subscribers  (stockholders)  who  furnish  their  own  in- 
struments       $0.50  per  month 

Subscribers  (non -stockholders)  who  furnish  their  own 
instrument    .75  per  month 

Subscribers  who  furnish  no  part  of  the  line  or  equip- 
ment         1 .  00  per  month 

Application  is  made  for  authority  to  establish  a  uniform 
rate  of  $1.00  per  month  for  service  to  all  subscribers  for 
the  reason  that  the  rates  now  in  effect  do  not  produce  suffi- 
cient revenue  for  the  proper  operation  and  maintenance  of 
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the  telephone  system  and  also  because  of  the  difference 
in  rates  charged  subscribers  who  are  stockholders,  sub- 
scribers who  furnish  their  own  telephones  and  subscribers 
who  are  not  stockholders  and  furnish  no  part  of  the 
equipment. 

In  accordance  with  the  ruling  of  this  Commission  that  it 
is  unlawful  to  exact  higher  rates  from  subscribers  who  are 
not  stockholders,  directors  and  oflScers  of  a  public  utility 
than  from  subscribers  who  are  stockholders,  directors  and 
officers;  that  the  subscriber  who  is  a  stockholder  has  no 
rights  or  privileges  which  are  denied  to  a  subscriber  who 
is  not  a  stockholder,  and  that  the  stockholder  must  look 
to  the  profits  of  the  business  for  his  return  on  his  invest- 
ment, a  public  hearing  in  this  case  is  considered  unneces- 
sary, and 

It  is,  therefore,  orderedy  That  the  discriminatory  rates 
and  charges  as  set  forth  in  the  application  be  discontinued, 
and  that  the  rate  of  $12.00  per  annum  now  charged  sub- 
scribers who  are  not  stockholders  be  applied  to  all  sub- 
scribers without  discrimination,  effective  as  of  August  1, 
1914,  and  notice  of  such  change  in  the  schedule  rates  is  to 
be  filed  with  the  Commission  and  published  as  required 
by  law. 

By  order  of  the  Commission  this  thirty-first  day  of  July, 
1914. 

Dated  at  Springfield,  Illinois. 


[Dl 


Note. —  Discrimination  between  stockholders  and  non-stockholders  was 
eliminated  in  the  matter  of  the  Application  of  the  Watson  and  Gilmort 
Enrol  Telephone  Company  for  Authority  to  Change  Rates,  Illinois  State 
Public  Utilities  Commission,  No.  2756.  Decided  July  24,  1914.  The  Com- 
mission based  its  decision  on  the  principles  set  forth  in  Conference  Ruling 
No.  8,  April  24,  1914,  printed  in  Commission  Leaflet  No.  31,  at  page  31. — 
Ed. 
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Public  Service  Commission. 

In  the  Matter  of  the  Authority  of  the  Public  Service 
Commission  to  Increase  the  Rates  Prescribed  by  the 
Franchise  of  a  Public  Utility  which  has  Sur- 
rendered Said  Franchise  and  is  Operating  under  an 
Indeterminate  Permit  as  Provided  by  the  Shively- 
Spencer  Public  Utility  Act. 

Dated  June  30,  1914. 

Conmiiaslon  Without  Authority  to  Increase  Bates  Prescribed  by  Surrendered 
Franchise  of  a  Public  Utility  Operating  under  an  Indeterminate  Permit. 

Held:  That  where  a  public  utility  operating  under  a  franchise  from  a 
municipality,  granted  since  the  taking  effect  of  the  session  laws  of  1905,  and 
fixing  maximum  rates,  surrenders  its  franchise  as  provided  for  in  the 
Shively-Spencer  Public  Utility  Act,  the  Commission  has  no  authority  to 
grant  such  public  utility  permission  to  increase  its  rates  at  any  time  during 
the  period  within  which  such  franchise  would  have  existed  had  it  not  been 
surrendered ; 

That,  nevertheless,  under  the  conditions  stated  above,  the  municipality 
does  not  acquire  a  contractual  interest  in  the  franchise  which  may  not  be 
taken  away  from  it  during  the  time  fixed  in  the  franchise  by  joint  action 
of  the  State  and  utility.* 

Opinion  of  Attorney  fob  the  Commission. 

I  have  yours  of  the  twenty-third  instant  asking  an 
opinion  upon  the  two  questions  propounded  by  you  therein. 
Your  first  question  is  as  follows : 

"  In  case  a  public  utility  operating  under  a  franchise  from  a  munici- 
pality which  has  been  granted  since  the  taking  effect  of  the  session  laws 
of  1905,  and  which  fixes  the  rate  for  commercial  lighting,  in  case  of  an 
electric  light  plant,  and  also  an  agreed  price  for  municipal  lighting  for  a 
fiefi nite  period  less  than  twenty-five  years,  and  where  the  public  utility 
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surrenders  its  franchise  as  provided  for  in  the  Shively-Spencer  utility 
act,  may  this  Commission,  upon  the  proper  application,  authorize  such 
public  utility  to  increase  or  raise  its  rates,  tolls  and  changes  at  any  time 
during  the  period  which  s^uch  franehise  wowld  have  existed  if  it  had  not 
been  surrendered?" 

In  answer  to  this  question  I  beg  to  say  I  am  of  the 
opinion  that  it  must  be  answered  in  the  negative*  As  you 
are  well  aware,  the  powers  of  the  Commission  are  conferred 
exclusively  by  the  statute  of  the  State,  Two  things  must 
concur  in  order  to  vest  in  the  Commission  authority  over 
any  given  matter;  namely,  first,  it  must  have  been  within 
the  power  of  the  legislature  to  confer  such  authority  upon 
the  Commission;  second,  the  legislature  must  have  con- 
ferred such  authority  upon  the  Commission.  In  the  mat- 
ter in  hand  I  am  of  the  opinion  that  it  was  within  the  power 
of  the  legislature  to  have  conferred  authority  upon  the 
Commission  to  have  increased  the  rates  mentioned  in  your 
question  upon  surrender  of  the  franchise  by  the  utility^ 
but  I  am  equally  of  the  opinion  that  the  legislature  has  not 
conferred  such  power  upon  the  Commission. 

Section  7  of  the  PuWic  Service  Commission  Act  (Acts 
1913,  p.  171),  contains  this  proviso: 

"Nothing  in  this  act  contained  shall  authorize  any  public  utility  during 
the  remainder  of  the  terra  of  any  grant  or  franchise  under  which  it  may 
be  actinjr  at  the  time  this  act  takes  effect  to  charge  for  any  seniee^  in 
such  grant  or  franchise  contracted,  exceeding  the  maximum  rate  or  rates 
therefor,  if  any,  that  may  be  fixed  in  such  grant  or  franchise." 

I  think  this  language  can  receive  but  one  construction 
with  reference  to  the  question  you  propound.  It  luiiits 
the  power  of  the  Public  Service  Commission  with  reference 
to  fixing  the  rates  for  an  utility  service  during  the  term 
of  any  contract  it  had  with  the  city  at  the  time  the  act 
went  into  effect.  That  is  to  say,  it  limits  the  power  of  the 
Commission  in  respect  to  increasing  or  raising  the  rate  to 
the  maximum  rate  fixed  in  the  contract. 

If  in  any  case  conditions  are  such  as  that  reason  or  jus- 
tice require  a  rate  should  be  raised  above  the  limit  named, 
I  think  the  only  safe  thing  would  be  to  have  the  legislature 
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change  the  statutory  provision  qitoted,  so  as  to  remove  the 
limit  on  the  power  of  the  Commission. 
Your  second  question  is  as  follows : 

"  Whether  under  the  act  of  1905,  the  municipality  itself  may  acquire 
a  contractual  interest  in  a  franchise  which  may  not  be  taken  away  from  it 
during  the  time  fixed  in  the  franchise  by  joint  action  of  the  State  and 
utility!'' 

In  answering  this  question  I  assunoe  that  the  phrase 
**  contractual  interest  in  a  franchise,"  contained  therein, 
refers  to  a  contract  for  **  commercial  lighting  "  and  **  mu- 
nicipal lighting,"  mentioned  in  the  first  question  abov^,  and 
it  is  with  reference  to  such  a  contract  that  I  answer  as 
follows : 

I  am  also  of  the  opinion  that  this  second  question  is  to 
be  answered  in  the  negative.  That  is  to  say,  by  proper 
steps,  the  State  with  the  consent  and  co-operation  of  the 
utility  may  modify  or  change  the  contract  mentioned  as 
against  the  city,  and  thereby  take  away  its  contractual 
rights  thereunder.  The  city  in  entering  into  the  contract 
in  the  first  place  acts  only  through  its  oflScers.  Under  the 
act  of  1905  these  oflScers  in  some  instances  w^ere  the  city 
council,  in  other  instances  the  board  of  public  works  and 
the  city  council.  In  the  absence  of  any  legislation  limiting 
or  restraining  the  action  of  these  city  oflScers,  they  at  any 
time  after  the  contract  was  entered  into  could  modify  the 
same  by  entering  into  a  new  contract  with  the  utility.  That 
is  to  say,  such  officers  could  so  do  and  bind  the  city  so  long 
as  the  power  remained  with  them.  The  State  could  take 
the  power  from  those  officers  at  any  time  it  saw  fit  through 
its  legislative  department  and  vest  it  in  other  oflScers.  By 
the  Public  Service  Commission  Act  of  1913  it  has  taken 
from  city  oflScers  certain  powers  which  they  theretofore 
exercised  and  conferred  those  powers  on  the  Public  Service 
Commission,  which  Commission,  as  to  the  powers  so  con- 
ferred, now  stands  in  the  shoes,  as  it  were,  of  the  city 
council  with  reference  to  them.  The  Commission  is  the 
representative  of  the  State,  and  of  each  city  within  it,  to 
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the  extent  that  power  has  been  conferred  upon  the  Com- 
mission. 

As  you  are  well  aware  the  power  to  regulate  rates  for 
public  service  always  existed  in  the  State  through  its  legis- 
lative department.  Whatever  power  in  that  respect  was 
exercised  either  by  legislation  or  contract  by  said  officers 
was  a  power  conferred  upon  them  by  the  State.  The  State 
could  withdraw  this  power  from  them  and  confer  it  upon 
the  Public  Service  Commission,  as  it  has  attempted  to  do 
by  the  act  of  1913,  where  the  contract  and  utility  consents 
and  co-operates  by  surrendering  its  franchise,  etc. 
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KANSAS. 
Public  Utilities  Commission. 

In  the  Matter  of  the  Application  of  George  W.  Dickson, 
Proprietor   of  the  Kimeo   Telephone  System,  for 
Permission  to  Change  a  Rule  Relating  to  the  Col- 
lection OF  Telephone  Rentals. 
Docket  No.  837. 

Decided  July  7,  1914, 

Rentals  made  Payable  Quarterly  in  Advance  —  Higher  Bates  Authorized 
if  Rental  not  so  Paid. 

Order. 

Now,  on  this  seventh  day  of  July,  1914,  comes  on  to  be 
heard  the  application  of  George  W.  Dickson,  proprietor 
of  the  Kimeo  Telephone  System,  for  permission  to  change 
his  rale  relating  to  the  collection  of  telephone  rentals,  the 
applicant  appearing  in  person,  due  public  notice  having 
been  given  of  this  hearing;  the  applicant  testified  that  his 
present  rate  was  $12.00  per  telephone  per  annum  in  ad- 
vance, and  that  he  desired  to  vary  the  rule  so  as  to  provide 
for  the  payment  of  rentals  quarterly  in  advance,  and  if  not 
so  paid  in  advance  to  charge  the  rate  of  $15.00  per  tele- 
phone per  annum,  payable  quarterly. 

After  considering  the  application,  hearing  the  evidence, 
and  being  duly  advised  in  the  premises,  the  Commission 
finds  that  the  prayer  of  the  petitioner  should  be  granted. 

It  is,  therefore,  ordered,  That  George  W.  Dickson,  pro- 
prietor of  the  Kimeo  Telephone  System,  be,  and  he  is 
hereby,  permitted  to  file  with  this  Commission  his  rule  for 
the  collection  of  telephone  rentals  as  follows,  to  wit : 

Terms:    $12.00  per  telephone  per  annum  in  advance,  payable  quarterly; 
$15.00  per  telephone  per  annum,  if  not  paid  in  advance,  payable 
quarterly. 

It  is  further  ordered^  That  the  said  rule  shall  be  filed 
with  this  Commission  within  thirty  days  from  date  hereof 
and  that  the  same  shall  be  effective  on  and  from  thirty  days 
from  date  hereof,  and  so  remain  until  the  further  order 
of  this  Commission. 

Dated  at  Topeka,  Kansas,  this  seventh  day  of  July,  1914. 
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Public  Service  CkHEmisiioA. 

Memorandum  by  the  Commission  Relative  to  the  Fur- 
nishing BY  Common  Carriers  of  Free  or  Reduced  Rate 
Service  for  Charitable  Purposes. 

P.  S.  C.  451. 

Dated  August  6,  19 U, 

Free  and  Reduced  Bate  Service  for  Charitable  Purposes  —  Limitation  of 
Words  **  Charitable  Purposes.*'' 

Memorandum. 

Uader  Section  18  of  Ckapter  784  of  the  Acts  of  the  year 
1913,  common  carriers  are  prohibited  from  furnishing  free 
transportation  with  certain  exceptions,  one  of  which  is  that 
the  act  shall  not  prohibit  the  common  carrier  from  graating 
free  or  reduced  rate  service  **  for  such  charitable  purposes 
as  may  be  approved  by  the  Commission, ' '  After  notice  to 
the  various  companies,  requesting  the  fiDling  with  the  Com- 
mission of  a  list  of  the  various  organizations  to  which  such 
corporations  proposed  to  issue  free  or  reduced  rate  service, 
the  Commission  gave  a  public  hearing  on  May  5,  1914,  in 
order  to  determine,  as  far  as  practicable,  the  principles 
which  should  guide  the  Commission  in  approving  free  or 
reduced  rate  transportation  for  charitable  purposes.  The 
initial  responsibility  for  granting  such  free  or  reduced 
rate  service  rests,  of  course,  upon  the  corporations  them- 
selves; the  Commission's  authority  is  limited  to  approving 
or  disapproving  the  carriers '  decisions.  Under  these  cir- 
cumstances it  is  not  practicable  to  make  any  general  or  all- 
inclusive  order.  All  that  can  be  done  is  to  indicate  certain 
principles  which  may  assist  the  carriers  in  determining 
what  applications  they  shall  accept  or  reject. 
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The  words  **  charitable  purposes  "  are  capable  of  broad 
construction.  (See  Jackson  v.  Phillips,  14  Allen,  539.) 
Churches,  religious  organizations,  schools  and  colleges  are 
all  public  charities  within  the  meaning  of  the  law.  There 
are  special  statutes  providing  for  reduced  rates  for  school 
children.  In  the  judgment  of  the  Commission,  it  would  not 
be  consistent  with  the  public  interest  to  permit  common 
carriers  to  grant  free  or  reduced  rate  service  for  any  and 
all  kinds  of  religious  and  e<lucational  institutions.  Rather 
should  the  operation  of  this  exception  to  the  general  pro- 
hibition be  limited  to  needy  classes  —  such  as  the  inmates 
of  hospitals,  of  homes  for  the  aged,  of  orphans '  homes,  of 
day  nurseries  —  to  such  enterprises  as  mothers'  outings 
and  other  similar  undertakings  supported  by  benevolent 
and  charitable  societies  and  intended  for  the  relief  of  suflFer- 
ing  or  to  furnish  opportunities  for  health  to  needy  children 
and  women  and  to  others  unable  from  their  own  resources 
to  provide  the  requisite  opportunities.  Trips  for  school 
children,  perhaps  to  visit  the  state  house,  Sunday  school 
picnics,  outings  of  athletic  associations  and  clubs,  and  other 
similar  purposes,  which  are  mainly  for  pleasure  and  not 
intended,  primarily,  to  relieve  any  real  suffering  or  need, 
are  not,  in  the  judgment  of  the  Commission,  charitable 
purposes  to  which  the  carriers  ought  to  contribute  by 
granting  free  or  reduced  rate  service  not  available  to  the 
general  public. 
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MISSOURI. 

Public  Service  Commission. 

Farmers'  and  Merchants'  Mutual  Telephone  Company 
V.  The  Missouri  and  Kansas  Telephone  Company. 

Case  No.  72. 

Decided  July  28,  1914.* 
CompulBory  Physical  Connection. 

This  was  a  petition  by  the  Farmei's'  and  Merchants*  Mutual  Telephone 
Company  asking  that  The  Missouri  and  Kansas  Telephone  Company 
establish  physical  connection  between  its  toll  line  and  the  local  exchange 
of  the  complainant  in  the  city  of  California.  The  Missouri  and  Kansas 
Telephone  Company  resisted  the  establishment  of  direct  y  hysical  con- 
nection, but  offered  the  complainant  indirect  physical  connection  throiig'i 
the  exchange  of  the  California  Telephone  Company,  with  which  the  to'I 
line  of  the  respondent  was  already  connected  by  a  bridge.  Under  stipu- 
lation a  sixty  day  trial  of  the  indirect  physical  connection  through  the 
exchange  of  the  California  Telephone  Company  was  made,  but  this  means 
of  connection  failed  to  prove  satisfactory  to  the  complainant.  The  com- 
plainant thereupon  demanded  that  it  be  connected  directly  with  the  toll 
line  of  the  respondent  company  by  means  of  a  bridge  instead  of  bein? 
obliged  to  send  its  messages  through  the  exchange  of  the  California 
company. 

It  further  appeared  that  the  respondent  had,  since  the  filing  of  the 
complaint,  removed  the  toll  board  which  it  had  formerly  maintained  at 
Califoniia,  to  Tipton.  The  Commission  found  that  to  make  the  con- 
nection at  the  time  the  complaint  was  originally  filed  and  at  which  time  a 
toll  board  was  located  in  California,  would  have  cost  the  respondent  a 
veiy  small  sum.  The  respondent  claimed  that  to  make  the  connection 
under  the  present  conditions  would  cost  approximated'  $2,000,  as  it 
was  not  feasible  to  bridge  the  complainant  over  the  same  line  over  which 
the  California  Telephone  Company  was  bridged,  as  this  would  cause  con- 
fusion and  inaccuracy  in  accounting  and  delays  in  the  transmission  of 
toll  messages. 

Held:  That  public  convenience  and  necessity  demand  direct  ph>*sical 
connection  between  the  complainant's  exchange  and  the  toll  line  of  the 


*  Opinion  modified  on  motion  for  rehearing.     Rehearing  denied.     Au- 
srust  11,  1914.— Ed. 

1032 

Digitized  by  VjOOQIC 


Farmers  '  &  Merchants  '  M.  T.  Co.  v.  Mo.  &  Kax.  T.  Co.     1033 
L.  34] 

respondent  without  the  interposition  of  any  other  exchange;  that  physjical 
connection  can  reasonably  be  made  by  means  of  a  bridge  in  the  same 
manner  in  which  the  lines  of  the  California  company  are  already  con- 
nected; and  that  no  irreparable  loss  will  result  to  either  party  by  reason 
of  the  establishment  of  such  a  connection. 

The  Commission  accordingly  ordered  that  physical  connection  be  estab- 
lished, leaving  the  complainant  and  the  defendant  to  agree  upon  the  terms 
of  such  connection,  but  retained  jurisdiction  for  the  purpose  of  fixing 
these  terms  should  the  companies  be  unable  to  agree. 

Constitutionality  of  Statute  —  Jurisdiction  of  Commissica.* 

Held:  That  Section  93  of  the  Public  Utilities  Act,  providing  for 
physical  connection,  is  not  in  violation  of  the  Fourteenth  Amendment  of 
the  Constitution  of  the  United  States,  as  it  does  not  deprive  the  defendant 
of  its  property  without  due  process  of  law; 

That  under  said  Section  93  the  Commission  has  jurisdiction  to  order 
physical  connection  in  the  instant  case.t 

Appearances  : 

John  M.  Williams,  for  complainant. 

J,  W.  Gleed  and  D.  E.  Palmer,  for  defendant. 

Opinion. 
I. 

THE   COMPLAINT. 

On  July  U,  1913,  the  complainant  herein,  Farmers'  and 
Merchants'  Mutual  Telephone  Company,  filed  its  complaint 
against  the  above  named  defendant,  alleging  that  said  de- 
fendant had  refused  to  make  physical  connection  between 
the  local  exchange  of  complainant  and  the  long  distance  or 
toll  lines  of  defendant,  in  violation  of  the  provisions  of 
Section  87,  Sub-section  3  of  the  Public  Service  Commission 
Law,  thus  discriminating  against  said  complainant,  and 
praying  for  an  order  of  the  Commission  requiring  defend- 
ant to  make  a  physical  connection. 


•  The  matter  of  the  constitutionaHty  of  the  statute  providing  physical 
connection  and  the  jurisdiction  of  the  Commission  thereunder  was  omitted 
from  the  modified  opinion. —  Ed. 

t  Editor^s  headnote. 
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Defendant,  The  Missouri  and  Kansas  Telephone  Com- 
pany, answering,  says  **  that  it  already  has  one  satisfactory 
terminal  agent  in  the  city  of  California,  namely,  the  Cali- 
fornia Telephone  Company,  and  is  unwilling  to  employ 
two  terminal  agents  in  the  same  town  or  to  connect  >^'ith 
rival  exchanges  in  the  same  town,"  and  further,  ^'this 
defendant  is  informed  and  believes  that  the  complainant 
can  secure  toll  connections  with  this  defendant  through  the 
said  California  Telephone  Company,  and  this  defendant 
has  no  objection  to  a  connection  being  made  in  that  way/' 
and  further,  the  defendant  suggested  that  there  was  a  de- 
fect in  parties  and  that  the  Commission  could  not  adjudi- 
cate the  issues  herein  unless  the  said  California  Telephone 
Company  was  made  a  party  hereto.    A  hearing  upon  this 
complaint  was  set  for  September  24,  1913,  in  the  city  of 
California,  Missouri,  at  which  time  it  was  stipulated  by 
and  between  the  parties  to  this  complaint  that  a  trial  of 
sixty  days  from  October  1  to  November  29,  1913,  should 
be  made  of  a  physical  connection  of  complainant's  and 
defendant's  telephone  lines  through  the  switchboard  of  the 
California  Telephone  Company,  the  defendant.  The  Mis- 
souri and  Kansas  Telephone  Company,  making  the  arrange- 
ments with  the  California  Telephone  Company  and  also 
installing  a  circuit  from  complainant's  switchboard  to  the 
switchboard  of  the  California  Telephone  Company  at  its 
own  expense.     In  this  stipulation  it  was  agreed  that  the 
test  was  to  be  without  prejudice  to  either  party  and  that 
either  party  reserved  the  right  to  file  amended  complaint 
or  amended  pleading.    Thereupon  the  case  was  continued. 
On  the  twenty-ninth  day  of  November,  1913,  the  complain- 
ant  filed   with   the    Commission   formal   notice   that   the 
arrangement  entered  into  under  the  stipulation  had  proved 
unsatisfactory  to  it,  and  prayed  for  a  hearing  on  the  com- 
plaint, so  this  case  was  heard  in  the  city  of  California, 
Missouri,  on  the  twenty-fifth  day  of  February,  1914,  before 
Commissioner  Shaw,  at  which  time  leave  was  given  to  file 
amended  complaint  and  answer. 
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In  its  amended  complaint  filed  April  17,  1914,  complain- 
ant alleges  in  brief  that  physical  connection  can  reasonably 
be  made  between  the  exchange  of  complainant  and  the  toll 
lines  of  defendant,  and  that  public  necessity  and  con- 
venience will  be  subserved  thereby  under  the  provisions  of 
Section  93,  Sub-section  3  of  the  Public  Service  Commission 
Law,  and  in  addition  renews  the  allegations  of  the  original 
complaint  as  to  discrimination  under  Section  87,  Sub- 
section 3. 

Defendant,  answering  the  amended  complaint,  denies 
that  physical  connection  as  prayed  for  can  reasonably  be 
made,  denies  that  public  convenience  and  necessity  will  be 
subserved,  avers  that  there  is  a  defect  of  parties  in  view 
of  an  alleged  exclusive  contract  between  defendant  and 
the  California  Telephone  Company,  avers  that  the  arrange- 
ment under  the  stipulation,  considering  its  contract  with 
the  said  California  Telephone  Company,  is  reasonable  and 
satisfactory  and  '*  of  greater  public  convenience  than 
would  be  service  given  by  and  to  a  division  of  defendant 's 
available  circuit  in  California  between  the  two  local  switch- 
boards." [Defendant  further  denies  the  jurisdiction  of 
the  Commission  to  make  an  order  requiring  compulsory 
physical  connection,  averring  that  Section  93,  Sub-section  3, 
is  unconstitutional  and  in  violation  of  the  Fourteenth 
Amendment  to  the  Constitution  of  the  United  States,  and 
that  an  order  requiring  physical  connection  would  *' de- 
prive defendant  of  its  property  without  due  process  of  law 
and  deprive  it  of  the  equal  protection  of  the  law,  and  for 
said  reason  would  be  unconstitutional  and  void  under  the 
Fourteenth  Amendment  of  the  Constitution  of  the  United 
States.]* 

Upon  the  issues  thus  joined  and  upon  the  evidence,  to- 
gether with  briefs  and  argunaemt  of  able  caunsel,  the  cause 
is  submitted  and  is  now  before  as  for  determination. 


*  That  portion  of  the  opmkm  enclosed  by  l^ackets  wae  omitted  from  the 
modified  opinion  of  the  Commission. —  Ed. 
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II. 

THE  FACTS  CONSIDERED. 

Complainant,  Farmers'  and  Merchants'  Mutual  Tele- 
phone Company,  is  a  domestic  telephone  corporation  in- 
corporated in  1909,  having  its  principal  office  in  the  city 
of  California,  Moniteau  County,  Missouri,  and  operating 
a  local  exchange  in  the  said  city  of  California  with  about 
130  subscribers  in  said  city  and  some  380  subscribers  in 
Moniteau  County  outside  said  city,  or  about  510  subscribers 
altogether,  the  number  having  increased  from  about  480 
at  the  time  the  complaint  was  filed.  Complainant  has 
physical  connection  and  interchange  of  service  with  tele- 
XJhone  lines  in  several  tow^ns  and  villages  in  Moniteau 
County,  such  as  Latham,  12  miles  distant.  High  Point,  10 
miles,  Clarksburg,  6  miles,  McGirks,  6  miles,  and  James- 
town, 12  miles,  all  of  the  circuits,  with  one  exception,  being 
two  wires,  or  complete  metallic  circuits.  Of  about  130  sub- 
scribers of  complainant  located  in  the  city  of  California, 
few  if  any  are  without  the  advantages  of  long  distance  or 
toll  line  telephone  service  over  the  lines  of  defendant,  The 
Missouri  and  Kansas  Telephone  Company,  and  it  might 
be  noted,  over  the  toll  lines  of  the  Kinlock  Telephone  Com- 
pany as  well,  through  the  exchange  of  another  local  tele- 
phone company,  the  California  Telephone  Company.  How- 
ever, an  undetermined  number,  though  only  a  few,  of 
complainant's  subscribers  not  having  telephones  connocte<l 
to  the  exchange  of  the  California  Telephone  Company,  are 
inconvenienced  somewhat  by  having  to  go  to  the  central 
office  of  that  company  to  use  the  long  distance  telephone 

On  the  other  hand,  very  few  of  about  380  subscribers  of 
complainant  located  in  the  county  outside  of  the  city  of 
California  have  access  to  long  distance  or  toll  lines  at  all 

Defendant,  The  Missouri  and  Kansas  Telephone  Com 
pany,  is  a  domestic  telephone  corporation  operating  toll 
lines  and  a  number  of  local  exchanges  in  western  Missouri 
and  in  Kansas.  It  has  no  local  exchange  in  the  city  of 
California,  and  since  October  7,  1913,  has  had  no  **  toll 
board  "  there.    The  '*  toll  board  "  and  '*  checking  center  " 


Digitized  by  V^OOQ IC 


Farmers  '  &  Merchants  '  M.  T.  Co.  v.  Mo.  &  Kan.  T.  Co.    1037 
C.  L.  34] 

having  been  moved  to  Tipton,  some  thirteen  miles  west  of 
California,  on  the  above  date.  Through  the  city  of  Cali- 
fornia defendant  has  installed  and  operates  two  full  metal- 
lic copper  circuits  and  one  **  phantom  circuit ''  imposed 
thereon,  and  also  a  local  iron  circuit  which  connects  the 
checking  center  at  Tipton  with  the  towns  of  Bunceton  and 
Clarksburg,  which  are  between  Tipton  and  California,  and 
the  towns  of  McGirks  and  Centertown,  which  are  to  the 
east  of  California.  The  four  towns  just  mentioned  have 
long  distance  service  by  connections  '*  bridged''  across 
this  iron  circuit.  The  two  physical  copper  circuits  and  the 
phantom  circuit  are  operated  as  through  lines  from  Sedalia 
to  Jefferson  City,  but  one  of  the  physical  circuits  is  cut  in 
at  California  to  the  switchboard  of  the  California  Tele- 
phone Company  and  is  used  partly  for  through  business 
and  partly  for  conversations  from  and  to  the  city  of  Cali- 
fornia. The  California  business  from  both  the  local  com- 
panies, as  tried  out  under  the  agreements  of  the  stipulation 
referred  to,  amounts  to  approximately  one-half  the  full  or 
standard  load  on  this  latter  circuit,  and  it  is  consequently 
used  for  the  **  overflow  ''  through  business  when  the  one 
through  physical  circuit  and  the  phantom  circuit  are 
loaded.  It  is  to  this  physical  circuit,  cut  in  at  California, 
that  complainants  pray  for  physical  connection,  and  it  is 
to  this  circuit  that  complainant  has  access  through  the 
switchboard  of  the  California  Telephone  Company  under 
the  stipulation. 

The  California  Telephone  Company  has  for  a  number  of 
years  operated  a  local  exchange  in  the  city  of  California, 
Missouri,  and  is  alleged  to  have  a  contract  as  terminal 
agent  with  The  Missouri  and  Kansas  Telephone  Company, 
defendant  herein,  though  such  contract  was  not  offered  in 
evidence.  This  is  the  company  through  the  switchboard  of 
which  complainant  acquired  for  60  days  for  a  trial  without 
prejudice  connection  with  the  toll  lines  of  defendant  under 
the  stipulation,  as  previously  stated.  We  understand  that 
this  arrangement  has  been  continued  and  is  the  indirect 
physical  connection  which  defendant  is  willing  to  make 
with  the  lines  of  defendant.  Digitized  by  v^OOgie 
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III. 

MOVING   OF  TOiLL  BOARD  AND   CHECKING   CENTEB. 

At  the  time  this  oomplaimt  was  filed,  and  when  the  stipu- 
lation was  entered  into  with  the  approval  of  the  Commis- 
sion, and  nntil  October  7,  1914,  defendant  maintained  and 
operated  a  toll  board  and  cheeking  center  in  the  dty  of 
California  with  two  operators.  It  appears  that  a  number 
of  years  ago  this  toll  board  and  chec&ing  center  were  at 
Tipton  and  were  moved  from  there  to  California  where 
they  remained  for  some  four  years  before  being  moved 
back  to  Tipton.  No  allegations  as  to  ulterior  motives  in 
moving  this  toll  board  and  checking  center  were  made,  and 
it  appears  to  have  been  moved  back  because  Tipton  became 
a  more  logical  checking  center  when  a  line  was  constructed 
south  from  Tipton  to  Versailles.  However  this  may  be,  the 
fact  remains  that  at  the  time  of  filing  this  complaint  physi- 
cal connection  between  complainant's  exchange  and  the  toll 
board  of  defendant  could  have  very  easily  been  made  and 
very  cheaply,  as  the  two  switchboards  were  about  a  city 
block  apart  in  California,  whereas  the  toll  board  now  being 
in  Tipton  defendant  contends  that  physical  connection  would 
necessitate  an  expenditure  of  approximately  $2,000  for  a 
full  metallic  circuit  between  the  same  switchboards,  as  the 
toll  board  is  now  in  Tipton.  In  other  words,  defendant 
pleads  the  result  of  its  own  act  since  the  complaint  was 
filed  as  a  reason  why  physical  connection  cannot  reasonablv 
be  made. 

IV. 

DISCRIMINATION. 

This  complaint  was  brought  originally  under  Section  87, 
Sub-section  3,  of  the  Public  Service  Commission  Law,  on  the 
theory  that  defendant  was  discriminating  against  com- 
plainant and  giving  undue  preference  to  its  local  rival,  the 
California  Telephone  Company,  and  this  allegation  is  also 
contained  in  the  amended  complaint,  though  it  is  there  made 
a  secondary  or  additional  ground  of  complaint  In  view  of 
the  fact  that  Section  93,  Sub-section  3,  of  the  Public  Service 
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Commission  Law  has  provisions  relating  directly  to  physi- 
cal connection  and  the  grounds  upon  which  the  Commission 
shall  decide  such  question,  it  appears  unnecessary  to  dis- 
cuss Section  87,  Sub-section  3,  so  we  will  reserve  our  opin- 
ion as  to  this  point  until  the  question  arises  squarely  upon 
the  issue  of  discriminatioH,  rather  than  physical  coHnection. 


[jurisdiction.]* 

[Defendant  in  its  answer  to  the  amended  complaint  alleges 
that  the  Commission  has  not  jurisdiction  under  Section  93, 
Sub-section  3,  of  the  Public  Service  Commission  Law,  to 
order  a  phj^ical  connection  as  therein  specified,  but  in  its 
brief  argues  the  question  only  very  briefly,  thus:  **As  to 
the  general  inequity  of  the  prayer  of  th.^^  plaintiff  see  The 
Pacific  Telephone  and  Telegraph  Company  v.  Eshleman, 
137  Pac.  Rep.  1119."  This  case  relied  upon  by  defendant 
appears  to  bear  out  its  contention,  but  this  case  appears 
to  be  an  isolated  one  and  out  of  line  with  recent  decisions 
of  commissions  and  courts,  among  which  the  followmg, 
together  with  the  references  therein,  is  very  persuasive: 
The  Pacific  Telephone  and  Telegraph  Company  v.  Wright- 
Dickinson  Hotel  Company  et  al.,  No.  6245,  in  the  District 
Court  of  the  United  States  for  the  District  of  Oregon, 
where  it  is  said : 

**  It  is  not  a  new  or  different  use  or  burden  that  is  required  by  the 
service,  nor  does  another  or  different  person,  corporation  or  entity  occupy 
or  utilize  the  lines  or  system  of  the  plaintiff  company.  It  is  still  left 
in  the  full  and  unrestricted  occupancy  and  operation  of  its  own  lines  or 
system,  except  that  it  is  required  to  observe  and  comply  with  a  regula- 
tion that  the  Commission  has  deemed  proper  to  impose  upon  it,  namely, 
that  it  transmit  also  the  messages  eomingr  from  the  hotels  which  originate 
on  the  wires  of  the  Home  company.  This  is  not  a  taking  of  the  plain- 
tiff's property  in  any  sense.  It  is  bat  a  reasonable  regulation  which  is 
properly  referable  to  the  police  power  of  the  State.  See  Pionssr  Tele- 
phone and  Telegraph  Company  v.  Grant  County  Rural  Telephone  Com- 


•  That  portion  of  the  opinion  enclosed  by  brackets  was  omitted  from 
the  modified  opinion  of  the  Commission. —  Ed. 
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pany,  119  Pac.  968;  Pioneer  Telephone  and  Telegraph  Company  v.  State, 
134  Pac.  398. 

"  The  opposite  view  is  entertained  in  an  exhaustive  and  ably  consid- 
ered case  from  California  —  The  Pacific  Telephone  and  Telegraph  Com- 
pany V.  Eshleman,  137  Pac.  1119  —  hut  ice  are  unable  to  give  assent 
thereto, 

"  We  come  all  the  more  readily  to  our  conclusion  in  view  of  the  decree 
recently  rendered  in  the  District  Court  in  the  case  of  United  States  v. 
American  Telephone  and  Telegraph  Company  et  al.,  and  in  which  the 
plaintiff  herein  was  a  party  defendant,  whereby,  upon  assent  of  the  parties 
defendant,  various  telephone  and  telegraph  companies  were  ordered  and 
directed  to  make  physical  connection  of  their  systems  and  accept  inter- 
change of  business  and  communication.  Thus  the  plaintiff  has  in  effect 
conceded  the  principle  we  announce. 

"  It  follows  furtliermore  that  there  has  been  no  taking  of  property 
without  due  process  of  law;  nor  has  there  been  a  violation  of  the  inter- 
state commerce  clause  of  the  Constitution.  See  Jacobson  v.  Wiscoixin, 
Minnesota  and  Pacific  Railroad  Company,  supra."  * 

In  view  of  the  foregoing  there  appears  little  if  any  doubt 
as  to  the  power  of  the  Commission  in  regard  to  physical 
connection  between  telephone  companies  under  the  provi- 
sions of  Section  93,  Sub-section  3,  of  the  Public  Service 
Commission  Law,  nor  of  its  constitutionality,  and  we  so 
hold.]t 

VI. 

REASONABLENESS    OF   BEQUIRING   PHYSICAL   CONNECTION. 

Section  93,  Sub-section  3,  of  the  Public  Service  Commis- 
sion Law,  reads  as  follows : 

"  Whenever  the  Commission,  after  a  hearing  had  upon  its  own  motion 
or  upon  complaint,  shall  find  that  a  physical  connection  can  reasonably 
be  made  between  the  lines  of  two  or  more  telephone  corporations  or  two 
or  more  telegraph  corporations  whose  lines  can  be  made  to  form  a  con- 
tinuous line  of  communication,  by  the  construction  and  maintenance  of 
suitable  connections  for  the  transfer  of  messages  or  conversations,  and 
that  public  convenience  and  necessity  will  be  subserved  thereby,  or  sha'.l 
find  that  two  or  more  telegraph  or  telephone  corporations  have  failed 
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t  That  portion  of  the  opinion  enclosed  by  brackets  was  omitted  from 
the  modified  opinion  of  the  Commission. —  Ed. 


Digitized  by  LjOOQIC 


i 


Farmers  '  &  Merchants  '  M.  T.  Co.  v.  Mo.  &  Kan.  T.  Co.    1041 
C.  L.  34] 

to  establish  joint  rates,  tolls  or  charges  for  service  by  or  over  their  said 
Hues,  and  that  joint  rates,  tolls  or  charges  ought  to  he  established, 
the  Commission  may,  by  its  order,  require  that  such  connection  be  made, 
except  where  the  purpose  of  such  connection  is  primarily  to  secure  the 
transmission  of  local  messages  or  conversations  between  points  within  the 
same  city  or  town,  and  the  conversations  be  transmitted  and  messages 
transferred  over  such  connection  under  such  rules  and  regulations  as  the 
Commission  may  establish,  and  prescribe  through  lines  and  joint  rates, 
tolls  and  charges  to  be  made,  and  to  be  used,  obser\'ed  and  in  force  in  the 
future.  If  such  telegraph  or  telephone  corporations  do  not  agree  upon 
the  division  between  them  of  the  cost  of  such  physical  connection  or  con- 
nections or  the  division  of  the  joint  rates,  tolls  or  charges  established  by 
the  Commission  over  such  through  lines,  the  Commission  shall  have  au- 
thority, after  further  hearing,  to  establish  such  division  by  supplemental 
order." 

From  Section  93,  Sub-section  3,  just  quoted,  it  is  plain 
that  the  Conunission  is  empowered  to  order  physical  con- 
nection when  it  shall  find  that  such  a  connection  can  reason- 
ably be  made  and  that  public  convenience  and  necessity  will 
be  subserved.  Complainant,  doing  a  local  telephone  busi- 
ness, prays  for  direct  physical  connection  with  the  toll  lines 
of  defendant  in  the  city  of  California.  Defendant  offers  a 
connection  with  the  California  Telephone  Company  and 
through  it  with  defendant's  toll  lines  as  arranged  under  the 
stipulation. 

At  the  time  the  complaint  was  filed,  also  four  years  prior 
thereto  and  until  October  7,  1913,  physical  connection  could 
have  been  made  between  the  switchboard  of  complainant 
and  the  toll  board  of  defendant  located  about  a  block  away 
by  the  expenditure  of  a  few  dollars,  for  less,  in  fact,  than 
the  connection  offered  by  defendant  and  actually  made  by 
defendant  under  the  stipulation,  and  defendant  through 
such  a  connection  would  have  received  the  proceeds  of  addi- 
tional toll  business,  defendant's  share  of  which  under  the 
stipulation  amounted  to  approximately  $12.00  per  month, 
that  is,  about  75  per  cent,  of  $16.00  per  month.  Since  Octo- 
ber 7,  1913,  when  the  toll  board  was  moved  to  Tipton,  de- 
fendant contends  that  it  will  cost  $2,000  to  make  satisfac- 
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tory  physical  connection,  claiming  that  a  separate  circuit 
from  complainant's  switchboard  in  the  city  of  California  to 
defendant's  toll  board  in  Tipton  is  now  the  only  satisfac- 
tory and  direct  physical  connection  between  complainant 
and  defendant's  lines.  The  testinaofly  of  defendant's  wit- 
nesses was  to  the  effect  that  *^  bridging"  a  connectiim 
across  the  circuit  now  used  by  the  California  Telephone 
Company  would  be  impracticable,  would  lead  to  inaccuracy 
in  accounting  and  delays  in  the  transmission  of  toll  mes- 
sages. It  is  to  be  regretted  that  evidence  of  disinterested 
witnesses  was  not  obtained  as  to  this  pmnt.  The  evidence 
of  defendant's  witnesses,  however,  shows  that  the  Califor- 
nia toll  business  from  both  local  companies  amounted  to 
but  half  a  load  for  this  circuit,  and  further,  the  circuit  map 
in  evidence  shows  four  different  towns,  Bunceton,  Clarks- 
burg, McGirks  and  Centertown,  now  bridged  across  the  iron 
circuit  passing  through  the  city  of  California  and  using 
Tipton  as  a  checking  center.  If  these  four  towns  can  be 
satisfactorily  served  by  one  circuit,  certainly  two  exchanges 
in  the  city  of  California  whose  total  buf^iness  amounts  to 
but  half  a  load  on  a  copper  circuit  could  be  served  equally 
well.  We  are  not  convinced  by  the  opinion  of  defendant's 
witnesses  that  physical  connection  cannot  reasonably  be 
made  by  connecting  the  existing  circuit  from  complainant's 
board  to  defendant's  toll  line  which  is  out  in  at  the  board 
of  the  California  Telephone  Company  by  **  bridging  "  the 
*  *  drops  ' '  on  the  two  local  boards  across  tMs  <arcait  so  that 
both  can  reach  Tipton  as  a  cheeking  center,  not  simul- 
taneously, but  in  turn  as  demands  are  made. 

VII. 

PUBLIC   CONVENIEJCCB  AND   NECESSITY. 

Some  300  or  400  of  complainant's  subscribera  wb^  now 
have  local  telephone  service,  but  are  withocat  long  ifis- 
tance  and  toll  line  service,  will,  by  a  jAij^sical  cannectka 
of  complainant  and  defendant's  lines,  have  avaflaUe 
through  telephonies  in  their  residences  or  places  of  business, 
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long  distance  or  toll  service  to  suit  their  convenience  and 
necessity.  It  appears  that  these  subscribers  living  largely 
outside  of  the  city  of  California  would  have  somewhat 
better  service  by  direct  physical  connection  of  complainant 
and  defendant's  lines  than  by  the  indirect  connection  of  the 
same  lines  through  the  switchboard  of  the  California  Tele- 
phone Company.  Defendant,  however,  contends  that  the 
public  in  general  will  be  discommoded  by  delays  if  direct 
physical  connection  be  made  and  that  the  indirect  connec- 
tion would  be  more  satisfactory.  It  is  well  to  note  again, 
however,  that  defendant's  contention  is  predicated  upon 
the  toll  board's  being  in  Tipton  and  not  in  the  city  of  Cali- 
fornia, where  it  was  w^hen  complaint  was  filed. 

VIII. 

CONCLUSIONS. 

Having  considered  carefully  and  in  detail  all  of  th«  evi- 
dence, the  Conmrission  finds  as  a  matter  of  fact  tliat 
physical  connection  can  reasonably  be  made  and  that  public 
convenience  and  necessity  will  be  subserved  thereby  to  the 
mutual  advantage  of  complainant  and  defendant,  and  that 
it  will  not  result  in  irreparable  injury  to  either  party. 
Wherefore,  under  the  provisions  of  Section  93,  Sub-section 
3,  of  the  Public  Service  Commission  Law,  an  order  should 
be  entered  requiring  direct  physical  connection  between  the 
switchboard  of  complainant  and  one  of  the  toll  lines  of  de- 
fendant passing  through  the  city  of  California,  not  for  the 
purpose  of  transmitting  local  messages  or  conversations 
between  points  in  the  said  city  of  California,  but  to  provide 
a  continuous  line  of  communication  for  the  transfer  of  mes- 
sages or  conversations.  If  complainant  and  defendant 
telephone  corporations  do  not  agree  upon  the  division  be- 
tween them  of  the  cost  of  such  physical  connection  or  the 
joint  rates,  tolls  or  charges,  or  the  division  of  the  joint 
rates,  tolls  and  charges  over  the  lines  of  complainant  and 
defendant,  the  Commission  will,  after  further  hearing, 
establish  such  divisions  by  supplemental  order. 
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Order. 

This  case  being  at  issue  upon  complaint  and  answer  on 
file,  and  having  been  duly  heard  and  submitted  by  the  par- 
ties, and  full  investigation  of  the  matters  and  things  in- 
volved having  been  had,  and  the  Commission  having  on  the 
date  hereof  made  and  filed  its  report  containing  its  findings 
of  fact  and  conclusions  thereon,  'which  said  report  is  hereby 
referred  to  and  made  a  part  hereof ; 

Now,  upon  the  evidence  and  after  due  deliberation, 

It  is  ordered,  1.  That  the  Commission  finds  as  a  matter 
of  fact  that  physical  connection  of  the  exchange  of  com- 
plainant and  one  of  the  toll  lines  of  defendant  can  reason- 
ably be  made  and  that  public  convenience  and  necessity  will 
be  subserved  thereby. 

Ordered,  2.  That  defendant.  The  Missouri  and  Kansas 
Telephone  Company,  do  construct  and  maintain  a  suitable 
and  efficient  physical  connection  of  the  switchboard  of  com- 
plainant and  one  of  the  toll  lines  of  defendant,  within  the 
city  of  California,  Missouri,  giving  complainant  direct  con- 
nection with  defendant  and  direct  access  to  Tipton  as 
checking  center. 

Ordered  J  3.  That  defendant  do  receive  and  transmit  toll 
messages  over  its  lines  from  and  to  the  telephone  exchange 
of  complainant  upon  equitable  terms,  efficiently,  and  with- 
out undue  delay. 

Ordered,  4.  That  complainant  and  defendant  file  and 
publish  reasonable  joint  rates,  tolls  or  charges  for  service 
over  their  said  lines,  without  discrimination. 

Ordered,  5.  That  this  Commission  retains  jurisdiction  to 
establish  the  division  of  the  cost  of  this  physical  connection 
and  the  division  of  the  joint  rates,  tolls  or  charges  over  said 
through  lines  by  supplemental  order  after  further  hearing, 
provided  complainant  and  defendant  do  not  agree  upon  a 
division  of  the  cost  of  the  physical  connection  and  upon  a 
division  of  tolls. 

Ordered,  6.  That  this  order  shall  be  in  full  force  and 
effect  on  and  after  the  twenty-eighth  day  of  August,  1914, 
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and  remain  in  effect  until  changed  or  abrogated  by  the 
Commission;  and  that  within  ten  days  after  service 
upon  them  of  a  copy  of  tliis  order,  complainant  and  defend- 
ant each  shall  notify  the  Commission,  in  the  manner  re- 
quired by  Section  25  of  the  Public  Service  Commission 
Law,  whether  the  terms  of  this  order  are  accepted  and  will 
be  obeyed. 

Dated  at  Jefferson  City  the  twenty-eighth  day  of  July, 
1914. 


Berger  Telephone  Company  v,  John  R.  Holland. 
Case  No.  380. 

Decided  August  3,  1914. 

Inyaslon  of  Occupied  Field  —  Petition  that  Defendant  be  Beetrained  from 
Further   Operation  or  Construction  of  Telephone  Line  until  after 
Obtaining  a  Certificate  of  Public  Conyenience  and  Neces- 
sity Denied  —  Construction  of  Section  96  of  the 
Missouri  Public  Service  Commission  Law. 

It  appeared  that  the  defendant  prior  to  April  15,  1913,  the  effective 
date  of  the  Public  Service  Commission  Law,  had  been  oj  erating  a  tele- 
phone businegs  with  a  line  extending  from  Welcome  to  Linn,  where  it 
connected  with  the  exchange  of  the  complainant;  that  on  April  3,  1913, 
the  connection  with  the  complainant  was  discontinued  and  connection  was 
made  with  a  telephone  in  the  city  of  Linn;  that  subsequent  to  April  lo, 
1913,  the  defendant,  without  having  applied  for  a  certificate  of  public 
convenience  and  •  necessity,  built  lines  into  the  city  of  Linn  where  the 
complainant  was  already  operating  its  telephone  system. 

Held:  That,  although  the  defendant  had  obtained  no  franchise  from 
the  crty  of  Linn  until  after  the  passage  of  the  Public  Service  Commission 
Law,  his  general  object  in  owning  and  operating  a  telephone  line  from 
Welcome  to  Linn  was  to  connect  his  subscribers  in  the  country  with  people 
in  the  city,  and  the  fact  that  he  changed  the  manner  of  furnishing  this 
sen-ice  at  Linn  from  supplying  the  connection  through  the  complainant's 
switchboard  by  erecting  his  own  lines  in  the  city  did  not  constitute  the 
defendant  a  telephone  corporation  "  hereafter  formed,"  within  the  mean- 
ing of  Section  96  of  the  Public  Ser\nce  Commission  Law; 

That,  not  being  a  telephone  corporation  "  hereafter  formed,"  the  de- 
fendant did  not  violate  the  Public  Service  Commission  Law  in  extending 
its  telephone  lines  in  the  manner  set  forth.* 


•  Editor 's  headnote. 
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Opinion. 
I. 

Complaint  was  filed  on  the  twenty-eighth  day  of  April, 
1914,  by  the  Berger  Telephone  Company,  a  corporation 
operating  a  telephone  exchange  at  Linn,  Missouri.  Defend- 
ant thereafter  filed  answer  and  a  hearing  was  held  by  the 
Commission  at  its  office  in  Jefferson  City  on  the  fifteenth 
day  of  June,  1914. 

Complainant  charges  that  defendant  is  a  telephone  cor- 
poration within  the  meaning  of  the  Public  Service  Commis- 
sion Law^  and  was  engaged  in  owning  and  operating  a  tele- 
phone line  in  and  about  Welcome  in  Osage  County  in  this 
State;  and  that  defendant  did  unlawfully,  on  or  about  the 

day  of  November,  1913,  construct  a  telephone  line 

into  the  town  of  Linn  (a  city  of  the  fourth  dass),  and 
did  set  and  maintain  the  poles  of  his  said  telephone  line  in 
the  public  highways  of  Osage  County  and  the  streets  of 

the  city  of  Linn;  and  that  defendant  did,  on  the  

day  of  April,  1914,  begin  to  construct  a  telephone  line  in 
the  city  of  Linn  and  Ln  the  public  streets  thereof  and  ex- 
tending beyond  the  city  of  Linn  upon  the  public  highways 
of  Osage  County ;  that  all  of  said  acts  had  been  done  with- 
out defendant  having  procured  from  the  Public  Service 
Commission  a  certificate  of  public  convenience  and  neces- 
sity, aud  without  having  a  franchise  from  the  city  of  Linn 
and  without  the  consent  of  the  county  court  to  place  tele- 
phone poles  in  the  public  highways.  Complainant  prays 
that  defendant  be  restrained  from  further  operation  or  con- 
struction of  said  telephone  line  until  he  has  obtained  a  cer- 
tificate of  public  convenience  and  necessity  from  this  Com- 
mission, etc,  as  required  by  Section  96,  Public  Service 
Commission  Law. 

Defendant,  by  his  answer,  admitted  that  he  was  engaged 
in  owning  and  operating  a  telephone  line  or  system  in  the 
city  of  Linn  and  vicinity,  and  that  unless  restrained,  he 
would  establish  an  exchange  in  the  city  of  Linn;  and  alleged 
that  he  w^as  engaged  in  operating  and  extending  a  telephone 
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line  and  system  within  the  city  of  Linn,  and  that  he  had  a 
franchise  so  to  do  from  the  city  of  Linn ;  that  he  did  not 
have  a  certificate  of  public  convenience  and  necessity  from 
this  Commission,  because  he  constructed  and  established 
said  telephone  line  long  prior  to  the  effective  date  of  the 
Public  Service  Commission  Law ;  that  all  work  done  by  him 
in  the  city  of  Linn  and  vicinity  since  the  Public  Service 
Commission  Law  became  effective,  was  in  repair  and  ex- 
tension of  his  original  telephone  system,  which  was  con- 
structed prior  to  April  15,  1913;  that  defendant  had  per- 
mission of  the  county  court  of  Osage  County  to  construct 
his  telephone  line  in  the  public  roads ;  that  the  work  of  ex- 
tending his  telephone  lines  on  the  county  roads  since  April 
15,  1913,  was  the  extension  of  lines  which  had  been  con- 
structed prior  to  that  date,  and  that  defendant  was  not 
amenable  to  Section  96  of  the  Public  Service  Commission 
Law. 

n. 

Complainant  had  a  telephone  exchange  at  Linn  and  some 
ninety  subscribers  in  Linn  for  telephone  service,  and  also 
owTied  lines  and  exchanges  at  other  places.  Defendant  was 
engaged  in  operating  telephone  lines  for  hire,  extending 
from  Welcome,  Missouri,  in  various  directions.  He  owned 
a  line  extending  from  Welcome  to  Linn,  and  which  was  con- 
nected with  the  switchboard  of  complainant  at  Linn,  and 
for  switching  service  defendant  hud  agreed  to  pay  com- 
plainant $1.00  per  telephone  on  his  line  per  year;  that  the 
Berger  company  raised  this  charge  to  $2.00  per  year  and 
defendant  refused  to  pay  it,  and  the  Berger  company,  after 
giving  defendant  notice,  disconnected  his  line  from  the 
Linn  switchboard  on  April  3,  1914.  Defendant's  line  ex- 
tended from  Welcome  to  Linn  along  the  public  road  an<l 
defendant's  line  extended  three  or  four  hundred  yards  in- 
side the  limits  of  the  town  of  Linn,  and  from  that  point 
defendant's  line  was  on  the  poles  of  the  Berger  company 
to  the  switchboard,  by  their  permission^  and  had  been  since 
1911.  Defendant  claimed  that  he  had  a  part  interest  in 
the  poles  of  the  Berger  line  extending  to  the  switchboard 
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from  where  his  line  joined  it.  After  defendant's  line  was 
disconnected  from  the  Berger  company's  switchboard,  de- 
fendant erected  several  poles  and  extended  his  line  to  the 
house  of  Charles  Mahan  and  connected  it  with  a  telephone 
therein,  about  the  eighth  or  tenth  of  April,  1913,  and  this 
connection  continued  until  between  the  tenth  and  twentieth 
of  June,  1913,  at  which  time  the  Berger  company  took  de- 
fendant's wire  from  their  poles  in  the  city  of  Linn  upon 
which  it  had  been  extended  to  the  switchboard. 

Defendant  procured  a  franchise  from  the  board  of  alder- 
men to  construct  and  operate  a  telephone  system  in  the  city 
of  Linn  in  July,  1913,  and  in  the  fall  of  1913  extended  his 
telephone  lines  upon  his  own  poles  into  the  city  of  Linn,  and 
thereabout  on  the  public  roads  that  he  had  permission  of 
the  county  court  to  so  use  the  public  roads. 

III. 

Complainants  contend  that  defendant  is  a  **  telephone 
corporation  "  within  the  meaning  of  Section  96,  Public 
Service  Commission  Law,  and  should  have  had  permission 
from  this  Commission  to  begin  construction  of  the  extension 
of  his  line  in  and  about  the  city  of  liiim ;  and  also  contend 
that  defendant,  in  extending  his  lini\  has  violated  Sections 
90,  91,  92  and  93,  Public  Service  Commission  Law.  The 
sections  of  the  Public  Service  Commission  Law,  last  named, 
have  no  application  to  the  question  as  to  whether  or  not 
defendant  should  have  had  a  certificate  of  public  con- 
venience and  necessity  as  required  by  Section  96,  Public 
Service  Commission  Law.  The  question  to  be  determined 
is  whether  or  not  defendant  was  a  telephone  corporation 
hereafter  formed  within  the  meaning  of  Section  96,  Public 
Service  Commission  Law. 

A  *'  telephone  corporation  "  is  defined  by  Sub-section  17 
of  Section  2,  Public  Service  Commission  Law,  as  follows : 

"  The  term  '  telephone  corporation,'  when  used  in  this  act,  includes 
every  corporation,  company,  association,  joint  stock  company  or  associa- 
tion, partnership  and  person,  their  lessees,  trustees  or  receivers,  appointed 
by  any  court  whatsoever,  owning,  operating,  controlling  or  managing  any 
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telephone  line  or  part  of  telephone  line  used  in  the  conduct  of  the  busi- 
ness of  affording  telephonic  communication  for  hire." 

A  **  telephone  line  "  is  defined  by  Sub-section  18  of  Sec- 
tion 2,  Public  Service  Commission  Law,  as  follows : 

"  The  term  *  telephone  line/  when  used  in  this  act,  includes  conduits, 
ducts,  poles,  wires,  cables,  cross-arms,  receivers,  transmit tei-s,  instruments, 
machines,  appliances  and  all  devices,  real  estate,  easements,  apparatus, 
property  and  routes  used,  operated,  controlled  or  owned  by  any  telephone 
corporation  to  facilitate  the  business  of  affording  telephonic  com- 
munication." 

Defendant  was  engaged  in  owning  and  operating  a  tele- 
phone line  into  the  city  of  Linn  and  thereabout  before  April 
15,  1913,  the  effective  date  of  the  Public  Service  Commis- 
sion Law.  Prior  to  April  3, 1913,  defendant's  line  was  con- 
nected with  the  switchboard  of  the  Berger  company.  There- 
after, and  prior  to  April  15, 1913,  he  connected  his  line  with 
a  telephone  in  the  city  of  Linn.  While  it  is  true  defendant 
had  no  franchise  from  the  city  of  Linn  until  after  the 
passage  of  the  Public  Service  Conamission  Law,  his  general 
object  and  purpose  in  owning  and  operating  a  telephone 
line  from  Welcome  to  Linn  was  to  connect  his  subscribers 
in  the  country  with  parties  in  the  town.  The  fact  that  he 
changed  the  manner  of  furnishing  the  service  at  Linn  from 
supplying  the  connection  through  the  Berger  company's 
switchboard  by  erecting  his  own  lines  into  the  city  did  not 
constitute  defendant  a  telephone  corporation  **  hereafter 
formed."  He  had  commenced  construction  of  his  telephone 
lines  from  Welcome  to  Linn,  both  in  the  town  of  Linn  and 
thereabout,  before  the  enactment  of  the  Public  Service 
Commission  Law  and  is,  therefore,  not  a  telephone  corpora- 
tion hereafter  formed,  within  the  meaning  of  Section  96, 
Public  Service  Commission  Law,  and  defendant  did  not  vio- 
late said  Section  96  in  constructing  and  extending  his  tele- 
phone lines  in  the  manner  as  shown  by  the  evidence  in  this 
case.  DeKalb  County  Telephone  Co.  v.  Redman*  1  Mo. 
P.  S.  C.  123. 


•  Printed  in   Commission  Leaflet  No.  24,  at  page  414. —  Ed. 
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The  complaint  should,  therefore,  be  dismissed.  It  is  so 
ordered. 

Chairman  Atkinson,  Woerner  and  Shaw  concur; 
WioHTMAN,  Commissioner^  dissents; 
Kennish,  Comymssionerj  absent. 

Order. 

This  case  being  at  issue  upon  complaint  and  answer  on 
file,  and  having  been  duly  heard  and  submitted  by  the  par- 
ties, and  full  investigation  of  the  matters  and  things  in- 
volved having  been  had,  and  the  Commission  having  on  the 
date  hereof  made  and  filed  its  report  containing  its  findings 
of  fact  and  conclusions  thereon,  which  said  report  is  hereby 
referred  to  and  made  a  part  hereof. 

Now,  upon  the  evidence  and  after  due  deliberation, 

It  is  ordered^  1.  That  the  complaint  in  the  above  entitled 
case  be,  and  the  same  is  hereby,  dismissed  for  the  reasons 
stated  in  said  report. 

Ordered,  2.  That  this  order  shall  take  eflFect  on  August 
10,1914. 

Dated  August  3,  1914. 


[Mo. 


0.  L.  FuLBRiGHT,  Manager  of  the  Mansfield  and  Ava 
Telephone  Company  at  Norwood,  Missouri,  v,  Nor- 
wood Mutual  Telephone  Company  et  aL 

Case  No.  389. 

Decided  August  .?,  1914. 

Public  Convenience  and  Necessity  —  Jurisdiction  of  CommisBion  Over  All 

Compaoies  ' '  Hereafter  Formed  ' '  Engaged  in  tflie  "  Basinew  of 

Affording  TeleplM>nic  Communication  for  Hire.'' 

It  appeared  that  the  detendaiit,  although  professing  to  be  a  mutaal 
telephone  couipany.  hail  furnished  service  to  one  person  who  was  not  a 
member  of  the  company  and  also  had  exacted  greater  charges  for  service 
from  certain  subscribers  than  from  others. 

Held:  That  the  defendant  had  been  a  purely  mutual  association,  but 
that  since  April  13.  1J)13.  the  effective  date  of  the  Public  Service  Com- 
mission Law,  ill  furnishing  service  to  a  non-member  and  in  having  charged 
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certain  subscribers  a  higher  rate  than  that  charged  to  others,  it  had  become 
a  telephone  corporation  "  hereafter  formed  "  within  the  meaning  of  Sec- 
tion 96  of  the  Public  Service  Commission  Law. 

That  the  defendant  should  be  required  to  discontinue  rendering  tele- 
phone service  until  it  had  procured  a  certificate  of  public  convenience 
and  necessity  from  the  Commission  unless  it  should  show  to  the  Conunis- 
sion  on  or  before  August  20,  1914,  by  affidavit,  that  it  had  admitted  to 
the  service  of  the  company,  on  equal  terms  with  all  other  members,  those 
persons  whom  it  had  been  charging  a  greater  rate  than  that  charged  to 
the  large  majority  of  its  subscribers,  and  also  the  person  whom  it  had 
been  ser%'ing  although  he  was  not  a  member  of  the  company.* 

Opinion. 
I. 

The  complaint  filed  herein  on  May  8,  1914,  in  substance 
alleges  that  0.  L.  Fulbright  is  the  manager  of  the  Mansfield 
and  Ava  Telephone  Company's  exchange  at  Norwood, 
Missouri;  that  N.  M.  Ball,  John  Caudle  and  K.  A.  Kempt 
are  farmers  residing  near  Norwood  and  that  Jesse  Mallatt 
resides  at  Norwood.  That  said  defendants  did,  on  or  about 
the  sixth  day  of  May,  1914,  begin  the  construction  and 
operation  of  a  public  telephone  or  switching  station  for 
hire  at  Norwood  without  obtaining  a  certificate  of  public 
convenience  and  necessity  as  required  by  law,  and  asking 
that  said  defendants  be  barred  and  prohibited  from  oper- 
ating a  telephone  exchange  at  Norwood,  and  vicinity,  and 
that  defendants  be  ordered  to  suspend  all  operations  until 
a  hearing  can  be  had  and  decision  rendered  in  this  case. 

On  May  15,  1914,  an  answer  was  filed  by  the  Norwood 
Mutual  Telephone  Association,  N.  M.  Ball,  John  Caudle, 
J.  A.  Kempt  and  Jesse  D.  Mallatt,  stating  that  N.  M.  Ball, 
John  Caudle,  K.  A.  Kempt  were  directors  and  Jesse  D. 
Mallatt,  together  with  the  above  named  directors  and  three 
hundred  other  persons,  were  partners  as  the  Norwood 
Mutual  Telephone  Association,  and  denying  the  other  alle 
gations  of  the  complaint,  and  further  stating  that  the  Nor- 
wood Mutual  Telephone  Association  is  composed  of  three 
hundred  persons  and  that  said  persons  on  the day  of 


'  Editor  *s  headuote. 
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1907,  organized  the  said  Norwood  Mutual  Tele- 
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phone  Association  and  constructed  a  number  of  telephone 
lines  in  Wright  and  Douglas  Counties  for  their  sole  use 
and  benefit  of  the  members  of  said  association ;  that  many 

of  said  lines  run  into  Norwood;  that  on  the day  of 

,  1907,  the  said  association  contracted  with  the 

Mansfield  and  Ava  Telephone  Company  to  connect  their 
said  lines  with  the  switchboard  of  the  said  last  named 
company  at  Norwood,  agreeing  to  pay  said  Mansfield  and 
Ava  Telephone  Company  12%  cents  per  month  per  mem- 
ber for  switching  service  and  so  continued  until  about 
the  first  of  January,  1914,  at  which  time  the  Mansfield  and 
Ava  Telephone  Company  notified  defendants  that  the 
switching  charge  would  be  increased  to  25  cents  per  mem- 
ber per  month;  that  thereafter  defendants  purchased 
a  switchboard  and  placed  it  in  the  home  of  Jesse  D.  Mallatt 
and  employed  him  to  attend  to  the  same  and  do  the  switch- 
ing of  messages  of  the  defendants  and  that  the  same  is  not 
used  for  hire. 

II. 

The  testimony  in  this  case  was  taken  before  a  special 
examiner  for  the  Commission  at  Norwood,  Missouri,  on  the 
sixteenth  day  of  June,  1914.  It  was  established  by  the  evi- 
dence that  the  Mansfield  and  Ava  Telephone  Company,  here- 
inafter referred  to  as  the  Ava  company,  had  been  in  oper- 
ation at  Norwood,  Missouri,  for  about  six  years  and  also 
that  the  Ava  company  was  engaged  in  furnishing  telephone 
service  for  hire  and  had  exchanges  at  Ava,  Mansfield,  Nor- 
wood and  Denlow,  and  also  had  connection  with  long  dis- 
tance telephone  service  with  the  Bell  Telephone  system,  and 
that  a  number  of  telephone  lines  had  been  extended  into 
Norwood  by  parties  residing  in  the  country  around  Nor- 
wood and  that  for  several  years  these  rural  lines  had  been 
connected  with  the  switchboard  of  the  Ava  company  at 
Norwood ;  that  there  were  about  thirty  of  these  lines ;  the 
lines  had  been  built  separately  by  the  persons  desiring  the 
service  of  such  lines ;  the  lines  in  each  neighborhood  were 
organized  as  a  club,  having  a  president  and  secretary;  that 
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all  the  lines  were  embraced  in  eight  or  ten  clubs ;  that  each 
person  taking  telephone  service  on  said  rural  lines  fur- 
nished and  maintained  his  own  telephone  instrument;  and 
the  cost  of  constructing  each  line  and  keeping  it  in  repair 
was  assessed  against  those  taking  the  service  thereon ;  that 
the  object  of  maintaining  these  rural  telephone  lines  was 
for  the  purpose  of  furnishing  telephone  service  to  the 
patrons  thereof  that  they  could  communicate  with  each 
other  and  with  the  business  men  at  Norwood,  which  was  the 
principal  trading  point  of  the  patrons  of  these  rural  lines. 
That  patrons  of  the  rural  lines  permitted  others  to  use  their 
telephone  service  without  charge. 

That  the  Ava  company  had  in  use,  in  and  about  Nor- 
wood, about  thirty  telephones ;  that  the  patrons  of  the  rural 
lines  were  furnished  switching  service  by  connection  with 
the  switchboard  of  the  Ava  company  at  Norwood  and 
thereby  could  have  telephone  service  through  said  switch- 
board with  the  subscribers  to  the  service  of  the  Ava  com- 
pany at  Norwood  and  other  points  and  also  service  over 
five  private  lines  owned  by  individuals  at  Norwood,  and 
also  service  over  the  long  distance  telephones  with  which 
the  Ava  company  was  connected  on  payment  of  the  toll 
charges  of  the  long  distance  company;  that  the  Ava 
company  charged  each  person  having  a  telephone  on  the 
rural  lines  12^^  cents  per  month  for  furnishing  switching 
service ;  that  in  the  early  part  of  this  year  the  Ava  com- 
pany gave  notice  of  its  intention  to  increase  this  charge 
for  switching  service  to  25  cents  per  month;  that  such 
increased  rate  became  effective  on  the  first  day  of  March, 
1914 ;  that  the  patrons  of  the  rural  lines  were  organized  as 
separate  clubs,  and  some  witness  also  claimed  there  was 
a  working  organization  of  all  the  subscribers  to  telephone 
service  of  the  rural  lines,  and  there  is  some  testimony  to 
the  eflfect  that  they  had  attempted  to  adopt  a  constitution 
and  by-laws  and  had  several  meetings  of  all  the  patrons  to 
consider  matters  relating  to  telephone  service. 

That  the  patrons  of  a  large  number  of  the  rural  lines 
were  dissatisfied  with  the  proposed  increased  rate  for 
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switching  charges  and  thereafter  the  patrons  of  many  of 
the  rural  lines  decided  they  would  not  pay  the  increased 
rate  for  switching  charges ;  that  the  representatives  of  the 
patrons  of  rural  lines,  who  were  dissatisfied,  obtained  a 
switchboard  from  Jesse  Mallatt  and  caused  it  to  be  in- 
stalled at  Norwood;  that  on  the  sixth  day  of  May,  1914, 
N.  M.  Ball,  J.  A,  Kempt  and  John  Caudle,  defendants 
herein,  and  directors  of  the  Norwood  Mutual  Telephone 
Association,  notified  0.  L.  Fulbright,  manager  of  the  Ava 
company,  that  they  were  going  to  start  a  switchboard  that 
evening  and  that  Jesse  Mallatt  was  one  of  them;  the  Mutual 
company,  so-called,  did  not  extend  any  new  lines  into  Nor- 
wood, but  took  such  of  the  old  lines  as  were  dissatisfied 
with  the  switching  rate  from  the  Ava  company's  switch- 
board and  extending  them  from  the  north  side  of  the  raU- 
road  over  to  where  the  new  switchboard  was  located  on  the 
south  side  of  the  railroad ;  that  the  new  switchboard  was 
connected  with  several  lines  extending  from  the  switch- 
board to  stores  and  other  places  in  the  town  of  Norwood; 
that  the  poles  upon  which  the  lines  of  the  Mutual  company 
were  maintained  were  quite  generally  situate  in  the  public 
highway;  that  Norwood  has  not  been  incorporated  as  a 
city,  town  or  village ;  that  Jesse  Mallatt  used  the  rural  lines 
in  connection  with  the  Mountain  Grove  toll  line  to  talk  to 
a  person  at  Mountain  Grove ;  that  the  toll  charge  would  be 
10  cents  to  the  Mountain  Grove  company,  but  he  had  not 
paid  it  and  Mallatt  offered  to  furnish  telephone  service 
from  Norwood  over  the  rural  line  to  the  Mountain  Grove 
line,  but  could  not  get  a  reply  from  the  Mountain  Grove  line 
at  the  time  for  Mr.  Johnson. 

0.  L.  Fulbright  used  the  rural  line  on  four  different 
occasions  and  each  time  gave  10  cents  to  the  person  whose 
telephone  was  used.  The  payment  was  voluntary  and  was 
not  required  by  the  rural  line  for  the  use  of  the  telephone 
service  furnished. 

The  new  switchboard  was  operated  by  Jesse  Mallatt  for 
the  rural  lines  and  that  each  of  the  patrons  of  the  rural 
lines,  both  in  town  and  in  the  country,  was  to  pay  said 
Mallatt  I2V2  cents  per  month  for  switching  service. 
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Jesse  Mallatt  made  an  agreement  with  Dr.  Eyan  to  the 
effect  that  when  Dr,  Ryan  built  a  telephone  line  to  the  new 
switchboard  and  purchased  his  own  telephone  that  Dr. 
Ryan  would  be  furnished  service  for  the  rural  lines  for 
25  cents  per  month  for  a  telephone  at  his  office  and  12i/^ 
cents  per  month  for  his  residence  'phone.  Dr.  Ryan  did 
so  connect  with  the  new  switchboard  telephone  at  his  office 
and  residence  and  was  receiving  the  service  from  the  rural 
lines  and  without  making  any  agreement  to  become  a  mem- 
ber of  the  Mutual  Telephone  company,  but  had  not  paid 
anything  to  the  Mutual  company. 

A.  E.  Donaldson  had  a  telephone  at  Norwood  connected 
with  the  switchboard  of  the  rural  lines  and  paid  25  cents 
a  month  for  service ;  he  was  a  member  of  the  Mutual  com- 
pany. He  had  talked  from  Norwood  over  the  lines  of  the 
Mutual  company  to  Mountain  Grove  and  to  do  so  was 
necessary  to  use  a  part  of  the  Mountain  Grove  line  which 
was  a  toll  line;  that  nothing  had  been  collected  for  the 
service  to  Mountain  Grove. 

III. 

Complainant  contends  that  defendants  are  a  telephone 
corporation  for  hire  within  the  meaning  of  these  terms  as 
used  in  Section  96,  Public  Service  Commission  Law. 

The  terms  **  telephone  corporation''  and  *' telephone 
line  "  are  defined  by  Sub-sections  17  and  18  of  Section  2, 
Public  Service  Commission  Law. 

Prior  to  the  increase  in  switching  charges,  the  farmers' 
lines  were  not  operated  for  hire  under  the  evidence  in  this 
case  as  above  set  forth.  Complainant  offered  evidence  to 
show  that  messages  had  been  sent  over  the  lines  of  the 
defendants  to  Mountain  Grove  which  made  it  necessary  to 
pay  a  toll  fee  to  the  Mountain  Grove  company,  but  as  no 
charge  was  made  for  transmission  over  the  defendant's 
line,  the  sending  of  such  a  message  was  not  the  use  of  the 
defendant's  line  in  the  conduct  of  the  business  of  affording 
telephonic  communication  for  hire  within  the  meaning  of 
Sub-section  17  of  Section  2,  Public  Service  Commission 
Law. 

Digitized  by  V^OOQ IC 


1056  Missouri  Public  Service  Commission. 

Defendant's  line  received  no  part  of  the  toll  charge?  and 
its  lines  are  devoted  to  the  use  of  the  subscribers  for  mutual 
telephone  service  at  the  cost  of  the  service  only  to  be  paid 
by  the  subscribers  thereto  without  any  purpose  to  afford 
telephone  service  to  the  public  for  profit. 

See  case  of  Galloway  v.  Yarnall*  (not  yet  reported). 

The  case  of  Hume  Telephone  Company  v.  Liggettf  is  not 
in  conflict  with  the  foregoing. 

IV. 

Defendants,  however,  are  furnishing  telephone  service 
to  Dr.  Ryan,  who  is  not  a  member  of  the  Mutual  company, 
for  25  cents  per  month  for  a  telephone  at  his  oflSce  and 
12%  cents  for  a  telephone  at  his  residence,  and  furnishing 
service  to  Mr.  Donaldson  for  25  cents  per  month,  while 
other  members  are  charged  121^  cents  to  cover  the  switch- 
ing service  rendered  by  Mallatt. 

In  the  particulars  above  named,  defendants  are  engaged 
in  furnishing  telephone  service  for  hire  because  they  are 
exacting  a  charge  from  Donaldson  and  Dr.  Ryan  of  25 
cents  per  month  while  the  other  members  of  the  company 
only  pay  12i/^  cents  per  month  and  are  furnishing  Dr.  Ryan 
service  when  he  is  not  a  member  of  the  Mutual  company. 

Defendants  were  a  purely  mutual  association  prior  to 
the  installation  of  their  own  switchboard  at  Norwood,  and 
since  April  15,  1913,  have,  in  furnishing  said  service  to 
Dr.  Ryan  and  Donaldson,  become  a  telephone  corporation 
hereafter  formed  within  the  meaning  of  Section  96  of 
Public  Service  Commission  Law,  and  defendants  should 
be  required  to  discontinue  rendering  telephone  service  until 
they  have  procured  a  certificate  of  public  convenience  and 
necessity  from  the  Conunission,  as  provided  by  Section  96, 
Public  Service  Commission  Law,  unless  defendants,  on  or 
before  August  20,  1914,  by  affidavit  show  to  this  Commis- 
sion that  they  have  admitted  Dr.  Ryan  and  Mr.  Donaldson 
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to  service  of  the  Mutual  company  on  equal  terms  with  all 
the  other  members. 

It  is  so  ordered. 

All  concur,  except  Kennish,  Commissioner,  absent. 

Order. 

This  case  being  at  issue  upon  complaint  and  answer  on 
file,  and  having  been  duly  heard  and  submitted  by  the  par- 
ties, and  full  investigation  of  the  matters  and  things-  in- 
volved having  been  had,  and  the  Commission  having  on  the 
date  hereof  made  and  filed  its  report  containing  its  findings 
of  fact  and  conclusions  thereon,  which  said  report  is  hereby 
referred  to  and  made  a  part  hereof. 

Now,  after  due  deliberation. 

It  is  ordered,  1.  That  defendants  herein  be,  and  they 
are  hereby,  required  to  discontinue  the  rendering  of  tele- 
phone service  for  hire  to  Dr.  R.  A.  Ryan  or  Mr.  A.  E.  Don- 
aldson, or  any  other  person,  corporation,  or  firm,  until 
said  defendants  have  procured  a  certificate  of  public  con- 
venience and  necessity  from  this  Commission  authorizing 
them  so  to  render  such  service  for  hire,  as  provided  by 
Section  96  of  the  Public  Service  Commission  Law;  pro- 
vided, however,  that  if  defendants,  on  or  before  August  20, 
1914,  show  to  this  Commission  by  affidavit  that  they  have 
admitted  said  Dr.  Ryan  and  Mr.  Donaldson  to  service  of 
the  Norwood  Mutual  Telephone  Company  on  equal  terms 
with  all  the  other  members  thereof,  said  defendants  may 
continue  the  telephone  service  as  now  rendered  to  said 
parties. 

Ordered,  2.  That  this  order  shall  take  effect  on  the  tenth 
day  of  August,  1914.* 


♦  The  matter  of  the  operation  of  the  switchboard  here  in  question  was 
before  the  Commission  in  the  case  of  R,  L.  Plummet  v.  Jesse  D.  MaUatt, 
Case  No.  333,  decided  August  3,  1914,  in  which  case  the  complaint  was 
dismissed  withont  prejudice  because  of  lack  of  evidence  that  the  defendant 
was  engagred,  prior  to  the  date  of  the  filing  of  the  complaint,  Marph  28, 
1914.  in  the  business  of  furnishing  telephonic  communication  for  hire. —  Ed. 
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A.  L.  Galloway  v.  T.  B.  Yarnall  and  George  Ba^xbss. 
Case  No.  390. 

Decided  August  3,  1914,* 

Oommiasioii  without  Jnriadictioii  oyer  a  Strictly  Mutual  Teleplioiie  Ooapuj 
Not  Engaged  In  Telephonic  Oommunicatlon  for  Hire. 

Opinion. 

I. 

This  case  being  at  issue  upon  complaint  and  answer,  the 
evidence  was  heard  before  a  special  examiner  for  the  Com- 
mission at  Cassville,  Missouri,  on  the  eighteenth  day  of 
June,  1914. 

The  question  to  be  determined  is  whether  or  not  defend- 
ants, as  a  telephone  corporation  within  the  meaning  of  Se^ 
tion  96,  Public  Service  Commission  Law,  have  commenced 
construction  of  a  telephone  line  and  competing  telephone 
exchange  in  the  city  of  Cassville  and  vicinity  in  this  State, 
without  first  having  obtained  from  the  Public  Service  Com- 
mission permission  to  begin  construction  and  a  certificate 
of  public  convenience  and  necessity  as  required  by  Section 
96  aforesaid. 

Defendants  contend  that  they  are  not  subject  to  the  juris- 
diction of  the  Commission  because  defendants  and  their 
associates  are  a  mutual  telephone  company  and  own  and 
operate  a  telephone  system  for  mutual  advantage  of  the 
subscribers,  and  are  not  engaged  in  furnishing  telephone 
service  for  hire,  and,  therefore,  are  not  a  telephone  corpora- 
tion within  the  meaning  of  Section  96,  Public  Service  Com- 
mission Law. 

II. 

There  is  little  dispute  about  the  facts. 

The  Cassville  Telephone  and  Electrical  Company,  of 
which  company,  complainant  is  the  president,  owns  and 
operates  a  telephone  exchange  in  the  city  of  Cassville.  For 
several  years  prior  to  May  1,  1914,  a  number  of  fann 


M. 


•A  motion  for  a  rehearing  denied  August  31,  1914.  —  Ed. 
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or  rural  telephone  lines  extended  into  Cassville  and  con- 
nected with  the  switchboard  of  the  Cassville  company, 
and  paid  to  the  Cassville  company  10  cents  per  month 
for  a  switching  charge  for  each  telephone  on  the  rural 
lines.  There  were  twenty  of  these  rural  lines  and  each 
line  had  selected  oflficers.  The  persons  having  a  tele- 
phone on  the  rural  lines  had  paid  for  the  lines  and  each 
owned  his  own  telephone,  and  there  was  no  charge  for 
telephone  service.  In  all,  there  were  about  two  hundred 
and  sixty  telephones  on  the  rural  lines.  The  Cassville  com- 
pany, on  May  1,  1914,  raised  the  switchboard  charge  from 
10  cents  per  month  to  25  cents  per  month  for  each  person 
having  a  telephone  on  the  rural  lines.  Thereupon,  nineteen 
of  the  rural  lines  disconnected  their  lines  from  the  switch- 
board of  the  Cassiville  company  and  installed  a  switch- 
board at  Cassville,  and  connected  their  lines  with  it,  and 
the  said  switchboard  was  connected  with  the  two  telephones 
in  Cassville.  On  the  eleventh  day  of  May,  1914,  the  board 
of  aldermen  of  Cassville  (a  city  of  the  fourth  class)  granted 
a  franchise  to  the  defendants  under  the  name  of  The  Farm- 
ers Independent  'Co-operative  Telephone  Company  to  con- 
struct and  maintain  la  telephone  system  in  said  city.  De- 
fendants and  their  associates  now  style  themselves  the 
Farmers  Mutual  Company,  and  have  applied  to  the  city  of 
Cassville  for  a  franchise  under  that  name. 

The  telephone  system  of  the  defendants  and  their  asso- 
ciates connects  with  the  switchboard  of  a  telephone  com- 
pany at  Exeter  and  through  messages  may  be  sent  over  the 
long  distance  Bell  system,  either  from  a  patron's  telephone 
on  the  rural  lines,  or  by  any  person  connected  with  the  long 
distance  and  thence  to  a  patron  of  the  rural  lines  upon  pay- 
ment of  the  toll  charges  on  the  long  distance  line.  The 
rural  or  mutual  line  charged  nothing  for  transmission  of 
long  distance  messages,  and  the  so-called  Farmers  Mutual 
Company  made  no  charge  for  telephone  service  as  each 
patron  owned  his  own  telephone  and  repairs  and  cost  of 
maintaining  the  lines  and  switchboard  were  paid  by  an 
assessment  upon  »all  the  members.    Each  person  having  a 
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telephone  became  a  member^  and  it  was  customary  to  per- 
mit others  than  members  to  use  the  telephone  service  on  the 
mutual  lines. 

m. 

Complainant  contends  that  defendants  are  a  '*  telephone 
corporation  for  hire/'  and  subject  to  the  jurisdiction  of  the 
Commission:  (1)  Because  the  rural  line  connects  with  the 
long  distance  and  although  no  charge  is  made  for  the  use 
of  the  rural  line  in  transmitting  a  menage  over  it  and  the 
toll  line,  yet  it  is  a  part  of  a  telephone  line  affording  tele- 
phonic communication  for  hire,  and  that  therefore  defend- 
ants are  a  *  *  telephone  corporation. ' ' 

This  Commission  has  jurisdiction  over  all  telephone  cor- 
porations, as  those  terms  are  defined  in  Sub-section  17  of 
Section  2,  Public  Service  Commission  Law,  and  which  is  as 
follows : 

"  The  terra  *  telephone  corporation '  when  used  in  this  act,  includes 
every  corporation,  company,  association,  joint  stock  company  or  asso- 
ciation, partnership  and  person,  their  lessees,  trustees  or  receivers  ap- 
pointed by  any  court  whatsoever,  owning,  operating,  controlling  or  man- 
aging any  telephone  line  or  part  of  telephone  line  used  in  the  conduct 
of  the  business  of  affording  telephonic  communication  for  hire." 

A  **  telephone  line  *'  is  defined  by  Sub-section  18,  Section 
2,  Public  Service  Commission  Law,  as  including  **  conduits, 
ducts,  poles,  wires,  cables,  cross-arms,  receivei:a,  transmit- 
ters, instruments,  machines,  appliances  and  all  devices,  real 
estate,  easements,  apparatus,  property  and  routes  used, 
operated,  controlled  or  owned  by  any  telephone  corpora- 
tion to  facilitate  the  business  of  affording  telephonic 
communication. ' ' 

The  defendants  and  their  associates,  when  using  their  line 
in  connection  with  the  switchboard  of  the  long  distance  tele- 
phone at  Exeter,  do  not  use  their  line  in  the  conduct  of 
'^  the  business  of  affording  telephonic  commannication  for 
hire. ' '  There  is  no  charge  made  for  the  transmission  of  the 
message  over  any  part  of  the  rural  line.  The  line  of  the 
defendants  vs  not  devoted  to  a  public  use  for  hire,  but  to 
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the  mutual  accommodation  of  the  owners  thereof.  Hence, 
the  transmission  of  a  message  from  the  rural  line  to  the  toll, 
or  from  the  toll  line  to  the  rural  line,  where  the  rural  line 
receives  no  part  of  the  toll  charge,  does  not  constitute  the 
defendants  and  their  associates  a  **  telephone  corpora- 
tion ''  within  the  meaning  of  the  Public  Service  Commis- 
sion Law,  and  the  contention  is  ruled  against  complainant. 
The  case  of  Hume  Telephone  Company  v.  Liggett,*  decided 
May  25, 1914  (not  yet  reported),  is  not  in  conflict  with  the 
above. 

IV. 

Complainant  contends  that  because  defendants  have 
accepted  a  franchise  from  the  city  of  Cassville  to  use  its 
streets  to  construct  and  maintain  a  telephone  system  and 
have  constructed  and  maintained  telephone  lines  therein 
and  on  the  public  highways  of  the  county,  that  defendants 
have  devoted  their  property  to  public  use  and  must  be  held 
to  be  using  the  streets  and  roads  for  public  purposes  or  else 
are  wrongfully  occupying  said  streets  and  roads  with  their 
poles  and  wires. 

It  is  not  necessary  to  determine  in  this  proceeding 
whether  defendants  are  wrongfully  occupying  the  streets 
and  roads  in  question.  When  it  has  been  determined,  as 
hereinabove,  that  defendants  are  not  engaged  in  owning  or 
operating,  controlling  or  managing,  any  telephone  line  or 
part  of  a  telephone  line  used  in  the  conduct  of  the  business 
of  aflfording  telephonic  communication  for  hire,  the  juris- 
diction of  this  Commission  over  this  case  has  ended  and 
the  rightful  or  wrongful  use  of  the  streets  and  roads  is 
-wholly  outside  the  case. 

V. 

Defendants  and  their  associates  are  not  a  '*  telephone 
corporation  "  within  the  meaning  of  Section  96,  Public 
Service  Commission  Law,  and  were,  therefore,  not  required 
to  apply  to  this  Commission  for  permission  to  begin  con- 


•  Printed  in  Commission  Leaflet  No.  32,  at  page  422. —  Ed. 
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stmction  and  for  a  certificate  of  public  convenience  and 
necessity. 

The  complaint  should  be  dismissed.    It  is  so  ordered. 

All  concur,  except  Kennish,  Commissionefy  absent. 

Ordeb. 

This  case  being  at  issue  upon  complaint  and  answer  on 
file,  and  having  been  duly  heard  and  submitted  by  the  par- 
ties, and  fxdl  investigation  of  the  matters  and  things  in- 
volved having  been  had,  and  the  Commission  having  on  the 
date  hereof  made  and  filed  its  report  containing  its  findings 
of  fact  and  conclusions  thereon,  which  said  report  is  herdby 
referred  to  and  made  a  part  hereof. 

Now,  upon  the  evidence  and  after  due  deliberation. 

It  is  ordered,  1.  That  the  complaint  in  the  above  entitled 
case  be  and  the  same  is  hereby  dismissed  for  the  reasons 
stated  in  said  report. 

Ordered,  2.  That  this  order  shall  take  effect  on  August 
10, 1914. 

Dated  at  Jefferson  City,  Missouri,  this  third  day  of 
August,  1914.* 


•  The  Commission  aiTived  at  a  similar  conclusion  and  issued  a  similir 
order  in  the  case  of  Sheldon  Mutual  Telephone  Company  v.  Farmers' 
Mutual  Telephone  Association  and  E,  E.  Biggs,  President,  Case  No.  32^ 
August  3,  1914.— Ed. 
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NEBRASKA. 

State  Railway  Gommissioii. 

Lawrence   Telephone  Oompany  v.  Lincoln   Telephone 
AND  Telegraph  Company. 

Formal  Complaint  No.  236. 

Decided  July  13,  1914. 
Boating  of  Toll  Messages  —  Blyision  of  Toll  Bevenne. 

This  was  a  dispute  between  the  Lawrence  Telephone  Company  and  the 
Lincoln  Telephone  and  •  Telegraph  Company  as  to  the  routing  of  toll 
messages  between  Lawrence  and  Hastings  and  the  division  of  charges  for 
such  messages. 

Held:  That  the  Lawrence  Telephone  Company  should  be  given  the 
privilege  of  routing  all  messages  originating  on  its  lines  at  Lawrence 
to  Hastings  via  Pauline,  and  that  the  division  of  the  toll  charges  should 
be  made  on  a  50  per  cent,  basis  between  the  complainant  and  the  defendant ; 

That  the  Lincoln  Telephone  and  Telegraph  Company  should  have  the 
privilege  of  routing  all  business  originating-  on  its  exchange  at  Hastings, 
destined  to  Lawrence,  via  Blue  Hill,  and  that  the  Lawrence  Telephone 
Company  should  receive  10  per  cent,  commission  on  all  messages  received 
over  the  Lincoln  Telephone  and  Telegraph  Company's  lines  from  Hastings 
to  Lawrence,  and  15  per  cent,  on  all  messages  originating  on  the  Lawrence 
exchange  destined  to  Hastings  via  Blue  Hill. 

An  order  in  accordance  with  the  above  holdings  of  the  Commission  was 
entered.* 

Appearances  : 
Henry  Gillsdorfj  president,  for  complainant. 
John  Moreheady  manager,  for  complainant. 
L.  E.  Hurts,  for  defendant. 
R.  E.  Mattison,  for  defendant. 

Hall,  Commissioner: 

The  petition  herein  was  filed  on  April  9,  1914,  in  which 
the  complainants  complain  of  the  defendant,  and  allege  that 
said  defendant  has  refused  to  further  recognize  an  agree- 
ment affecting  the  routing  of  toll  messages  between  Law- 


*  Editor's  headnote. 
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rence  and  Hastings  via  Pauline,  Nebraska,  and  the  pro- 
rating of  the  toll  charges  therefor,  and  further  have  re- 
fused entirely  to  accept  messages  from  Lawrence,  Nebraska, 
to  Hastings,  Nebraska,  via  Pauline,  Nebraska. 

During  the  year  1904  the  Lawrence  Telephone  Company 
built  a  telephone  line  from  Lawrence  to  Pauline,  Nebraska, 
and  installed  a  booth  there.    They  then  took  messages  there 
and  delivered  them  to  the  Nebraska  Telephone  Company  at 
Lawrence,  Nebraska,  where  they  then  were  connected  with 
the  lines  of  the  said  Nebraska  Telephone  Company.   About 
the  end  of  the  year  1904  the  Nebraska  Telephone  Company 
made  an  agreement  with  the  Lawrence  Telephone  Company 
to  build  a  line  from  Hastings  to  Pauline,  installed  'phones  in 
Pauline  and  for  farmers  north  of  Pauline.    That  the  said 
Nebraska  Telephone  Company  would  maintain  a  switch- 
board at  Pauline  and  do  the  switching  for  the  Lawrence 
Telephone  Company's  subscribers  on  lines  running  into 
their  switchboard  at  25  cents  per  month  including  Hastings 
service.    The  toll  messages,  between  Lawrence  and  Hastings 
were  to  be  handled  via  Pauline  and  the  tolls  should  be  pro- 
rated by  both  companies  on  the  basis  of  50  per  cent,  to  each 
company,  the  distance  from  Hastings  to  Pauline  being  prac- 
tically the  same  as  the  distance  from  Pauline  to  Lawrence. 
The  Lawrence  Telephone  Company  agreed  to  remove  their 
booth  from  Pauline  and  to  not  build  any  lines  north  of 
Pauline  and  to  not  install  any  'phones  in  the  village  of 
Pauline.     It  was  further  agreed  that  they  might  install 
farm   'phones  south  of  Pauline  and  run  lines  into  the 
Nebraska  Telephone  Company's  switchboard  at  Pauline. 

The  Lincoln  Telephone  and  Telegraph  Company  pur- 
chased the  exchange  and  all  lines  of  the  Nebraska  Tele- 
phone Company  at  Hastings,  including  the  line  above  re- 
ferred to  running  from  Hastings  to  Pauline.  The  Lincoln  * 
Telephone  and  Telegraph  Company  also  owns  and  operates 
a  toll  line  from  Hastings  to  Lawrence  via  Blue  HilL  The 
distance  from  Hastings  to  Lawrence  via  Blue  Hill  being 
practically  the  same  as  that  from  Hastings  to  Lawrence  via 
Pauline.  Considering  both  lines  from  Hastings  to  Law- 
rence for  toll  purposes,  we  find  that  the  Lincoln  Telephone 
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and  Telegraph  Company  owns  three-fourths  of  the  lines  on 
a  mileage  basis ;  i.  e.,  the  Lincoln  Telephone  and  Telegraph 
Company  owns  the  entire  toll  line  to  Lawrence  via  Blue  . 
Hill  and  one-half  the  line  to  Lawrence  via  Pauline. 

The  Commission  having  held  several  conferences  in  the 
matter  and  being  fully  advised  in  the  premises,  is  of  the 
opinion  that  the  Lawrence  Telephone  Company  should  have 
the  privilege  of  routing  all  messages  originating  on  its  lines 
at  Lawrence  to  Hastings  via  Pauline  and  that  the  division 
of  the  toll  charges  should  be  made  on  a  50  per  cent,  basis 
between  the  complainant  and  the  defendant  herein.  The; 
Commission  is  further  of  the  opinion,  however,  that  the 
Lincoln  Telephone  and  Telegraph  Company  should  have 
the  privilege  of  routing  all  business  originating  on  its  ex- 
change at  Hastings,  Nebraska,  destined  to  Lawrence,  via 
Blue  Hill  and  that  the  Lawrence  Telephone  Company 
should  receive  10  per  cent,  conmiission  on  all  of  the  messages 
received  over  the  Lincoln  Telephone  and  Telegraph  lines 
from  Hastings  to  Lawrence  and  that  they  should  receive 
on  all  messages  originating  on  the  Lawrence  exchange 
destined  to  Hastings,  Nebraska,  via  Blue  HUl  15  per  cent, 
of  said  charges. 

It  is,  therefore,  ordered.  By  the  Nebraska  State  Railway 
C!onMnission  that  the  Lawrence  Telephone  Company  may 
route  all  the  business  originating  on  the  Lawrence  exchange 
destined  to  Hastings,  Nebraska,  via  Pauline  and  that  all  toll 
charges  shall  be  divided  on  a  50  per  cent,  basis  between  Law- 
rence Telephone  Company  and  Lincoln  Telephone  and 
Telegraph  Company,  and  that  the  Lincoln  Telephone  and 
Telegraph  Company  may  route  all  messages  originating  on 
its  Hastings  exchange  destined  to  Lawrence  via  Blue  Hill 
and  that  the  Lawrence  Telephone  Company  shall  receive 
10  per  cent,  on  all  such  messages  received  by  them.  It  is 
further  ordered  that  the  Lawrence  Telephone  Company 
shall  receive  15  per  cent,  on  all  messages  originating  on  its 
Ijawrence  exchange  destined  to  Hastings,  Nebraska,  routed 
z^ia  Blue  Hill. 

Made  and  entered  at  Lincoln,  Nebraska,  this  thirteenth 
day  of  July,  1914. 
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In  the  Matter  of  the  Application  ok  the  Tbi-Countt 
Telephone  Oompany  of  Staplbton,  for  Authobity  to 
Increase  its  Switching  Bate  on  Line  **  N/' 

Application  No.  2173. 

Granted  July  20,  1914. 

Increue  in  Swttcbiiig  Bate  Ofmated. 

Order. 

Whereas,  the  Tri-County  Telephone  Company  of  Staple- 
ton  has  made  application  to  the  Nebraska  State  Railway 
Commission  for  authority  to  increase  its  switching  rate, 
applicable  to  patrons  on  line  **  N,'*  from  $5.00  to  $10.00  per 
year,  the  company  to  maintain  **  side  lines,''  which  it  has 
not  been  doing  under  the  old  rate ; 

And  it  appearing  to  the  Commission,  upon  due  investiga- 
tion and  consideration,  that  the  application  is  reasonable 
and  warranted,  by  existing  conditions : 

It  is  orderedy  By  the  Nebraska  State  Railway  Commis- 
sion that  the  desired  authority  be,  and  the  same  is,  hereby 
granted,  the  new  rate  as  above  authorized  to  become 
eflfective  from  and  after  August  1,  1914. 

Made  and  entered  at  Lincoln,  Nebraska,  this  twentieth 
day  of  July,  1914. 


In  the  Matter  of  the  Application  of  the  Lincoln  Tele- 
phone AND  Telegraph  Company  for  Authority  to  Ik- 
stall  Special  Ten-Party  Lines  into  Trumbull  and 
Doniphan,  and  Establishing  Bates  for  Service. 

Application  No.  2176. 

Dated  July  23,  1914. 

IiisUUAtlon    of    Ten-party    Ltnas    Approyed  —  Bates    for    Bath    Serrkt 

EetobUflhed. 

Order. 
Whereas,  the  Lincoln  Telephone  and  Telegraph  Com- 
pany has  made  application  to  the  Nebraska  State  Railway 
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CommissioD  for  authority  to  install  a  special  ten-party  line 
into  Trumbull  and  another  similar  line  into  Doniphan,  these 
lines  to  be  connected  to  the  Hastings  exchange,  or  one  of 
the  exchanges  in  the  Hastings  zone,  and  to  receive  free 
service  with  Hastings,  the  rate  to  be  $3.25  per  month  gross 
and  $3.00  per  month  net. 

And  it  appearing  to  the  Commission  upon  due  investiga- 
tion and  consideration  that  the  application  is  reasonable 
and  warranted  by  existing  conditions. 

It  is  ordered,  By  the  Nebraska  State  Railway  CommiB- 
sion  that  the  desired  authority  be  and  the  same  is  hereby 
granted,  the  service  and  rates  as  above  authorized  to 
become  effective  as  of  this  date,  an  emergency  existing. 

Made  and  entered  at  Lincoln,  Nebraska,  this  twenty-third 
day  of  July,  1914. 


In  the  Matter  of  the  Application  of  the  Lincoln  Tele- 
phone AND  Telegraph  Company  fob  Authority  to 
Reduce  the  Toll  Rate  between  Ashland  and  Wahoo. 

Application  No.  2184. 

Decided  July  29,  1914. 
BaducUon  In  Toll  Bates  at  Bequest  of  Company. 

Excerpt  from  the  Minutes  of  the  Commission. 

'*  Application  having  been  made  by  the  Lincoln  Tele- 
phone and  Telegraph  Company  for  authority  to  reduce  its 
toll  rate  for  three  minute  service  between  Ashland  and 
Wahoo  from  20  cents  to  10  cents,  and  it  appearing  to  the 
Commission,  upon  investigation  and  consideration,  that  the 
application  is  reasonable  and  warranted  by  existing  condi- 
tions, the  desired  authority  was  granted,  eflfective  August 
1,  1914,  and  it  was  directed  that  applicant  be  notified  by 
letter  of  the  action  taken.'' 


Digitized  by  LjOOQIC 


NEW  MEXICO. 

State  Gorporation  Gommission. 

In  the  Matter  of  Telephoning  Messages  from  Silver  City 

to  cooney. 

Informal  Complaint  No.  208. 

Decided  August  11,  1914, 

EUmlnAtion  of  DiBcrimination  In  Bates  —  Substitution  of  Measured  Sendee 

for  Flat  Bate  Oliarges  —  Blimination  of  Free  Service  —  Bevl8i<m 

of  Toll  Charges  —  Mlnlmnm  Charge  per  Month  for  Toll 

Service  —  Payment  to  Subscriber  of  Commission 

on  Toll  Messages. 

Recommendations  by  the  Commission.* 

Complaints  have  been  made  to  this  Commission  'by 
numerous  parties  of  the  unsatisfactory  service  and  ex- 
cessive charges  on  lines  of  telephone  operated  by  you  be- 
tween Silver  City,  MogoUon  and  Cooney ;  and  inasmuch  as 
the  same  conditions  exist  on  your  lines  operated  between 
Silver  City,  Santa  Rita,  Hurley  and  Tyrone,  the  Commis- 
sion has  made  an  investigation  and  inquiries  with  reference 
to  these  matters,  and  find  that  the  Grant  County  Telephone 
Company,  the  predecessor  of  The  Mountain  States  Tele- 
phone and  Telegraph  Company,  constructed  and  operated 
the  exchange  at  Silver  City,  with  various  exchange  and  toll 
lines,  and  had  no  particular  standard  of  making  rental  rates 
or  computing  toll  rates  upon  the  telephone  line  between 
Silver  City,  Mogollon  and  Cooney,  and  provided  what  is 
known  as  an  **  other  line  ^'  rate  upon  the  basis  of  50  cents 
for  one-minute  conversation,  75  cents  for  two-minute  con- 
versation, 85  cents  for  three^minute  conversation,  and  $1.00 
for  four-minute  conversation. 


•  Recommendations  contained  in  a  letter  of  the  Commission,  dated 
August  11,  1914,  addressed  to  The  Mountain  States  Telephone  and  Tele- 
graph Company. —  Ed. 
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There  was  also  provided  what  is  known  as  flat  rate 
service  to  various  subscribers,  this  flat  rate  service  allow- 
ing as  many  calls  as  were  required  to  pass  over  this  tele- 
phone line  from  various  points  between  Silver  City,  Mogol- 
lon  and  Cooney  at  the  flat  rental  rate  of  $7.50  and  $10.00 
per  month. 

It  was  also  found  that  the  Grant  County  Telephone  Com- 
pany entered  into  various  contracts  for  handling  telegrams 
from  Silver  City  to  MogoUon  and  Cooney.  Contracts  were 
not  entered  into  with  all  of  the  subscribers  upon  this  tele- 
phone line,  but  the  contracts  that  were  entered  into  pro- 
vided that  the  parties  entering  into  the  agreement  would  be 
allowed  to  receive  and  send  telegrams  at  a  reduced  rate  of 
25  cents,  but  others  not  having  entered  into  a  contract  had 
to  pay  the  standard  pulblished  rates  as  above  named. 

It  was  also  found  that  the  Grant  County  Telephone  Com- 
pany, under  a  contract  with  the  United  States  Government, 
were  furnished  a  certain  amount  of  material  to  originally 
construct  the  telephone  line  jointly  with  the  United  States 
Government  from  Silver  City  to  MogoUon  and  Oooney,  and 
that  the  Grant  County  Telephone  Company  constructed  a 
certain  part  of  this  line  from  its  own  resources,  and,  as  a 
consideration,  the  Grant  County  Telephone  Company  was 
to  place  as  many  telephones  as  it  saw  fit  upon  this  telephone 
line,  and  to  charge  whatever  rate  it  might  desire,  collect 
and  appropriate  to  their  own  use  all  revenue  derived  there- 
from, to  operate  and  maintain  the  line,  provide  free  tele- 
phone service  for  all  United  States  Forest  Service  Stations, 
but  the  title  to  the  said  telephone  line  to  be  always  vested 
with  the  United  States  Government. 

It  was  also  found  that  the  Grant  County  Telephone  Com- 
pany constructed  and  operated  exchange  and  toll  lines  from 
Silver  City  to  Tyrone,  Hurley  and  Santa  Rita,  all  within 
the  State  of  New  Mexico,  and  that  by  reason  of  not  having 
any  fixed  standard  of  making  exchange  rental  rates  and 
computing  toll  rates,  provided  an  '  *  other  line  ' '  rate  from 
Silver  City  to  all  these  points. 
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This  investigation  and  inquiry  revealed  the  fact  that 
The  Mountain  States  Telephone  and  Telegraph  Company 
has  not  since  the  purchase  of  the  Grant  County  Telephone 
Company  property  eliminated  all  of  these  irregularities 
herein  mentioned,  and  that  the  same  conditions  of  discrim- 
ination still  continue  to  exist. 

The  telephone  line  from  Silver  City  to  MogoUon  and 
Cooney,  which  is  approximately  eighty-five  miles  in  length, 
has  located  thereon  some  twenty-six  subscribers,  not  taking 
into  account  the  government  telephones  in  use  by  the  For- 
est Service,  some  of  these  subscribers  paying  a  flat  rate  of 
$7.50  and  some  paying  $10.00  per  month,  these  telephones 
being  free  to  friends  and  other  parties  desiring  to  use  the 
same  with  the  permission  of  the  subscriber. 

It  is  the  conclusions  of  this  Commission  that  as  a  result 
of  the  flat  rate  service  this  telephone  line  is  more  or  less 
overloaded  to  such  an  extent  that  good  telephone  service 
cannot  be  provided  to  all,  and  that  by  reason  of  the  charges 
as  now  fixed  there  is  material  discrimination  as  between 
subscribers  for  the  same  service. 

It  is  also  our  opinion  that  the  **  other  line  "  toll  rate  of 
50  cents  for  one-minute  conversation,  75  cents  for  two-min- 
ute conversation,  85  cents  for  three-miaute  conversation, 
and  $1.00  for  four  minutes  conversation,  is  excessive  and 
unreasonable,  and  is  not  in  keeping  and  in  accord  with  the 
toll  rates  adopted  as  standard  now  filed  with  this  CommiB- 
sion  by  The  Mountain  States  Telephone  and  Telegraph 
Company. 

We  are  lalso  inclined  to  the  belief  that  the  flat  rates  of 
$7.50  per  month  and  $10.00  per  month  made  to  diflferent 
subscribers,  without  regard  to  distance,  is  discriminatory 
and  unreasonable.  We  have  gone  into  this  matter  quite 
thoroughly  and  believe  that  the  best  and  only  solution  of  the 
controversy  would  be  to  adopt  the  zone  principle  of  rates, 
which  has  been  placed  in  effect  on  most  of  your  lines  in  New 
Mexico,  which  rates  are  reflected  by  the  schedide  presented 
by  your  Mr.  Clark  in  conference  with  this  Commission 
under  even  date  herewith,  thus  avoiding  unnecessary  con- 
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versations  by  telephone,  which  the  flat  rate  system  encour- 
ages, and  would  enable  patrons  of  the  line  who  have  a 
volume  of  business,  to  transact  the  same  without  interfer- 
ence by  such  unnecessary  conversations;  and  in  order  to 
avoid  the  overloading  of  the  line,  we  are  inclined  to  think 
that  all  subscribers  on  this  line  should  be  required  under 
contract  to  guarantee  to  your  telephone  company  a  reason- 
able return  in  toll  service  for  installation  of  such  'phone 
station,  and  considering  the  welfare  and  convenience  of 
those  who  have  to  transiact  ^business  by  telephone  between 
Silver  Oity,  Mogollon  and  Cooney,  it  is  deemed  not  only 
just  and  equitable  to  all  concerned  but  also  necessary  to 
promote  a  satisfactory  service,  to  require  certain  changes 
to  be  made. 

We  would,  therefore,  recommend.  That  The  Mountain 
States  Telephone  and  Telegraph  Company  proceed  at  once 
to  eliminate  all  discrimination  existing  upon  the  telephone 
line  from  Silver  City  to  Mogollon  and  Cooney ;  Silver  City 
to  Santa  Rita ;  Silver  City  to  Hurley ;  and  Silver  City  to 
Tyrone,  by  placing  in  effect  on  these  lines  a  standard  or 
measured  toll  service  providing  for  a  three-minute  mini- 
mum charge,  and  as  covered  by  the  present  air  line  method 
and  schedules  for  toll  service  now  filed  with  this  Commis- 
sion for  lines  in  other  portions  of  the  State. 

That  all  flat  rate  telephone  charges  upon  the  line  between 
Silver  City,  Mogollon  and  Cooney  should  be  eliminated,  and 
all  its  subscribers  placed  upon  the  measured  service  or  toll 
paying  basis. 

That  each  -subscriber  thereon  shall  be  required  to  enter 
into  a  contract  with  The  Mountain  States  Telephone  and 
Telegraph  Company  guaranteeing  an  amount  of  $10.00  per 
month  as  originating  toll  business  from  their  telephone 
station,  this  guarantee  to  be  made  up  by  the  charge  on  each 
call,  which  shall  be  made  at  the  regular  measured  toll  rate, 
and  in  case  in  any  one  month  the  regular  toll  business  from 
such  station  is  not  sufficient  to  make  the  $10.00  guarantee, 
the  subscriber  will  be  required  to  make  up  the  difference; 
and  the  telephone  company  will  pay  to  each  such  subscriber 
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a  commission  of  15  per  cent,  with  a  maximum  of  15  cents 
on  each  message  on  all  business  originating  at  such  tele- 
phone station. 

All  free  service  now  existent  on  this  line  should  be  elim- 
inated, and  no  free  service  whatever  should  be  provided  to 
anyone  except  those  in  the  employ  of  the  government  at 
the  government  telephone  stations. 

We  believe  if  these  recoonmendationis  are  placed  in  effect 
by  your  company  it  will  be  the  means  of  eliminating  com- 
plaints on  account  of  discrimination  and  excessive  charges 
by  the  patrons  of  that  line,  and  would  suggest  that  your 
company  comply  with  same  at  as  early  a  date  as  possible 
so  to  do. 

We  would  also  suggest  that  your  company  send  some 
reliable  person  to  the  subscribers  and  patrons  on  this  line, 
informing  them  of  the  changes  to  be  made  in  the  service 
and  rates,  so  that  there  may  be  no  question  with  the  sub- 
scribers and  patrons  over  the  changes  so  made. 

We  would  be  glad  to  be  advised  by  you  when  such  changes 
are  made  effective  over  the  lines  in  question. 


In  the  Matter  op  Physical  Oonnection  at  Aztec  and 

Farminoton. 

Informal  Complaint  No.  301. 

Dated  Augmt  II,  1914, 

Reduction  In  Exchitga  Service  Fee  and  Seylsion  of  OerUin  ToU  Oliafgii 

Recommended  —  Substitution  of  ToU  Service  for  Free 

Service  Formerly  Exi«ting  between  Ezchangea. 

Recommendations  by  the  Commission.* 
Confirming  our  conversation  of  to-day  with  reference  to 
Informal  Complaint  No.  301  of  the  Aztec  and  FarmingtoB 
citizens  on  telephone  matters  : 


*  Recommendations  contained  in  a  letter  of  the  Commission,  dated 
Au^st  11,  1914,  addressed  to  The  Mountain  States  Telephone  and  Tele- 
p^aph  Company. —  Ed. 
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We  have  to  recommend,  in  line  therewith,  that  your  com- 
pany proceed  at  once  to  adjust  this  matter  by  reducing  your 
exchange  service  fee  to  all  mutual  lines  operated  through 
the  Aztec  and  Farmington  exchanges  to  a  basis  of  50  cents 
per  month  per  'phone  where  the  lines  are  maintained  by  the 
owners;  and, 

We  have  further  to  recommend  that  your  company  revise 
the  toll  charge  between  the  Aztec  and  Farmington  ex- 
changes to  a  basis  of  10  cents  for  number  call  and  15  cents 
for  party  call. 

We  have  further  to  reconmiend  that  all  free  service  be- 
tween exchanges  of  Aztec  and.  Farmington,  and  vice  versa, 
be  discontinued.  We  are  convinced,  after  investigation  of 
this  matter,  that  this  is  the  most  reasonable  basis  that  can 
be  arrived  at  at  this  time,  in  view  of  the  conditions  that 
exist  at  those  places. 

We  would  further  recommend  that  your  operators  at  the 
Aztec  and  Farmington  exchanges  be  instructed  to  give  to 
the  patrons  of  those  exchanges  the  best  and  most  expedi- 
tious service  possible  to  do. 

These  recommendations  are  in  no  wise  to  be  interpreted 
or  construed  as  a  precedent  to  be  established  in  other  com- 
munities or  on  other  lines  operating  in  this  State,  but  are 
simply  to  meet  the  exigencies  at  the  points  in  question. 
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NEW  YORE. 

Public  Service  Gommission  —  Second  District. 

In  the  Matter  of  the  Complaint  of  REsroBNTs  of  the 
Village  of  Dextee  v.  Jefferson  County  Telephone 
Company  and  New  York  Telephone  Company. 

Case  No.  2205. 

Decided  July  21,  1914.  • 

Reduction  of  Mileage  Ohargee  Ordered. 

Upon  complaint  that  the  rates  for  individual  line,  two-party  and  four- 
party  line  servuce  including  both  Watertown  and  Dexter  were  excessive, 
it  appeared  that  prior  to  the  merger  of  the  Jefferson  County  Telephone 
Company  with  the  New  York  Telephone  Company,  the  former  had  fur- 
nished Watertown  and  Dexter  service  at  a  flat  rate,  whereas  the  New  York 
company  had  given  Watertown  service  at  a  flat  rate,  but  for  service  in- 
cluding both  Watertown  and  Dexter  had  made  a  mileage  charge  in  addi- 
tion to  the  Watertown  exchange  rate.  Subsequently  to  the  merger,  the 
New  York  company  charged  for  the  Watertown-Dexter  service  the  Water- 
town  rate  for  the  class  of  service  taken  plus  a  mileage  charge  based  upon 
a  distance  of  5%  miles.  The  mileage  charge  per  quarter  mile  was  $6.00 
for  an  individual  line,  $3J>0  for  each  station  on  a  two-party  line  and 
$2.00  for  each  station  on  a  four-party  line. 

It  further  appeared  that  a  local  company  operated  at  Dexter  furnish- 
ing service  there  at  a  flat  rate,  and  also,  through  an  agreement  with  the 
New  York  company,  furnished  service  to  Watertown  at  the  rate  of  5  cents 
per  message,  which  service  was  not  satisfactory  to  the  complainants. 

Held:  That  the  mileage  charges  were  excessive  and  operated  in  con- 
nection with  the  base  rate  to  produce  total  charges  much  greater  than 
were  justified  by  the  value  of  the  service  to  the  subscribers. 

Ordered,  That  the  mileage  charges  per  quarter  mile  shall  not  exceed 
$3.00  for  individual  line  service,  and  $2.00  for  two-party  or  four-party 
line  service;  and  that  the  mileage  rate  for  multi-party  or  rural  lines  to 
subscribers  in  the  Dexter  exchange  area  covering  both  Watertown  and 
Dexter  shall  not  exceed  its  present  mileage  rate  for  such  service. 


•An  application  for  a  rehearing  has  been  filed  by  the  New  York  Tele- 
phone Company. —  Ed. 
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SchedBlt  of  Mileage  Bates  for  Brownville  Recommended. 

The  Commi^ion  recommended  the  establishment  of  the  following  mile- 
age eharges  per  quarter  mile  between  Watertown  and  Brownville: 
$3.00  for  individual  line  service; 
2.00  for  two-party  line  service,  and 
1.50  for  four-party  line  service. 

and  between  Brownville  and  Dexter: 
$3.00  for  individual  line  service; 
2.00  for  two-party  or  four-party  line  service. 

The  Conmiission  also  recommended  that  no  mileage  charge  should  be 
made  on  rural  lines.* 

Opinion  and  Obdeb. 
Decker,  Commissioner : 

Complainants,  residents  of  Dexter,  allege  that  the  New 
York  Telephone  Companyf  formerly  quoted  flat  rates  for 
service  at  Dexter,  including  the  Watertown  exchange, 
that  is  to  say,  a  subscriber  in  Dexter  could  talk  under 
a  flat  rate  with  any  subscriber  in  Watertown;  that  the 
respondent  later  imposed  an  excessive  mileage  rate  for 
individual  line,  and  two-party  and  four-party  line  service 
to  subscribers  situated  in  Dexter;  that  the  present  rates 
are  unreasonable,  and  the  complainants  ask  that  a  fair  and 
reasonable  mileage  rate  be  charged  for  these  services. 

Dexter  is  an  incorporated  village  with  about  1,000  inhab- 
itants and  is  situated  approximately  seven  miles  westerly 
from  Watertown.  Prior  to  March,  1911,  there  were  two 
telephone  systems  operating  in  Watertown  and  Dexter, 
namely,  the  New  York  Telephone  Company  and  Jeflferson 
County  Telephone  Company.  On  March  3, 1911,  the  Jeffer- 
son County  company  was  merged  by  the  New  York  com- 
pany. Prior  to  the  merger  the  complainants  were  sub- 
scribers of  the  Jefferson  County  company  under  a  rate 
which  included  both  Dexter  and  Watertown  service.  These 
rates  were  as  follows : 


•  Editor's  headnote. 

t  Jefferson  County  Telephone  Company  ? —  Ed. 
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BusmesB    Residence 

Direct  .  .' $36  00        $34  00 

Two-party 

Four-party * 30  00  18  00 

Rural 18  00  18  00 

The  New  York  Telephone  Company's  schedule  for  the 
Watertown  exchange  alone  was  as  follows  : 

Business  Residence 

Direct $4800  $3000 

Two-party 3900  2400 

Four-party  (800  messages) 30  00  18  00 

Rural 24  00  18  00 

For  service  including  Watertown  and  Dexter  an  addi- 
tional mileage  charge  was  made  against  the  Dexter  sub- 
scriber. 

Since  the  merger  a  small  local  telephone  company,  not 
under  the  jurisdiction  of  the  Commi«sion,  has  begun  opera- 
tion in  the  village  of  Dexter  and  vicinity,  and  it  quotes  a 
$15.00  rate  for  its  local  service  with  a  5  cent  toll  charge  to 
Watertown  through  a  connection  agreement  with  the  New 
York  Telephone  Company.  This  local  company  serves 
some  80  subscribers  in  Dexter  and  vicinity,  but  the  com- 
plainants claim  that  its  service  is  inadequate  for  their  pur- 
poses and  contend  that  they  must  have  the  direct  Water- 
town  service.  Most  of  the  eight  complainants  in  this  case 
are  upon  a  circuit  serving  eleven  subscribers  and  are  pay- 
ing a  base  raite  of  $24.00  plus  a  mileage  charge  of  $2.00  per 
quarter  mile  beyond  the  Watertown  exchange  which  makes 
the  total  rate  from  $40.00  to  $44.00  for  this  multi-party  or 
rural  service.  They  accept  this  poorer  grade  of  service  be- 
cause the  present  mileage  rates  are  deemed  by  them  to  be 
too  high.  The  complainants  are  engaged  in  business  in 
Dexter  and  use  this  service  for  their  business  purposes. 
The  base  rates  and  mileage  for  the  various  kinds  of  service 
to  the  Dexter  subscribers  including  the  use  of  the  Water- 
town  exchange  are  as  follows : 
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Direct 

Twc-party . 
Four-party 


Bate  rate 


S4S  00 
39  00 
30  00 
24  00 


BtiHne»$ 


Mileage 


S13S  00 
80  »0 
46  00 
16  00 


Total 


S186  00 
119  50 
76  00 
40  00 


Reaidtnee 


Bate  rate 


$30  00 
24  00 
18  00 
18  00 


Mileage 


S138  00 
80  50 
46  00 
16  00 


Total 


$168  00 
104  50 
64  00 
34  00 


This  table  shows  the  application  of  the  company's  mile- 
age charges  according  to  its  tariff  basis  as  follows : 

'^A.  Exchange  Line  Mileage. 

1.  Individual,  two-party  and  four,  or  four-plus-party  line  service. 


Schedule  No.  1: 


Rates  per  annum 

per  y^  mile 
or  fraction  thereof 


Individual  line  or  private  branch  exchange  trunk.  $6  00 

Two-party  line,  per  station 3  50 

Four-party  line,  per  station,  or  multi-party  line 
per  station  if  the  rate  for  multi-party  is  less 
than  the  rural  line  rate  applying  in  the  same 
district 2  00 

Route  measurements  are  used  in  determining  the  mileage  charges  beyond 
the  base  rate  area  specified  for  the  particular  central  oflBc«  district." 

These  mileage  charges  apply  where  special  construction 
is  required  to  reach  individual  subscribers  by  separate  line. 
The  same  charges  are  also  applied  in  this  case  where  a  num- 
ber of  subscribers  may  be  served  from  the  same  pole  route 
or  routes.  The  telephone  company  contends  that  the  mile- 
age charges  are  the  same  as  it  charges  elsewhere  and  that 
any  variation  from  the  established  tariff  would  result  in 
disruption  of  its  entire  schedule.  Therefore  that  the 
charges  should  not  be  changed  for  the  convenience  of  a  few 
subscribers  who  happen  to  be  so  situated  that  they  desire  a 
special  service  which  involves  this  mileage  charge.  Evi- 
dence has  not  been  presented  by  the  telephone  company  in 
this  case  to  establish  the  cost  to  it  as  a  basis  for  fixing  the 
above  stated  mileage  charges.    They  must  be  determined, 
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therefore,  mainly  upon  consideration  of  the  general  rela- 
tion of  the  rate  schedules  and  the  area  served  and  the  ck- 
mand  for  the  service. 

There  are  some  32  subscribers  in  Brownville,  4  between 
Brownville  and  Dexter  and  9  in  Dexter.  These  subscribers 
are  served  by  two  pole  lines,  respectively  north  and  south 
of  the  Black  River.     These  lines  carry  wires  as  follows: 

Watertown-Clayton  Line  (south  of  the  Black  River) 
Watertown-Brownville  Junction  — 

Capacity 40  wires 

Present  load 38-48  wires 

Brownville  Junction -Dexter  — 

Capacity 20  wiws 

Present  load    26-30  wires 

Watertown-Dexter  Line  (north  of  the  Black  River) 

Watertown  to  eastern  corporation  limits  of  Brown- 
ville — 

Capacity 30  wires 

Present  load 12-20  wim 

Since  these  pole  lines  are  so  greatly  loaded  it  is  evident 
that  these  facilities  must  be  maintained  in  any  event  and 
that  there  is  an  economy  to  the  telephone  company  in  the 
combined  use  of  the  routes  for  a  considerable  number  of 
subscribers.  It  is  quite  evident  that  complainants  should 
receive  the  benefits  from  these  conditions.  The  telephone 
company's  tariff  which  states  the  mileage  above  mentioned 
also  provides  as  follows: 

"  Departures  from  the  standard  schedules  are  found  necessarj^  in  some 
instances  in  order  to  conform  to  municipal  or  natural  boundaries.  In 
outlying  sections  when  the  real  estate  development  is  in  the  nature  of  « 
colony  having  a  community  of  interests  it  is  also  fonnd  advisable  to 
apply  an  average  charge  throughout  such  colony  in  order  to  avoid  a 
variety  of  charges  which  would  result  from  the  strict  application  of  the 
standard  schedule/^ 

This  clause  in  the  tariff  seems  fairly  to  apply  in  this  case 
and  meets  the  objection  advanced  by  the  company  that  a 
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variation  between  established  mileage  charges  would  dis- 
rupt the  entire  schedule. 

We  are  of  the  opinion  that  the  mileage  charges  as  shoi«^ 
in  the  foregoing  rate  table  are  excessive  and  operate  in 
connection  with  the  base  rate  to  produce  total  charges  much 
greater  than  are  justified  by  the  value  of  the  service  to  the 
subscribers.  Instead  of  a  mileage  charge  per  quarter  mile 
or  fraction  thereof,  of  $6.00  for  individual  line  or  private 
branch  exchange  trunk  and  $3.50  for  two-party  line,  these 
mileages  should  be  reduced,  as  having  reference  to  the  par- 
ticular case  under  consideration,  to  $3.00  for  the  direct  op 
individual  line  and  $2.00  for  the  two-party  or  four-party 
line.  This  would  produce  rates  for  the  Dexter  subscribers 
as  follows : 


BunruM 

Retidence 

Bate  rate 

MiUaoe 

Total 

Ba$e  rate 

MiUaoe 

Total 

Direct 

$48  00 
30  00 
30  00 
24  00 

$60  00 
46  00 
46  00 
16  00 

$117  00 
85  00 
76  00 
40  00 

$30  00 
24  00 
18  00 
18  00 

$69  00 
46  00 
46  00 
16  00 

$00  00 

Two-party 

70  00 

Four-Darty .    .        .... 

64  00 

RuraT..^  .::..:.::::: 

34  00 

If  the  New  York  Telephone  Company  were  operating 
locally  in  Dexter  and  to  any  extent  we  should  feel  that 
these  mileage  rates  should  be  still  further  reduced  or  that 
flat  rates  should  be  prescribed  to  take  in  both  the  Dexter 
and  the  Watertown  service,  but  the  company  mainly  oper- 
ating in  Dexter  is  the  local  company  above  referred  to  and 
which  has  a  practical  monopoly  of  the  local  business  in 
Dexter  and  vicinity. 

The  present  case  does  not  include  the  rates  for  Brown- 
ville  nor  rates  applicable  to  the  district  between  the  bound- 
ary of  Brownville  and  the  boundary  of  the  village  of  Dex- 
ter, but  those  rates  have  been  made  the  subject  of  testimony 
and  presentation  in  this  case  because  connected  generally 
with  the  Dexter  complaint  as  rates  for  related  service.  It 
is  recommended  to  the  company  that  the  following  rates  be 
adopted  for  Brownville: 
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Busint*$ 

Rendence 

BatraU 

MiUayt 

Total 

Bate  ToU 

MiUage 

1  "- 

Direct 

Two-party 

Four-party 

Rural 

$48  00 
39  00 
30  00 
24  00 

$30  00 
20  00 
15  00 

$78  00 
50  00 
45  00 
24  00 

$30  00 
24  00 
18  00 
18  00 

$30  00 
20  00 
15  00 

$60  00 
44  00 
33  00 
18  00 

The  basis  of  these  rates  as  affecting  the  mileage  charge 
appUcable  along  the  routes  between  Watertown,  BrownviUe 
and  Dexter,  outside  the  base  rate  area  of  Watertown,  and 
using  air  line  measurements  is  as  follows : 

A.  From  Watertown  city  limits  to  BrownviUe  — 

Direct  line  $3.00  per  annum  per  ^4  n^i^e- 
Two-party  line  $2.00  per  annum  per  %  mile. 
Four-party  line  $1.50  per  annum  per  %  mile. 

B.  From  BrownviUe  to  Dexter  — 

Direct  line  $3.00  per  annum  per  ^4  niile. 

Two  and  four-party  Ibe  $2.00  per  annum  per  ^4  mUc. 

The  variation  for  the  four-party  line  is  made  lower  as 
between  Watertown  city  limits  and  BrownviUe  because  of 
the  probable  greater  line  service  between  those  points  than 
between  BrownviUe  and  Dexter.  For  the  same  reason  we 
have  left  off  for  the  BrownviUe  rate  the  addition  of  mUeage 
to  the  rural  base  rate.  Order  will  be  entered  directing  that 
the  company  shaU  not  charge  to  excee<:l  the  rates  above 
specified  for  Dexter  subscribers  who  desire  to  avail  them- 
selves of  the  use  at  flat  rates  of  the  Watertown  exchange. 

Order. 

For  the  reasons  stated  in  the  opinion  by  Commissioner 
Decker  this  day  adopted  and  filed  with  the  case, 

Ordered,  1.  That  respondent.  New  York  Telephone  Com- 
pany be,  and  is  hereby  notified  and  required  to  cease  and 
desist  on  or  before  August  31,  1914,  from  charging  its 
present  mileage  rates  for  direct  line  and  two-party  and 
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four-party  line  service  in  addition  to  the  base  rates  to  sub- 
scribers in  the  Dexter  exchange  area  who  desire  service 
including  both  the  Watertown  and  Dexter  exchange  areas, 
which  said  rates  are  hereby  determined  by  the  Commission 
to  be  unreasonable  and  unjust,  and  on  and  after  that  date 
to  charge  and  collect  mileage  rates  for  such  service  per 
quarter  mile  not  exceeding  $3.00  for  individual  line  or 
private  branch  exchange  trunk  service  and  not  exceeding 
$2.00  for  two-party  and  four-party  line  service,  and  that  its 
mileage  rate  for  multi-party  or  rural  line  service  to  sub- 
scribers in  the  Dexter  exchange  area  covering  both  the 
Watertown  and  Dexter  exchange  areas  shall  not  exceed  its 
present  mileage  rate  for  such  service. 

Orderedy  2.  That  said  respondent.  New  York  Telephone 
Comi>any,  shall  notify  this  -Commission  concerning  its  ac- 
ceptance of  this  order  under  Section  23  of  the  Public  Ser- 
vice Commissions  Law  on  or  before  August  10,  1914. 

Ordered,  3.  That  said  respondent,  New  York  Telephone 
Company,  shall  have  leave  to  make  effective  the  redoioed 
rates  herein  required  on  five  days'  notice  to  the  Commis- 
sion and  the  public. 

Dated  at  Albany,  the  twenty-first  day  of  July,  1914. 


In  the  Matteb  of  the  Application  of  the  Federal  Tele- 
phone AND  Telegraph  Company  for  a  Determination 
of  Just  and  Reasonable  Charges  for  Telephone 
Service  to  Users  of  Its  Service  Within  the  City  of 
Buffalo  Without  Regard  to  Franchise  Limitations. 

Decided  August  4,  1914. 

Increase  in  Bates  —  Waiver  of  FrancMse  Limitations  by  City  Council  — 

Schednle   of  Beasonable  Bates  Allowing  Partial  Increase 

Prescribed  by  the  Commission. 

Upon  petition  by  the  Federal  Telephone  and  Telegraph  Company 
asking  that  the  Commission  fix  a  schedule  of  reasonable  rates  for  the 
Metropolitan  District  of  Buffalo,  it  appeared  that  the  company  was  im- 
pelled to  make  the  application  because  of  certain  restrictions  in  municipal 
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consents.  It  further  appeared  that  the  Common  Council  of  the  City  of 
Buffalo  had  consented  to  refer  the  whole  question  of  reasonable  telephone 
rates  to  the  Commission  without  regard  to  any  franchise  limitations  as 
to  rates.  The  Commission  considered  the  petition  in  the  nature  of  a  eom- 
plaint  that  the  maximum  rates  chargeable  by  the  company  under  the 
franchise  agreements  were  "  insuffieient  to  yield  reasonable  compensation 
for  the  service  rendered." 

Valuation  of  Property  —  Going  Value  —  Bev«nae  and  Expenses— 
Depreciation  —  Seasonable  Betom. 

The  company  claimed  a  replacement  value  of  $4,204,314.34; 
$2,737,657.43  was  claimed  as  the  value  of  tangible  property  including 
a  weighting  percentage  of  13.52  per  cent,  to  represent  undistributed 
construction  expenses  and  interest  during  construction.  The  Commis- 
sion's engineer  estimated  the  reproduction  cost,  excluding  interest  during 
construction  and  undistributed  construction  expenses,  at  $1377,085.99, 
and  allowed  8.3  per  cent,  for  taxes  and  insurance  during  construction 
and  contingencies  and  omissions.  An  allowance  for  interest  during  con- 
struction of  4V2  per  cent,  of  the  replacement  value  of  the  property  was 
made.  The  Commission  also  allowed  $30,000  for  working  capital  and 
$50,000  for  organization  expenses. 

In  accordance  with  the  Kings  County  case*  the  Commission  made  an 
allowance  of  $150,000  for  going  concern  value. 

For  construction  work  at  present  in  progress  the  Commission  estimated, 
in  the  absence  of  evidence  by  which  they  might  accuratdy  fix  the  amoont, 
that  $200,000  would  be  a  fair  amount. 

The  Commission  accordingly  found  that  the  cost  of  replacement  was 
$2,614,363.91. 

After  considering  the  revenues  and  expenses  of  the  company,  and 
reducing  the  amount  allowed  for  depreciation  from  $175,000  to  $132,200, 
the  Commission  found  that  the  rates  prescribed  by  it  would  yield  a  return 
of  6.44  per  cent. 

An  order  was  entered  permitting  the  applicant  to  discontinue  its  present 
franchise  rates,  and  to  put  in  force  throughout  the  Metropolitan  District 
of  Buffalo  the  maximum  rates  prescribed  by  the  Commission,  f 

Opinion. 
Decker,  Commissioner: 

The  Federal  Telephone  and  Telegraph  Company  by  its 
petition  in  this  proceeding  is  asking  the  Commission  to 


^People  ex  rel.  Kings  County  Lighting  Company  v.  Willcox  et  al.,  141 
N.  Y.  Sup.  677.—  Ed. 
t  Editor's  headnote. 
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fix  a  schedule  of  reasonable  rates  for  its  use  in  what  is 
called  the  Metropolitan  District  of  Buffalo,  taking  in  the 
city  of  Buffalo  and  some  adjoining  territory.  It  is  impelled 
to  make  such  application  because  of  certain  rate  restric- 
tions in  municipal  consents  (commonly  called  franchise 
conditions)  which  were  granted  to  applicant's  predecessor, 
the  Frontier  Telephone  Company,  and  because  the  common 
council  of  the  city  of  Buffalo  by  resolutions  passed  in  July 
and  September,  1912,  relating  to  contracts  for  city  tele- 
phones, consented  to  reference  of  the  whole  question  of 
reasonable  telephone  rates  to  this  Commission,  without 
regard  to  any  franchise  limitations  as  to  rates. 

The  petition  of  the  company  is  to  be  considered  as  in  the 
nature  of  a  complaint  by  the  company  that  the  maximum 
rates  chargeable  by  it  under  the  franchise  requirements 
are,  quoting  from  Section  97  of  the  Public  Service  Com- 
missions Law,  '*  insufficient  to  yield  reasonable  compensa- 
tion for  the  service  rendered. ' '  Such  complaint  apparently 
may  be  filed  by  a  telephone  corporation  under  that  section. 
Whether  such  a  complaint  can  be  sustained  in  view  of  the 
limitation  of  rates  contained  as  a  condition  in  the  city 
franchise  and  as  part  of  the  grant,  need  not  be  discussed 
here,  since  the  city  by  the  action  of  its  common  council  as 
above  stated  has  expressly  consented  to  the  fixing  by  the 
Commission  of  maximum  rates  to  be  charged  hereafter  by 
this  company. 

The  company's  difficulty  is  with  the  following  rates  per 
annum  as  fixed  by  the  so-called  franchise : 

Direct  line     Two-party     Three-party    Four-party 

Business  service $48  00  $40  00  $32  00  $24  00 

Residence  service 24  00  20  00  15  00 

It  claims  that  these  rates  are  unreasonably  low  for  the 
service  rendered  by  it  in  the  city  of  Buffalo.  As  a  matter 
of  fact,  the  company  is  not  charging  these  rates  now  gen- 
erally to  subscribers  in  the  city  of  Buffalo  and  the  outlying 

5 
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territory  of  Lackawanna  City,  towns  of  West  Seneca  and 
Cheektowaga,    and    villages    of   Williamsville,  Kemnore, 
Sloan,  Gardenville,  Roland  and  Blasdell,  which  together 
comprise  its  metropolitan  district.      For  that  district  it 
has  rates  in  effect  corresponding  to  those  which  it  now 
desires  to  make  effective  for  all  subscribers  in  Buffalo, 
that  is  to  say,  for  subscribers  who  have  contracts  or  who 
may  demand  contracts  at  the  city  franchise  rates,  as  well 
as  for  those  whose  contracts  specify  the  higher  metropol- 
itan district  rates.     In  other  words,  it  aims  to  increase 
these  exceptional  city  franchise  rates  to  the  level  of  the 
present  metropolitan  district  rates.      The  company  esti- 
mates these  increases  as  applied  to  the  city  franchise  rate 
contracts  will  add  to  its  earnings  about  $30,000  per  year 
based  upon  the  service  now  rendered  under  such  franchise 
rates.      It  asserts  that  if  the  city  franchise  rates  were 
applied  to  all  of  its  business  in  the  district  its  net  revenue 
over  operating  cost  would  be  only  about  $2,000  for  the  year. 
The  company  shows  about  20,000  telephones  in  service  in 
this  district.     Four-party  rates  of  $15.00  for  residence  and 
$24.00  for  business  are  extremely  low  for  that  service,  with 
such  number  of  telephones  in  use.    Kates  of  $40.00  for  two- 
party  and  $48.00  for  direct  line,  service  for  business  sub- 
scribers are  also  low  for  such  service. 

The  following  table  shows  the  company's  desired  rates 
and  the  city  franchise  rates : 
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METROPOLITAN  DISTRICT  RATES  DESIRED  TO  APPLY  IN  ALL  CASES  TOR  BUFFALO 

SUBSCRIBERS 

Business 

Direct  line $72  00 

1600  messages  (3  cents  for  each  additional  message) 48  00 

Two-party 60  00 

Three-party 

Four-party 36  00 

Extension  telephones 12  00 

Residence 

Direct  line    36  00 

Two-party 

Three-party 

Four-party 24  00 

Extension  telephones 6  00 

i 

CITY  FRANCHISE  RATES 

Business 

Direct  line $48  00 

1600  messages 

Two-party 40  00 

Three-party 32  00 

Four-party 24  00 

Extension  telephones 12  00 

Residence 

Direct  line    36  00  . 

Two-party 24  00 

Three-party 20  00 

Four-party 15  00 

Extension  telephones 12  00 

With  the  exception  of  the  rate  for  extension  telephones, 
we  can  say  upon  general  survey  of  the  rates  themselves, 
having  knowledge  of  telephone  rates  generally  as  they  pre- 
vail for  unlimited  service,  that  the  desired  rates  as  a  whole 
do  not  appear  excessive  for  the  service  as  rendered  by  this 
company  in  the  city  of  Buffalo.  Reserving  opinion  as  to 
the  price  for  business  extension  telephones,  we  think  that 
$12.00  for  a  residence  telephone  extension  as  provided 
under  the  franchise  is  grossly  excessive  and  that  such 
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charge  should  not  exceed  $6.00.  It  may  be  that  future 
investigation  of  the  whole  question  of  extension  telephone 
rates  will  indicate  that  $6.00  is  too  high  for  such  extension 
service,  but  for  the  present  we  are  content  to  adopt  the 
generally  existing  price  of  $6.00  for  the  purposes  of  this 
proceeding. 

We  think  that  a  three-party  rate  is  unnecessary  and 
should  be  eliminated.  There  appears  to  be  a  demand  in 
Buflfalo  for  the  four-party  rate  in  both  residence  and  busi- 
ness service.  The  applicant  desires  to  continue  a  two- 
party  rate  for  business.  We  see  no  reason  why  the  two- 
party  facility  should  not  also  be  continued  for  residence 
service  at  a  price  midway  between  the  proposed  four-party 
rate  and  the  direct  line  residence  rate,  namely,  $30.00.  The 
proposed  direct  line  residence  rate  is  the  same  as  the  city 
franchise  rate,  $36.00. 

The  applicant's  present  rates  are  lower  than  those 
charged  in  Buffalo  by  the  New  York  Telephone  Company 
for  a  larger  number  of  telephones  and  its  proposed  rates 
are  less  than  those  of  the  New  York  Telephone  Company 
in  Buffalo,  except  as  to  the  two-party  business  line  and  the 
business  extension  telephone,  as  to  which  the  proposed 
rates  of  the  Federal  Telephone  and  Telegraph  Company 
and  the  present  rates  of  the  New  York  Telephone  Company 
are  the  same. 

The  company  has  also  in  force  rates  for  private  branch 
exchange  service,  about  which  no  claim  was  made  at  the 
hearing,  and  this  service  is  not  covered  by  any  of  the  fran- 
chise rates.  We  shall  not  attempt  to  pass  upon  these  pri- 
vate branch  exchange  rates  in  any  way  at  this  time,  reserv- 
ing them  for  determination  as  complaint  may  arise. 

The  metropolitan  district  revenue  from  all  sources,  if  the 
franchise  rates  were  generally  applied  throughout  the  dis- 
trict, is  estimated  by  the  applicant  at  $463,886.14  for  1913, 
and  its  expenses  are  placed  at  $461,750.18,  which  would 
leave  a  balance  of  only  $2,136.96. 

We  think  the  applicant's  statement  of  expenses  includes 
an  excessive  item  for  depreciation.  That  item  is  $175,000, 
The  plant  investment  expense  of  the  coj|ii|)j^rn[^^^^orth 
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in  its  annual  report  for  1913  includes,  according  to  a  sup- 
plemental statement  made  by  the  president  of  the  company, 
an  item  for  depreciation  of  $132,200.02.  Our  telephone 
engineer,  in  making  up  his  estimate  of  annual  depreciation 
for  the  property  in  place,  arrives  at  a  yearly  depreciation 
of  $113,441.52.  Allowing  for  possible  errors  in  his  com- 
putation we  are  inclined  to  think  that  the  annual  report  esti- 
mate of  depreciation  may  be  properly  used  in  this  proceed- 
ing, namely,  $132,200.  This  would  make  the  total  of  the 
annual  expense  $418,950.18.  Using  that  amount  for  the 
annual  operating  expense,  the  net  revenue  over  operation, 
if  these  franchise  rates  were  applied  throughout  the  dis- 
trict, would  be  $44,935.96. 

The  company  estimates  that  its  rates  throughout  the 
metropolitan  district,  if  these  city  franchise  rates  were 
increased  to  its  metropolitan  district  rates,  would  be 
$607,428.03.  The  revenue  over  operating  expenses  on  that 
basis  would  be  $188,477.85. 

The  company  claims  an  inventory  and  appraisal  as  and 
for  a  replacement  value  amounting  to  $4,204,314.34.  This 
estimate  includes  various  items  which  are  not  admissible 
in  this  case.  Taking  the  mere  physical  plant,  it  is  claimed 
that  real  estate,  central  office  equipment,  substation  equip- 
ment, underground  plant,  aerial  plant,  office  furniture  and 
fixtures,  tools  and  vehicles,  amounts  to  $2,737,657.43.  This 
includes  a  weighting  percentage  of  13.52  to  represent  un- 
distributed construction  expenses  and  interest  during  con- 
struction. The  Commission's  engineer  in  passing  upon 
the  inventoried  property  figures  a  reproduction  cost  of 
$1,877,085.99  for  the  items  above  mentioned,  leaving  out  of 
calculation  interest  during  construction  and  undistributed 
construction  expense.  There  are  various  kinds  of  undis- 
tributable  construction  expenses,  such  as  taxes  and  insur- 
ance during  construction  and  contingencies  and  omissions. 
These  are  figured  by  our  telephone  engineer  at  8.3  per 
cent.,  amounting  to  $155,798.14,  making  a  total  construction 
expense  of  $2,032,884.13.  To  this  must  be  added  an  allow- 
ance for  interest  during  construction  which  may  be  as- 
sumed at  4%  per  cent,  of  the  replacement  of  property  cost. 
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This  adds  to  the  amount  last  given  $91,479.78,  making  a 
total  of  $2,124,363.91. 

To  this  there  must  be  added  an  allowance  for  UMiterial 
and  supplies,  slightly  reducing  the  applicant's  estimate, 
which  we  place  at  $30,000,  and  for  working  capital,  also 
reducing  applicant's  estimate,  $60,000.  There  is  to  be 
taken  into  account  an  organization  expense  which  can  be 
only  estimated.  This  involves  various  legal  and  other 
expenses  and  may  be  set  down  as  $50,000.  In  addition  we 
have  to  calculate  something  for  developing  the  business 
and  bringing  the  plant  up  into  a  going  concern.  This  is 
enjoined  upon  us  by  the  Court  of  Appeals  in  the  so-called 
Kings  County  case.*  Much  of  this  so-called  cost  of  develop- 
ing business  must  be  included  in  the  general  operating 
expenses.  We  are  satisfied  that  an  allowance  of  $150,000 
is  sufficient  for  that  item.  The  applicant  has  various  items 
of  construction  work  now  in  progress.  Much  of  it  is  due 
to  the  installation  of  the  automatic  telephone  system.  The 
items  are  detailed  in  applicant's  exhibits.  They  all  con- 
stitute a  total  of  $920,130.71.  It  is  not  proper  to  charge 
the  people  of  Buffalo  in  a  rate  case  of  this  description  with 
construction  costs  relating  to  a  proposed  change  in  tele- 
phone station  and  office  equipment  with  which  the  applicant 
intends  to  not  merely  better  its  service  to  the  public,  but  to 
use  in  increasing  its  business  and  with  a  view  to  greater 
net  returns  in  the  future.  From  the  amount  so  stated 
for  such  improvement  and  other  betterments  applicant 
shows  a  retirement  of  property  due  to  installation  of  auto- 
matic equipment  amounting  to  $212,600.14,  leaving  a  net 
improvement  expenditure  of  $707,530.57.  Of  this  $453,000 
is  for  automatic  central  office  equipment,  leaving  $254,530.57 
for  various  line  and  station  expenditures.  We  think  some- 
thing should  be  added  for  the  present  work  in  progress, 
but  we  cannot  accurately  fix  that  amount  from  the  papers 
on  file  so  as  to  distinguish  the  full  cost  of  the  change  to 
the  automatic  telephone.  A  proper  estimate  will  probably 
be  somewhere  around  $200,000.    The  total  of  all  these  items 


*  People  ex  rel.  Kings  County  Lighting  Company  v.  Willcox  et  al.,  141 
K  Y.  Sup.  677.— Ed. 
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is  $2,614,363.91,  which  may  be  taken  as  the  general  basis 
of  replacement  cost  in  this  proceeding. 

Owing  to  the  applicant's  methods  of  keeping  its  accounts 
and  the  length  of  time  which  would  be  involved  in  a  segre- 
gation of  the  accounts  pertaining  to  the  Buffalo  local  area, 
it  has  been  impracticable  to  make  a  detailed  examination 
with  reference  to  ascertaining  the  original  cost  of  the  prop- 
erty here  involved.  We  think,  however,  that  the  replace- 
ment cost  estimates  in  this  case  are  fairly  representative 
and  may  be  used  for  the  purpose  of  disposition  of  this 
proceeding. 

From  the  amount  of  estimated  revenue  over  operating 
expenses  as  given  above,  namely,  $188,477.85,  something 
must  be  deducted  under  the  statute  for  surplus  and  con- 
tingencies. We  think  it  not  unfair  that  an  allowance  of 
$20,000  should  be  made  for  that  purpose.  The  balance, 
$168,477.85,  is  the  sum  devotable  to  return  upon  the  herein 
estimated  value  of  the  property,  namely,  $2,614,363.91. 
This  affords  a  percentage  return  of  about  6.44  per  cent. 
From  this  must  be  deducted  whatever  loss  may  result  from 
providing  throughout  the  entire  district  two-party  lines  for 
residences  at  $30.00  per  annum,  a  price  midway  between 
four-party  and  direct  line  service  rates. 

Order  will  be  entered  permitting  the  applicant  to  discon- 
tinue the  present  franchise  rates  and  to  put  in  force 
throughout  the  Buffalo  local  area,  commonly  called  the 
metropolitan  district,  maximum  rates  per  annum  hereby 
found  to  be  reasonable  and  just,  as  follows,  to  wit : 

Business 
Unlimited  service  except  as  specified. 

Direct  line $72  00 

1600  messages  (3  cents  for  each  additional  message) 48  00 

Two-party 60  00 

Four-party 36  00 

Extension  telephones 12  00 

Residence 

Direct  line 36  00 

Two-party 30  00 

Four-party 24  00 

Extension  telephones   6  00 
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The  present  private  branch  exchange  rates  and  the  busi- 
ness extension  telephone  rate  are  not  distributed,  but  are 
reserved  for  such  further  action  as  may  be  necessary  in 
any  future  proceeding.  The  order  so  to  be  entered  will 
be  in  force  for  a  period  of  at  least  three  years,  except  as 
the  same  may  be  amended  or  superseded  by  the  further 
order  of  the  Commission. 

Order. 

For  the  reasons  stated  in  an  opinion  by  Commissioner 
Decker  adopted  and  filed  in  this  proceeding, 

Ordered^  1.  That  the  applicant,  Federal  Telephone  and 
Telegraph  Company,  be,  and  is  hereby,  directed  and  re- 
quired to  charge  and  collect  for  its  telephone  service  in 
the  classes  below  specified  rates  per  annum  which  shall  not 
exceed  the  following,  to  wit: 

Bfisinesa 

Unlimited  service  except  as  specified. 

Direct  line $72  00 

1000  messages  (3  cents  for  each  additional  message) 48  00 

Two-party 60  00 

Four-party 36  00 

Extension  telephones 12  00 

Residence 

Direct  line    36  00 

Two-party 30  00 

Four-party  .  .  / 24  00 

Extension  telephones   6  00 

Ordered^  2.  That  this  order  shall  be  effective  Septem- 
ber 1, 1914,  and  remain  in  force  for  three  years  and  there- 
after, except  and  nntil  the  same  shall  be  amended,  super- 
seded or  abrogated  by  further  order  of  the  Commission. 

Ordered^  3.  That  said  applicant  shall  have  leave  to  make 
the  said  rates  effective  upon  five  days'  notice  to  the  public 
and  the  Commission. 

Ordered,  4.  That  said  applicant  shall  notify  the  Com- 
mission on  or  before  August  15,  1914,  under  Section  23  of 
the  Public  Service  Commissions  Law,  concerning  its  accept- 
ance of  this  order. 
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EXHIBIT  "A," 
Classified  List  op  Stations  with  Revenues  at  Franchise  Rates. 


Clait  0/ 

Direct  line  business 

Direct  line  business 

Direct  line  business 

Two-party  line  business 

Two-party  line  business 

Four-party  line  business 

Four-party  line  business 

Four-party  line  business 

Direct  line  residence 

Direct  line  residence 

Four-party  line  residence , 

Four-party  line  residence 

Pay  stations 

P  B  X  installations 

Special  exchange  service 

Intercommunicating  exchange  ser- 
vice  

Extensions,  exchange  service 

Extension  bells    

Push  buttons  and  buzzers 

Trunks 

Jacks.  *. 

Private  lines  

Desk  sets 

Switches 

Keys 

P  B  X  switchboards 

P  B  X  trunks 

Intercommunicating , 


Number  of 
in9taUation$ 

Fmnehite 

raUtper 

year 

R«Mnu0  ai  old 

rale  per 

year 

2645 

$48  00 

$126,960   00 

144 

40  00 

5,760  00 

116 

Free 
40  00 

104 

4,160  00 

2 

Free 
24  00 

2280 

54,720  00 

2 

12  00 

24  00 

14 

Free 
36  00 

673 

24,228  00 

20 

18  00 

360  00 

5525 

15  00 

82,875  00 

154 

7  50 

1,155  00 

1805 

57,625  80 
23,832  00 

1986 

12  00 

250 

50  00 

12,500  00 

458 

15  00 

6,870  00 

2023 

9  00 

18,207  00 

576 

3  00 

1,728  00 

49 

1  50 

73  50 

10 

48  00 

480  00 

7 

5  00 

35  00 

232 

Varying 

6,519  28 

46 

3  00 

138  00 

57 

1  50 

85  50 

24 

1  50 

36  00 

148 

20  00 

2,960  00 

402 

48  00 

19,296  00 

96 

48  00 

4,608  00 

Total. 


$455,236  08 


Note, —  Number  of  subscribers  in  each  class  of  sendee  taken  from  list 
of  January  1,  1914. 
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EXHIBIT  "B." 

Classified  List  op  Stations  with  Revenue  at  Metropolitan  Rates. 

Metropolitan 

rote  ver 

year  including  Revenue  at 

Number  of  10  p-r  cent.  neig  rate 

inttallationt          diMOunt  per  year 

1789  $80  00  $143,120  00 

1000  53  32  53320  00 

116  Free         

104  66  66  6,932  M 

2  Free         

2280  40  00  91,200  00 

2  20  00  40  00 

14  Free         

673  40  00  26,920  00 

20  18  00  360  00 

5525  26  66  147,296  50 

154  13  33  2,052  82 

1805  57,625  80 

1986  13  33  26,473  38 

250  88  88  22,220  00 

458  16  66  7,630  28 

2023  10  00  20.230  00 

148  22  22  3,288  56 

402  80  00  32,160  00 

96  80  00  7.680  00 

576  3  33  1,918  08 

49  1  67  81  83 

10  80  00  800  00 

7  5  55  38  85 

232  6^19  33 

46  3  00  138  00 

57  1  67  95  19 

24  1  67  40  00 


CUua  of  service 

Direct  line  business 

Direct  line  business 

Direct  line  business 

Two-party  line  business... 
Two-party  line  business. . . 
Four-party  lino  business.. 
Four-party  line  business. . 
Four-party  line  business. . 

Direct  line  residence 

Direct  line  residence 

Four-party  line  residence. 
Four-party  line  residence. 

Pay  stations  

P  B  X  installation 

Special  exchange  service. . 

Intercommunicating 

Extension 

P  B  X  switchboards 

P  B  X  trunks 

Intercommunicating 

Extension  bells 

Push  buttons  and  buzzer. . 

Trunks.  .  , 

Jacks 

Private  lines 

Desk  sets  

Switches 

Keys 


10  per  cent,  discount;  less  10  per  cent,  discount  does  not 
apply  to  pay  stations  and  private  lines 


$658,181  29 


59.403  m 


$598,777  g: 


'Note. —  Number   of   subscribers    in   each   class   of   service   taken    from    list 
of  January  1,  1914. 


Digitized  by  LjOOQIC 


Application  of  Federal  Telep.  and  Teleg.  Co.     1093 
C.  L.  34] 

EXHIBIT  "C." 
Summary  op  Estimated  Annual  Expense. 
Experme 

General $32,903  00 

Commercial 58,049  68 

Traffic 83,730  78 

Plant 84,197  49 

Rents 1^72  06 

Taxes 20354  19 

Insurance 5,142  98 

Depreciation 175,000  00 

Total. $461,750  18 


yotea. —  Commercial,  traffic  and  plant  expenses  are  estimated  from 
actual  cost  for  last  six  months  of  1913,  added  to  which  is  the  expense  of 
operating  the  system  with  branch  exchanges. 

General  expenses  are  estimated  upon  the  pro  rata  expense  of  the  gen- 
eral organization  chargeable  to  Buffalo  for  the  first  nine  months,  1913. 

Taxes  are  estimated  upon  the  amount  assessed  against  the  company  for 
the  year  1912. 

Insurance  represents  the  amount  paid  at  the  present  time  for  insurance 
on  Buffalo  properties. 

Depreciation  is  estimated  on  a  basis  of  7  per  cent,  on  a  physical  value 
of  $2^00,000,  which  is  $1,000,000  less  than  cost  of  property  in  Buffalo. 

The  figures  shown  opposite  rents,  represent  the  amount  being  paid  at 
the  present  time  for  rent  of  buildings  and  land. 

No  percentage  on  income  is  included  in  the  above  expenses,  and  if  the 
company  is  obliged  to  pay  3  per  cent,  on  its  gross  receipts,  $16,681.86 
must  be  added  to  expense  under  metropolitan  rates. 

EXHIBIT  "D." 

Estimated  Revenue  and  Expense  Using  Franchise  Rates. 

Revenue $463,886  44 

Exchange $455,236  08 

Toll 8,650  36 

Expenses 461,750  18 

Net  earnings $2,130  26 


Note, —  No  interest  or  earnings  on  investments  are  included  in  these 
expenses. 
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The  plant  in  Buffalo  will  have  cost  $3,500,000  with  automatic  apparatus 
included,  which  amount  should  be  used  as  a  basis  of  earnings. 

Number  of  subscribers  in  each  class  of  service  taken  from  list  of  Janu- 
ary 1,  1914. 

EXHIBIT  "  E," 

Estimated  Revenue  and  Expense  Using  Metoopolitan  Rates. 

Revenue $607,428  03 

Exchange $598,777  67 

ToU ; 8,650  36 

Expense 461,750  18 

Net  earnings $145,677  85 

Note. —  No  interest  or  earnings  on  investments  are  included  in  these 
expenses. 

The  plant  in  Buffalo  will  have  cost  $3,500,000  with  automatic  apparatus 
included,  which  amount  should  be  used  as  a  basis  of  earnings. 

Number  of  subscribers  in  each  class  of  service  taken  from  list  of  Janu- 
ary 1,  1914. 

EXHIBIT  "  F/' 

Number  op  Obsolete  Contracts  in  Each  Class  in  Force  as  of 
February  14,  1914. 

RaU  Tdtd 

Rate  inareate  incrtve 

943  direct  line  business  at  $48 24  J         "^  $24^^^  \    ^10,6)i  00 

50  two-party  line  business  at  $40. .  20  1,000  00 

156  three- party  line  business  at  $32  ^ 

152  party  line  business  at  $32....  J 

452  four-party  line  business  at  $24  12  5, 424  W 

58  three-party  line  residence  at  $20  4  232  00 

1263  four-party  line  residence  at  $15  9  11,367  00 


4  1332  00 


3074  $29,  887  »* 


Note. —  Of  the  943  direct  business  lines  at  $48.00  it  is  fair  to  assume 
that  when  change  in  rate  is  made  at  least  500  of  these  sabseribeis  will 
take  the  $48.00  contract  limited  to  1600  messages  per  annum. 
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EXHIBIT   "G." 

The  Chesapeake  and  Potomac  Telephone  Company, 

722  12th  Street,  N.  W.,  Washington,  D.  C. 

February  27,  1914. 

D.   S.  PORTEK, 

Division  Manager. 

Mr.  G.  Barrett  Rich,  Jr.,  Mgr.,  Federal  Telephone  &  Tele- 
graph Company,  Buffalo,  N.  Y.: 

Dear  Sir: 

Your  letter  of  the  17th  instant,  addressed  to  Mr.  George 
W.  Harris,  Secretary,  Washington  Rotary  Club,  was,  as 
you  have  been  advised  by  Mr.  Harris,  referred  to  me  as  the 
telephone  member  of  the  club,  and  I  take  pleasure  in  setting 
forth  below  the  telephone  rates  we  quote  for  various  classes 
of  service  in  this  city. 


Business  Service. 

1.  Yearly  Settlement. 

Nwnber  of  local 
meuages  to  be  sent  in 

Annual  rate  direct 

Additional  local  met- 

one  year 

Un€ 

sages 

600 

$39  00 

5  cents 

800 

48  00 

5  cents 

1000 

57  00 

5  cents 

1200 

66  00 

4  cents 

1400 

72  00 

4  cents 

1600 

78  00 

4  cents 

1800 

84  00 

4  cents 

2000 

90  00 

4  cents 

2200 

96  00 

4  cents 

2400 

102  00 

4  cents 

2700 

108  00 

3  cents 

For  convenience  in  accounting,  contracts  will  be  taken  or  renewed  only 
at  the  above  figures,  or  figures  obtained  by  advancing  from  2700  to  4500 
in  lots  of  300,  at  $2.00  per  hundred;  but  in  making  adjustments  at  the 
end  of  the  contract  year,  when  the  number  of  messages  sent  is  less  than 
the  number  paid  for,  the  entire  schedule  (which  advances  by  steps  of 
100  from  600  to  4500  messages)  will  be  taken  into  consideration. 
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2.  Monthly  Settlement. 
Two-party  line ;  thirty  local  messages  a  month ;  yearly  contract ;  $2.30  a 
month:  additional  local  messages  five  cents  each. 
.  Extension  telephone,  50  cents  a  month. 

Residence  Service. 

1.  Yearly  Settlement. 

Number  of  local 
messages  to  be  sent  in  Annual  rate  direct  Additional  locd  ««• 

one  year  line  sages 

600  $39  00  5  eenU 

2.  Monthly  Settlement. 
Two-party  line;  thirty  local  messages  a  month;  yearly  contract;  $2.50 1 
month;  additional  local  messages,  five  cents  each. 

Flat  Rate. 
Direct  line,  per  annum ; $48  00 

Direct  line,  flat  rate  service  at  a  residence  may  be  suspended  for  a 
period  not  exceeding  four  months  in  one  year,  and  a  rebate  alloweti 
equivalent  to  half  the  rate  during  the  period  of  suspension.  On  a  four 
months'  suspension,  this  rebate  would  amount  to  $8.00,  reducing  the  net 
cost  of  direct  line,  flat  rate  service  to  $40.00  per  annum. 
Extension  station |0  50 

Private  Branch  Exchange  Service. 
•Annual  equipment  charges  —  Switchboard  and  operator's  set  $24.00; 
trunk  lines  $24.00  each;  branch  telephone  instruments  $6.00  each;  loeal 
messages  2%  cents  each. 

I  trust  the  foregoing  will  be  found  to  cover  in  detail  the 
information  you  have  asked  for. 

Yours  very  truly, 
(Signed)         D.  S.  Porter, 

Division  Manager. 
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In  the  Matter  of  the  Application  of  the  Federal  Tele- 
phone AND  Telegraph  Company  for  Permission  to 
Issue  Bonds  from  Time  to  Time  Under  Its  First  Mort- 
gage FOR  the  Purpose  of  Refunding  Its  Outstanding 
Obligations  Represented  by  Certain  Underlying 
Bonds. 

Case  No.  3586. 

Decided  August  5,  1914, 

Bxtensioii  of  Previous  Autlioxlsation  Allowing  Issae  of  Bonds  to  Refund 
Outstanding  Underlying  Bonds. 

Supplemental  Order. 

In  the  above  entitled  matter  the  applicant  asks  for  an 
extension  to  July  31,  1915,  of  the  authorization  contained 
in  the  Commission's  order*  dated  July  31,  1913,  the  terms 
of  which  forbade  the  issue  of  any  bonds  thereunder  after 
the  expiration  of  one  year  from  the  date  of  the  order  ex- 
cept upon  further  application  to  the  Commission  and  the 
issuance  by  the  Commission  of  a  further  supplemental 
order.  The  applicant  also  asks  permission  to  include  bonds 
of  the  Batavia  Home  Telephone  Company  and  the  Dunkirk 
Home  Telephone  Company  in  the  list  of  underlying  bonds 
proposed  to  be  refunded.  It  appears  to  the  satisfaction  of 
the  Commission  that  the  conditions  under  which  its  original 
order  was  granted  are  practically  unchanged  and  that  said 
order  and  authorization  should  continue  in  effect  for 
another  year.    Now,  therefore, 

It  is  ordered,  That  the  Commission's  order*  of  July  31, 

1913,  authorizing  the  issue  of  certain  bonds  by  the  Federal 
Telephone  and  Telegraph  Company  shall  continue  in  force 
and  effect  for  a  further  period  of  one  year  from  July  31, 

1914,  in  all  its  clauses  and  conditions,  except  that  ordering 
clause  3  of  said  order  of  July  31,  1913,  shall  now  read, 
**  That  no  bond  herein  authorized  which  shall  remain  un- 
issued on  July  31,  1915,  shall  be  sold  or  disposed  of  with- 
out the  further  order  of  the  Commission  " ;  and  except  that 


•  Printed  in  Commission  Leaflet  No.  22,  at  page  931. —  Ed. 
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to  the  list  of  outstanding  underlying  bonds  specified  in  the 
original  order  of  July  31,  1913,  as  those  which  it  is  pro- 
posed to  purchase,  there  shall  be  added  the  following: 

Batavia  Home  Telephone  Company  bonds,  6  per  cent,  first  mortgage. 

Total  issue,  $50,000.00. 

Date  of  issue,  November  1,  1901. 

Due,  January  1,  1927. 

Trustee,  Columbia  Knickerbocker  Trust  Company,  New  York. 

Dunkirk  Home  Telephone  Company  bonds,  5  per  cent,  first  mortgage. 

Total  issue,  $50,000.00. 

Outstanding,  $26,100.00. 

Date  of  issue,  April  15,  1910. 

Due,  April  15,  1935. 

Trustee,  Columbia  Knickerbocker  Trust  Company,  New  York. 

Dated  at  Albany,  August  5, 1914. 
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OKLAHOMA. 

Gorporation  Gonmussion. 

EoGEB  Mills  Telephone  Company  v.  Hammon  Central 
Telephone  Company. 

Case  No.  1989  — Order  No.  834. 

Decided  July  13,  1914, 
Compiilsory  Physical  Oonnactioii. 

This  was  a  complaint  by  the  Roger  Mills  Telephone  Company  alleging 
that  the  Hammon  Central  Telephone  Company  refused  to  make  physical 
connection  with  the  lines  of  the  complainant  in  Strong  City. 

It  appeared  that  the  Roger  Mills  company  operates  a  local  exchange 
in  Cheyenne  and  also  has  a  line  running  from  Cheyenne  to  Strong  City, 
that  the  defendant  operates  a  local  exchange  at  Strong  City  and  has  a 
line  extending  from  Strong  City  to  the  corporate  limits  of  the  town  of 
Cheyenne,  where  it  connects  with  a  line  owned  by  one  Tramwell,  on 
which  are  three  telephones  located  within  the  town  of  Cheyenne,  that  the 
service  of  each  company  between  Cheyenne  and  Strong  City  is  what  is 
commonly  known  as  ''  the  mutual  system '' ;  %,  e.,  each  subscriber  may  talk 
to  any  other  subscriber  without  extra  charge. 

It  further  appeared  that  at  no  point  was  there  physical  connection 
between  the  lines  of  the  complainant  and  the  defendant,  that  becaose 
of  this  lack  of  connection  when  a  subscriber  of  the  complainant  at 
Cheyenne  wished  to  talk  with  a  subscriber  of  the  defendant  at  Strong 
City,  it  was  necessary  to  route  the  message  via  the  Pioneer  Telephone 
Company  over  a  distance  of  150  miles,  whereas  the  distance  between 
Cheyenne  and  Strong  City  was  but  seven  miles. 

Ordered,  That  the  defendant  connect  with  its  exchange  at  Strong  City 
the  line  of  the  complainant  extending  from  Cheyenne  to  Strong  City. 

That  the  complainant  connect  with  its  exdiange  at  Cheyenne  the  line 
of  the  defendant  extending  from  Strong  City  to  Cheyenne.* 

Opinion  and  Oedbb. 

The  complaint  in  this  case  was  filed  by  the  Roger  Mills 
Telephone  Company  against  the  Hammon  Central  Tele- 
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phone  Company,  alleging  in  substance,  that  the  Hammon 
Central  Telephone  Company  refuses  to  make  physical  con- 
nection with  the  lines  of  the  Roger  Mills  Telephone  Com- 
pany; that  the  result  of  such  refusal  to  make  physical  con- 
nection has  been  to  force  subscribers  of  the  Roger  Mills 
Telephone  Company  at  Cheyenne  to  use  the  toll  lines  of 
the  Pioneer  Telephone  and  Telegraph  Company  when  they 
desire  connection  with  the  local  subscribers  of  the  Hammon 
Central  Telephone  Company  in  Strong  City;  that  in  using 
the  toll  lines  of  the  Pioneer  Telephone  and  Telegraph  Com- 
pany messages  have  to  be  routed  approximately  150  miles, 
whereas,  if  routed  over  the  clear  wire  of  the  Roger  Mills 
Telephone  Company,  the  messages  w^ould  have  to  be  routed 
but  seven  miles ;  that  said  refusal  to  make  physical  comieo- 
tion  has  also  resulted  in  rural  subscribers  of  either  com- 
pany being  forced  to  patronize  long  distance  lines  when  a 
rural  line  between  the  two  towns  was  in  operation. 

This  case  was  set  down  for  hearing  at  Cheyenne  on  March 
31,  1914,  and  at  that  time  it  was  agreeil  that  the  case  be 
submitted  to  the  Commission  for  its  action  on  an  agreed 
statement  of  facts,  which  is  in  substance  as  follows: 

The  Roger  Mills  Telephone  Company  is  a  public  service 
corporation,  operating  a  local  exchange  in  Cheyenne  and 
has  rural  lines  emanating  therefrom.  It  also  has  a  toll  con- 
nection with  the  Pioneer  Telephone  and  Telegraph  Com- 
pany. The  company  also  has  a  line  from  Cheyenne  to 
Strong  City.  The  Roger  Mills  Telephone  Company's  rural 
lines  run  from  its  central  office  in  Cheyenne  to  the  towns 
of  Rankin,  Dempsey,  Sweetwater  and  Berlin. 

The  defendant,  the  Hanmaon  Central  Telephone  Com- 
pany, is  also  a  public  service  corporation  with  local  ex- 
changes in  the  towns  of  Hammon  and  Strong  City  in  Roger 
Mills  County;  with  various  rural  lines  connected  thereto; 
and  long  distance  connection  with  the  Pioneer  Telephone 
and  Telegraph  Company  at  Strong  City.  It  also  operates 
local  exchanges  with  free  toll  connections  with  the  towns  of 
Berlin,  Roll,  Durham,  Crawford,  Strong  City,  Hammon, 
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in  Roger  Mills  County,  and  several  other  exchanges  in  ad- 
joining counties. 

In  the  agreed  statement  of  facts  it  also  appears  that  the 
Hanunon  Central  Telephone  Company  owns  a  telephone 
line  from  the  town  of  Strong  €ity  to  the  corporate  limits 
of  the  town  of  Cheyenne  where  the  same  connects  with  a 
line  owned  by  R.  L.  Tramwell,  and  has  three  telephones 
thereon  in  the  town  of  Cheyenne.  The  result  of  operating 
this  line  is  such  that  residents  of  Cheyenne  who  may  be 
apprised  of  the  fact  may  use  one  of  the  three  telephones 
and  thereby  secure  free  service  to  Strong  City,  which  re- 
sults in  a  discrimination  against  such  residents  who  may 
not  have  access  to  this  line. 

In  the  agreed  statement  of  facts  it  also  appears  that  the 
Roger  Mills  Telephone  Company  owns  a  line  from  Chey- 
enne to  Strong  City  and  this  line  is  hereafter  spoken  of  as 
the  line  to  be  used  as  a  clear  wire. 

The  public  would  be  nmch  more  adequately  and  con- 
veniently served  if  both  these  wires  were  connected  with 
each  telephone  central  at  Cheyenne  and  Strong  City.  It 
appears  that  the  service  between  Cheyenne  and  Strong  City 
such  as  is  now  afforded  is  what  is  known  as  the  mutual  sys- 
tem and  no  charge  is  made  therefor.  That  is,  the  clear  wire 
of  the  Hanunon  Telephone  Company  from  Strong  City  to 
Cheyenne  connects  with  certain  subscribers  in  the  town  of 
Cheyenne.  These  subscribers  can  talk  to  any  of  the  sub- 
scribers of  the  Hammon  Central  Telephone  Company  either 
rural  or  local  without  extra  charge.  The  same  is  true  of 
the  Roger  Mills  County  Telephone  Company,  which  also 
has  a  similar  wire  between  the  two  towns.  Both  these  wires 
should  be  connected  with  the  central  offices  in  Cheyenne 
and  Strong  City.  If  it  is  desired  by  the  complainant  and 
defendant  to  continue  operating  these  lines  locally  without 
charge  as  to  the  subscribers  of  each  exchange  including 
the  rural  subscribers  connected  therewith,  we  see  no  reason 
why  they  should  not  do  so. 

It  is,  therefore,  ordered.  That  the  defendant,  the  Ham- 
mon Central  Telephone  Company,  shall  connect  the  clear 
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wire  of  the  Roger  Mills  Telephone  Company,  complainant, 
with  its  exchange  at  Strong  City. 

It  is  further  ordered,  That  the  complainant  shall  connect 
the  clear  wire  of  the  defendant  with  its  exchange  at  Chey- 
enne. 

•Should  further  order  be  desired  as  to  the  manner  in 
which  these  lines  shall  be  operated,  the  same  will  be  con- 
sidered by  the  Commission  upon  application  of  either  party 
or  the  public. 

Oklahoma  City,  Oklahoma,  July  13,  1914. 
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PENNSYLVANIA. 

The  Pnblic  Service  Commission. 

In  the  Matter  of  Requiring  Published  Rates  and  Fares 
TO  Continue  in  Effect  for  Thirty  Days. 

Dated  July  23,  1914. 

Confemice  RaUng  —  Prohibitiiig  Cliaiiges  In  Scbednles  cm  Ii«68  than  Thirty 

Days'  Notice. 

Conference  Ruling  No.  1. 

.The  Public  Service  Company  Law,  approved  July  26, 
1913,  Article  2,  Section  1,  (f )  provides  in  part  as  follows : 

'^  To  make  no  change  in  any  tariff  or  schedule,  which  shall  have  been 
filed  or  published  or  posted  by  any  public  service  company  in  compliance 
with  the  preceding  sections,  except  after  thirty  days'  notice  to  the  Com- 
mission and  to  the  public,  posted  and  published  in  the  manner,  form  and 
places  required  with  respect  to  the  original  tariffs  or  schedules,  which 
shall  plainly  state  the  exact  changes  proposed  to  be  made  in  the  tariffs 
or  schedules  then  in  force,  and  whether  an  increase  or  decrease,  and  the 
time  when  the  proposed  changes  will  go  into  effect  j    •    •    ♦  " 

"  The  term  **  then  in  force  "  as  employed  in  the  paragraph 
above  quoted  must  be  interpreted  as  requiring  that  a  tariff 
or  schedule  filed  and  posted  must  be  allowed  to  become 
effective  and  remain  in  effect  for  at  least  thirty  days  before 
any  change  may  be  made  therein,  but  this  will  not  affect 
tariffs  or  schedules  containing  rates  for  excursions  limited 
to  certain  designated  periods  under  authority  of  General 
Order  No.  4,  of  twenty-first  day  of  January,  1914. 
Harrisburg,  Pennsylvania,  July  23,  1914. 

1103 


Digitized  by'LjOOQlC 


1104    The  Pennsylvania  Public  Service  Commission. 

[PeniL 

In  the  Matter  of  the  Regulation  of  Crossing  of  Facili- 
ties OF  One  Public  Service  Company  with  Those  of 
Another  Public  Service  Company. 

General  Order  No.  11. 

(Superseding  General  Order  No.  2.)* 

Dated  August  5,  1!)14. 

Regulations  as  to  Orosalngs. 

And  now,  August  5,  1914,  until  otherwise  hereafter  de- 
termined and  ordered,  any  public  service  company,  sub- 
ject to  the  provisions  of  The  Public  Service  Company  Law, 
approved  July  26,  1913,  before  constructing  any  structures 
or  other  facilities  across  the  structures  or  other  facilities  of 
any  other  public  service  company,  whether  under  ground, 
or  above  ground,  or  at  the  same  or  different  levels,  shall 
serve  ten  days'  (or  shorter  notice,  if  specially  allowed  by 
the  Commission,  upon  sufficient  cause  being  shown,)  writ- 
ten notice  upon  the  public  service  company  or  companies 
whose  structures  it  is  so  desired  to  cross,  which  notice  shall 
specify  the  nature  and  character,  way  and  manner,  of  such 
contemplated  crossing,  and  the  exact  location  thereof,  and 
shall  file  with  the  Commission  a  true  copy  of  the  notice  so 
served,  with  proof  of  service  thereof;  provided,  however, 
that  if  an  agreement  which  shall  specify  the  nature  and 
character,  way  and  manner,  of  the  construction  of  the  pnv 
posed  crossing  be  in  force  between  the  public  service  com- 
pany proposing  to  cross  and  the  public  service  company 
whose  structures  or  facilities  it  is  proposed  to  cross,  it  shall 
be  sufficient  if  the  above  notice,  served  and  filed,  with  proof 
of  such  service,  with  the  Commission,  as  aforesaid,  shall 
state  the  exact  location  of  such  crossing,  and  that  the  same 
will  be  constructed  in  accordance  with  said  agreement  and 
specifications  referred  to  therein,  a  true  copy  of  the  said 
agreement  and  specifications  being  also  filed  with  the  Com- 
mission together  with  said  notice. 


•  Printed  in  Commission  Leaflet  No.  27,  at  page  155. —  Ed. 
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The  pulblic  service  company  or  companies  desiring  to 
construct  snch  crossing  may,  after  the  termination  of  the 
period  of  siaid  notice,  proceed  therewith,  in  accordance 
with  the  specifications  as  stated  or  referred  to  in  said 
notice,  as  above  provided,  unless,  within  the  period  of  said 
notice,  served  as  aforesaid,  the  public  service  company  or 
companies  affected  by  such  crossing  shall  serve  upon  the 
company  or  companies  proposing  to  make  such  crossing, 
and  file  with  the  Commission,  a  protest  against  the  con- 
struction of  the  same,  or  unless,  without  such  protest,  the 
Commission,  within  the  period  of  said  notice,  filed  with  it 
as  aforesaid,  shall,  of  its  own  motion,  direct  that  the 
crossing  shall  not  be  proceeded  with. 

Such  protest  shall  set  forth  the  reasons  which,  in  the 
judgment  of  the  protestant,  show  that  the  Commission 
should  not  approve  such  crossing,  and  proof  of  service 
thereof,  as  aforesaid,  shall  be  filed  with  the  Commission 
within  three  days  of  the  filing  of  the  protest  with  the  Com- 
mission. 

The  Commission,  upon  consideration  of  such  notice  or 
protest,  or  both,  may  fix  a  time  and  place  for  hearing,  after 
due  notice,  and  determine  whether  or  not  such  crossing 
shall  be  approved.  This  regulation  shall  apply  to  all  such 
crossings  between  the  structures  or  facilities  of  any  public 
service  company  and  the  structures  or  facilities  of  any 
other  public  service  company,  other  than  crossings  between 
railroads  and  street  railways,  and  shall  be  subject  to  the 
specific  regulations  that  may  hereafter  be  adopted  by  the 
Commission. 

This  order  supersedes  Oeneral  Order  No.  2*  upon  the 
same  subiect. 


•  Printed  in  Commission  LeaHet   No.  27,  at   page  155. —  En. 
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VIRGINIA. 

State  Corporation  Commission. 

In  the  Matter  of  the  Filing  with  the  State  Corporatios 
Commission  by  Public  Utilities  Schedules  Showing 
Bates  and  Charges. 

Circular  No.  12. 

Dated  August  1,  1914, 
Filing  of  Bate  Schedules  Ordered. 

To  all  Heat,  Light,  Power,  Water  and  Telephone  Compa- 
nies doing  business  in  Virginia: 

Your  attention  is  called  to  an  Act  of  the  General  Assem- 
bly of  Virginia,  approved  March  27, 1914,  entitled  ''An  Act 
Imposing  Public  Duties  on  Heat,  Light,  Power,  Water  and 
Telephone  Companies  and  providing  for  the  control  and 
regulation  of  such  companies  by  the  State  Corporation 
Commission,' '  a  copy*  of  which  Act  you  will  find  printed  in 
full  on  the  back  of  this  circular. 

You  will  observe  that  Sub-section  (a)  of  Section  1  of  this 
statute  requires  every  public  utility  to  file  with  the  State 
Corporation  Commission  and  to  keep  open  for  public  in- 
spection schedules  showing  rates  and  charges  made  either 
for  itself  or  joint  rates  or  charges  between  itself  and  any 
other  public  utility  or  utilities. 

Therefore,  the  State  Corporation  Commission  directs 
that  every  corporation  operating  a  public  utility  shall, 
within  30  days  from  the  date  of  this  circular,  file  in  the  ofiB<» 
of  this  Commission,  schedules  showing  rates  and  charges 
made  either  for  itself  or  joint  rates  and  charges  between 
itself  and  any  other  public  utility  or  utilities  and  to  arrange 
to  post  and  keep  open  for  public  inspection,  copies  of  8udi 
schedules. 


*  The  copy  of  the  act  is  omitted  from  this  Leaflet. —  Ed. 
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Each  such  schedule  should  be  printed  or  typewritten  so 
that  it  can  be  plainly  read  and  in  such  form  and  language 
as  can  be  easily  understood. 

Each  company,  whenever  submitting  its  schedules  of 
rates,  should  enclose  the  same  with  a  letter  advising  of  the 
enclosure,  such  letter  to  be  written  in  duplicate,  and  the 
Commission  will  acknowledge  the  receipt  of  the  filing  of 
such  schedules  of  rates  by  returning  a  copy  of  the  letter  of 
advice  with  the  official  stamp  of  the  Commission  showing 
date  of  the  receipt  upon  the  same. 
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WISCONSIN. 

Railroad  Commission. 

In  the  Matter  of  the  Proposed  Extension  of  the  Line  of 
THE  Random  Lake  Telephone  Company  in  the  Town 
OF  Sherman,  Sheboygan  County,  Wisconsin. 

Decided  July  20,  1914. 

PabUc   Oonvenittnca    and   Necessity  —  DnpUcation   Not   Permitted   Where 
Physical  Oonnectioii  Is  an  Adequate  Suhstitiite. 

Held:  That  as  the  construction  of  a  physical  connection  between  the 
East  Valley  Telephone  Company  and  the  Random  Lake  Telephone  Com- 
pany is  a  feasible  and  adequate  means  of  affording  to  the  present  and 
prospective  subscribers  of  the  former  the  service  needed  by  them,  the 
Commission  will  not  permit  the  paralleling  of  the  line  of  the  East  Valley 
company  by  that  of  the  Random  Lake  company.* 

Opinion  and  Decision. 

This  case  involves  a  proposed  extension  of  the  Random 
Lake  Telephone  Company's  line  parallel  to  the  line  of  the 
East  Valley  Telephone  Company  from  a  point  some  two 
miles  southwest  of  Adell,  Wisconsin,  toward  the  village  of 
Adell.  This  line  would  have  as  its  patrons  several  persons 
residing  along  a  highway  on  which  the  East  Valley  line  is 
now  located.  Objection  to  the  construction  of  this  exten- 
sion was  made  by  the  East  Valley  Telephone  Company  and 
a  hearing  in  the  matter  was  held  at  Waldo,  Wisconsin,  on 
July  13  and  16,  1914.  The  Random  Lake  Telephone  Com- 
pany was  represented  by  Emil  C,  Thiel,  and  the  East  Val- 
ley Telephone  Company  by  P.  B.  Van  Blarcom  and  August 
G.  Bartelt. 

The  purpose  for  which  the  proposed  telephone  line  would 
be  used  would  be  to  give  service  into  Adell  to  certain  per- 
sons living  within  a  mile  or  two  of  that  village.    The  Ran- 
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dom  Lake  Telephone  Company  has  a  line  running  into  Adell 
from  another  direction,  and  does  most  of  the  local  telephone 
business  of  that  village  through  its  exchange.  Thus,  the 
proposed  subscribers  would  be  able  to  reach  Adell  through 
the  exchange  at  Random  Lake.  The  East  Valley  line  which 
runs  past  their  residence  also  runs  into  Adell,  but  has  no 
exchange  there  and  only  reaches  three  business  places  in 
the  village.  The  inaibility  of  persons  living  near  Adell  on 
the  East  Valley  line  to  reach  more  than  these  three  busi- 
ness places  has  resulted  in  their  desire  to  have  the  Random 
Lake  service.  This  is  a  case  where  a  physical  connection 
is  very  clearly  an  adequate  and  feasible  remedy  for  the 
difficulty  in  which  the  residents  to  the  southwest  of  Adell 
find  themselves.  To  permit  the  paralleling  of  the  East 
Valley  line  for  some  distance  toward  Adell  would  result  in 
the  sort  of  unnecessary  duplication  which  the  law  seeks  to 
avoid.  It  seems  that  there  is  at  present  a  physical  connec- 
tion between  the  two  companies  at  a  point  called  Silver 
Creek,  but  that  the  service  through  this  connection  is  ir- 
regular, owing  to  the  intermittent  character  of  the  attend- 
ance at  the  switch.  To  avoid  this  difficulty,  a  line  is  now  be- 
ing built  between  the  exchanges  of  the  two  companies 
which  will  result  in  a  physical  connection  between  switch- 
boards continuously  attended  by  operators,  and  when  this 
line  is  ready  for  service  there  should  be  no  trouble  in  ex- 
changing service  between  the  two  companies.  If  the  con- 
struction of  this  line  does  not  proceed  as  rapidly  as  it 
should,  or  if  the  charge  made  for  conversation  through  the 
physical  connection  seems  to  anyone  to  be  unreasonable, 
these  matters  can  be  taken  up  with  the  Commission  for  ad- 
justment. 

For  the  reasons  stated,  we  find  and  determine  that  public 
convenience  and  necessity  do  not  require  the  extension  of 
the  line  of  the  Random  Lake  Telephone  Company  in  the 
town  of  Sherman,  Sheboygan  County,  in  the  manner  pro- 
posed by  that  company  in  its  notice  filed  with  the  Commis- 
sion June  30,  1914. 

Dated  at  Madison,  Wisconsin,  this  twentieth  day  of  July, 
1914. 
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In  the  Matter  of  the  Application  of  Michael  T.  Gehl 
AND  Others,  fob  a  Certificate  of  Public  Convenibkce 
AND  Necessity  for  the  Construction  op  Telephone 
Lines  in  the  Town  of  Addison,  Washington  County, 
Wisconsin. 

Decided  July  21,  1914. 

Public  OonTenlence  and  Necessity  —  Duplication  Allowed  in  Border  Teni* 
tory  Where  Physical  Connection  Is  Not  an  Adequate  Suhstitnte. 

Held:  That  as  the  lines  of  the  AUenton-Kohlsville  Telephone  Company, 
part  of  which  the  proposed  lines  of  the  applicant  will  parallel^  are  so 
situated  that  physical  connection  is  not  practical  as  a  means  of  affording 
to  the  present  and  prospective  subscribers  of  the  Allenton  eoiupany  tlie 
service  needed  by  them,  and  as  the  territory  in  question  is  border  terri- 
tory not  clearly  within  the  field  of  either  the  Allenton  company  or  the 
applicant,  public  convenience  and  necessity  require  the  extension  pro- 
posed by  the  applicant; 

That  the  decision  of  the  Commission  is  limited  to  the  peculiar  facts  of 
this  case.* 

Opinion  and  Decision. 

The  applicant,  Michael  T.  Gehl,  and  six  others,  residing 
along  a  highway  running  east  and  west  in  the  town  of  Addi- 
son, Washington  County,  Wisconsin,  propose  to  construct  a 
telephone  line  to  connect  their  various  residences  with  a  line 
of  the  Hartford  Rural  Telephone  Company  which  crosses 
at  right  angles  the  highway  on  which  the  proposed  line 
is  to  be  located.  The  Hartford  Rural  Telephone  Company 
is  willing  to  connect  with  the  proposed  line  and  give  its 
members  service,  but  objection  is  made  by  the  Allenton- 
Kohlsville  Telephone  Company,  a  public  utility  operating 
a  line  for  local  service  along  the  same  highway  on  which 
the  new  line  would  be  built.  A  hearing  was  held  in  the 
matter  at  Hartford  on  June  22,  1914,  at  which  the  appli- 
cants were  represented  by  Michael  T.  Gehly  the  Allenton- 
Kohlsville  Telephone  Company  by  M.  H.  Schmitt^  and  the 
Hartford  Rural  Telephone  Company  hy  A.  W.  Brown. 

The  proposed  line  would  be  a  little  over  two  miles  in 
length  and  would  run  for  most  of  its  distance  parallel  with 
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the  AIlenton-Kohlsville  line  on  the  same  highway.  The 
latter  line  now  serves  a  few  of  the  applicants,  who  propose 
to  discontinue  AUenton-Kohlsville  service  upon  becoming 
connected  with  the  Hartford  Rural  line.  The  remainder  of 
applicants  now  have  no  service,  although  the  AIlenton- 
Kohlsville  line  runs  past  the  residences  of  most  of  them. 
The  testimony  of  the  applicants  was  to  the  effect  that  their 
business  and  social  interests  lie  southward  in  the  direction 
of  Hartford,  while  the  only  connection  they  could  get  by 
using  the  AIlenton-Kohlsville  service  was  with  the  village 
of  Allenton,  several  miles  to  the  north,  and  with  other 
places  still  further  north.  Connection  between  Allenton 
and  Hartford  may  be  had  by  the  use  of  the  Wisconsin  Tele- 
phone Company's  toll  line,  but  this  necessitates  the  pay- 
ment of  a  15-cent  toll  per  message.  The  objection  of  the 
AIlenton-Kohlsville  Telephone  Company  to  the  construc- 
tion of  the  new  line  was  on  the  ground  that  it  would  com- 
pete directly  with  that  company's  line  on  the  same  high- 
way and  would  actually  deprive  that  line  of  subscribers. 
That  AIlenton-Kohlsville  Telephone  Company  presented  at 
the  hearing  a  statement  signed  by  two  of  the  applicants 
in  this  case  to  the  effect  that  they  had  been  under  a  mis- 
apprehension when  they  signed  the  application  and  that 
they  actually  desired  the  AIlenton-Kohlsville  service.  Two 
other  persons,  not  signers  of  the  petition,  also  signed  the 
AIlenton-Kohlsville  Telephone  Company's  petition,  and  ex- 
pressed themselves  as  being  satisfied  with  that  company's 
service. 

The  situation  with  regard  to  the  physical  location  of  the 
lines  of  the  Hartford  Rural  and  AIlenton-Kohlsville  tele- 
phone companies  seems  to  be  such  that  a  physical  con- 
nection between  them  would  be  impracticable.  The  two 
companies  do  not  enter  any  community  where  the  estab- 
lishment of  a  switch  would  be  possible,  and,  in  fact,  at  the 
present  time  there  is  no  point  of  contact  whatever  between 
them,  since  the  Allenton  line  terminates  half  a  mile  short 
of  the  north  and  south  road  on  which  the  Hartford  line  is 
built.     To  attach  the  loaded  line  of  the  Hartford  company 
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to  the  loaded  line  of  the  AUenton  company  by  merely  tying 
one  to  the  other  without  a  switch  would,  of  course,  result 
in  the  establishment  of  a  single  line  greatly  overloaded. 
The  only  possible  means  of  physical  connection  between 
the  companies  would  be  a  new  line  constructed  between 
AUenton  and  Hartford  and  carrying  no  subscribers.  Such 
a  line  would  necessarily  be  something  over  ten  miles  in 
length  and  if  such  line  were  to  be  constructed  it  would  have 
to  be  used  rather  as  a  toll  line  than  merely  as  a  means  of 
physical  connection,  since  neither  company  could,  presum- 
ably, afford  to  erect  and  maintain  so  long  a  line  for  free 
interchange  of  messages.  The  evidence  indicates  that 
Hartford  and  AUenton  are  centers  of  population  quite  dis- 
tinct from  one  another.  One  is  located  on  the  Chicago, 
Milwaukee  and  St.  Paul  line,  and  the  other  on  the  **  Soo  " 
line,  and  railroad  connection  is  not  direct.  The  testimony 
seems  to  indicate  that  a  person  in  the  region  involved  in 
this  case  having  business  and  social  interests  in  Hartford 
would  not  be  likely  to  have  any  in  AUenton,  and  vice  versa. 
The  testimony  also  tends  to  show  that  the  east  and  west 
highway  on  which  the  proposed  line  would  be  constructed 
is  about  the  boundary  line  between  the  rural  community 
tributary  to  AUenton  and  that  tributary  to  Hartford;  in 
fact,  four  of  the  residents  along  this  highw^ay  are  interested 
in  the  present  application  and  desire  to  have  connection 
tow^ard  Hartford,  while  at  least  as  many  more  of  the  resi- 
dents along  this  highway  have  expressed  their  preference 
for  service  toward  AUenton. 

In  border  territories  like  that  involved  in  this  case,  there 
is  sometimes  presented  a  situation  where  some  overlapping 
of  telephone  lines  is  required  in  order  that  public  con- 
venience and  necessity  with  regard  to  telephone  service 
may  be  fully  satisfied.  While  such  overlapping  may  at 
times  do  some  injury  to  one  of  the  companies  and  the  gen- 
eral policy  of  the  law  is  usually  against  the  duplication 
of  lines  which  will  impair  investments,  stiU  it  is  also  true 
that  the  convenience  and  necessity  of  the  public  itself  in 
the  matter  of  telephone  service  is  the  paramount  considera- 
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tion,  and  where  the  public  needs  can  only  be  satisfied  by 
permitting  a  certain  amount  of  overlapping,  the  doctrine 
of  protection  for  existing  interests  cannot  be  carried  to  its 
full  length. 

Ordinarily,  in  a  situation  of  this  kind,  the  remedy  sanc- 
tioned by  the  policy  of  the  law  is  that  of  a  physical  connec- 
tion. Clearly,  if  a  connection  between  the  Allenton  and 
Hartford  lines  could  be  established  under  such  circum- 
stances that  a  subscriber  of  one  company  could  converse 
with  a  subscriber  of  the  other,  at  a  very  small  cost  for 
transfer  of  messages,  and  without  any  appreciable  cost  for 
long  distance  transmission,  there  would  be  no  public  neces- 
sity for  the  construction  of  the  new  line.  This  Commission 
has  had  occasion  in  the  past  to  point  out  to  persons  or  com- 
panies desiring  to  extend  lines  in  duplication  of  other  lines, 
that  public  convenience  and  necessity  will  be  best  satisfied 
by  a  physical  connection  and  no  duplication  of  lines  is 
needed.  The  situation  here  appears  to  be  different,  how- 
ever. The  highway  in  question  is  the  south  boundary  of 
one  line  and  the  northern  or  northwestern  boundary  of  the 
other.  The  lines  reach  no  common  point  and  a  physical 
connection  as  distinguished  from  the  establishment  of  a 
long  distance  toll  service  between  the  companies  seems  to 
be  practically  impossible.  Under  these  circumstances  it 
may  well  be  that  the  needs  of  the  public  can  be  best  satisfied 
by  permitting  the  construction  of  the  line  proposed  by  the 
applicant. 

It  is  not  often  that  a  situation  involving  just  the  par- 
ticular elements  that  are  present  in  this  case  is  brought 
before  the  Commission,  and  until  another  situation  devel- 
ops which  is  similar  in  all  respects  the  action  taken  in  this 
case  should  not  be  looked  upon  as  a  precedent.  Usually 
there  is  either  the  possibility  of  physical  connection,  or  the 
territory  involved  in.  the  case  is  quite  clearly  within  the 
field  of  one  company  or  the  other.  There  is  usually,  of 
course,  no  public  convenience  and  necessity  which  will  re- 
quire a  telephone  company  to  extend  into  territory  clearly 
outside  of  its  proper  field  merely  because  someone  in  the 
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territory  wants  to  reach  persons  served  by  the  company 
in  question.  But  here  the  highway  involved  in  the  case 
seems  to  be  actually  the  boundary  between  the  two  com- 
munities, as  nearly  as  such  boundary  can  be  ascertained. 

Another  matter  to  be  considered  in  this  case  is  that  the 
construction  of  the  proposed  line  will  not  result  in  great 
loss  to  the  AUenton-Kohlsville  Telephone  Company.  About 
two  subscribers  will  be  lost  to  it,  but  several  will  remain 
on  its  line  on  the  highway  in  question,  and  the  actual 
diminution  of  the  company's  revenue  will  not  be  great 
enough  to  be  material.  This,  of  course,  does  not  mean  that 
duplication  of  lines  is  to  be  permitted  merely  because  it 
has  only  a  small  effect  on  the  revenues  of  the  other  com- 
pany ;  but,  taken  in  connection  with  the  circumstances  of 
this  case,  the  fact  that  the  loss  to  the  Allenton-Kohlsville 
Telephone  Company  will  not  be  serious  is  worthy  of  con- 
sideration. 

We  believe  the  facts  disclosed  in  this  case  warrant  the 
finding  that  public  convenience  and  necessity  require  the 
construction  of  the  line  proposed  by  the  applicant,  and  a 
declaration  to  that  effect  will,  therefore,  be  made. 

We  find  and  determine  that  public  convenience  and  neces- 
sity require  the  construction  of  the  line  for  telephone  serv- 
ice in  the  town  of  Addison,  Washington  County,  Wisconsin, 
in  the  manner  proposed  by  the  applicant,  Michael  T.  GeU, 
and  others,  and  designated  in  the  diagram  attached  to  the 
application  herein. 

Dated  this  twenty-first  day  of  July,  1914. 


In  re  Investigation  on  Motion  of  the  Commission  of  ths 
Service  of  the  People's  Telbphonb  Company  and  thi 
Wisconsin  Telephone  Company  at  Faix,  Rivbb,  Wis- 
consin. 

Decided  July  28,  1914. 

Bxtenaion  of  Line  into  Occniiled  Field  Not  Beqnired  Wlien  Serrioe  of  tti 
Oocupylng  OompMiy  ii  Adegnato. 

Held:  That  where  adequate  service  can  be  rendered  by  the  oompeBy 
already  in  the  field,  the  Commission  will  not  authorize,  much  less  requim 
the  extension  of  the  lines  of  another  company  into  that  terrrk^p 
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Oertlflc&te  of  Pnbllc  Oonyenieiice  and  Neceasity  Required  Before  Company 

Operating  a  Toll  Station  in  a  Oommunity  May  Establisli  Stations 

for  Service  Local  in  Character. 

Held:  That  a  company  which  has  a  toll  station  in  a  locality  is  not 
obliged  to  establish  in  that  locality  other  stations  for  service  local  in 
character; 

That  such  a  company  could  establish  local  service  only  after  obtaining 
the  approval  of  the  Commission.* 

Opinion  and  Decision. 

This  is  an  investigation  on  motion  of  the  Commission  of 
the  service  rendered  by  the  People's  Telephone  Company 
and  the  Wisconsin  Telephone  Company  at  Fall  River, 
which  was  instituted  following  the  receipt  of  a  complaint 
signed  by  eight  residents  of  that  village.  This  complaint 
alleges  in  substance  that  the  service  of  the  People's  Tele- 
phone Company  is  inadequate  because  of  poor  equipment 
and  inefficient  operation;  that  the  Wisconsin  Telephone 
Company  formerly  operated  telephones  within  the  village 
of  Fall  River  connected  directly  with  its  Columbus  ex- 
change, but  that  since  a  physical  connection  has  been  estab- 
lished between  it  and  the  People's  Telephone  Company,  it 
has  withdrawn  this  service  except  to  one  patron  who  still 
retains  his  telephone  connection  with  Columbus;  that  an 
additional  fee  of  $3.00  is  charged  subscribers  of  the  Peo- 
ple's Telephone  Company  at  Fall  River  for  connection  with 
Columbus  and  for  printing  their  names  in  the  Columbus 
directory  of  the  Wisconsin  Telephone  Company;  that  but 
two  toll  lines  are  operated  between  the  Fall  River  and 
Columbus  exchanges,  which  toll  lines  are  inadequate  for 
the  traffic;  and  that  direct  connection  over  the  lines  of  the 
Wisconsin  Telephone  Company  is  necessary  for  the  ade- 
quate service  of  business  men  and  other  residents  of  Fall 
River.  The  Commission  is  asked  to  require  the  People's 
Telephone  Company  to  furnish  adequate  service,  and  to 
authorize  and  direct  the  Wisconsin  Telephone  Company 
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to  furnish  direct  service  to  such  business  men  and  residents 
of  Fall  River  as  desire  it. 

A  hearing  was  held  on  March  23,  1914,  at  Fall  River. 
George  E.  Bunsa  appeared  for  the  complainants,  Doerfler, 
Green  and  Bender j  by  T.  H.  Sanderson^  for  the  People  ^s 
Telephone  Company,  and  J.  F.  Krizek  and  F.  M.  McEniry 
for  the  Wisconsin  Telephone  Company. 

Witnesses  for  the  complainants  conceded  at  the  hearing 
that  the  service  of  the  People's  Telephone  Company  had 
shown  marked  improvement  since  the  filing  of  the  com- 
plaint, and  that  it  is  now  satisfactory  in  most  respects.  In 
view  of  this  fact  and  the  further  consideration  that  the 
Commission  is  now  engaged  in  formulating  general  stand- 
ards of  adequate  telephone  service  which  will  be  made 
effective  in  the  near  future,  it  appears  inadvisable  to  take 
any  action  with  reference  to  that  phase  of  the  complaint 
at  the  present  time.  Our  decision  as  to  the  adequacy  of 
the  service  of  the  People's  Telephone  Company  will,  there- 
fore, be  held  in  abeyance. 

In  our  judgment  the  extension  of  the  service  of  the  Wis- 
consin Telephone  Company  into  the  territory  already  occu- 
pied by  the  local  company  is  not  warranted  by  the  local 
conditions.  Such  an  extension  would  inevitably  result  in 
duplication  of  equipment  and,  unless  carefully  safeguarded, 
in  the  ultimate  ousting  of  the  less  powerful  company.  It 
is  the  express  intent  of  Chapter  610  of  the  Laws  of  1913 
to  eliminate  the  waste  of  such  unwarranted  competition, 
and  the  Commission  has  repeatedly  refused  to  countenance 
the  extension  of  lines  where  adequate  service  can  be  ren- 
dered by  the  company  already  in  the  field.  That  it  is 
physically  possible  for  the  People's  Telephone  Company 
to  render  adequate  service  with  its  local  exchange  and  with 
a  sufficient  number  of  direct  connecting  lines  between  its 
Fall  River  exchange  and  the  Columbus  exchange  of  the 
Wisconsin  Telephone  Company  cannot  be  questioned.  It 
would,  therefore,  be  contrary  to  the  established  policy  of 
the  legislature  and  of  this  Commission  to  permit  or  require 
the  extension  of  the  Wisconsin  Telephone  Company 's  lines 
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into  Fall  River  for  local  service,  even  though  such  action 
were  legally  possible. 

However,  in  the  present  case  the  Commission  is  without 
jurisdiction  to  require  such  an  extension.  The  Wisconsin 
Telephone  Company  maintains  one  toll  station  within  the 
village  limits  of  Fall  River,  connected  directly  with  its 
Columbus  exchange.  It  is  impossible  for  the  proprietor 
of  this  station  to  be  connected-  with  other  residents  of  Fall 
River  without  making  use  of  both  the  Columbus  and  Fall 
River  exchanges  and  the  physical  connection  between  the 
two  companies.  This  cannot  be  regarded  as  local  seryice, 
and  the  Wisconsin  Telephone  Company  is  not  obliged  to 
establish  other  stations  in  the  village  which  would  render 
its  service  local  in  character.  On  the  contrary,  such  exten- 
sion of  its  service  could  only  be  made  after  filing  notice 
with  and  securing  the  approval  of  this  Commission  under 
Chapter  610,  Laws  of  1913. 

The  prayer  of  the  complaint  for  the  extension  of  the 
service  of  the  Wisconsin  Telephone  Company  into  Fall 
River  is,  therefore,  dismissed. 

Dated  at  Madison,  Wisconsin,  this  twenty-eighth  day  of 
July,  1914. 


In  the  Matter  of  the  Proposed  Extension  of  the  Line  of 
THE  East  Valley  Telephone  Company  in  the  Towns 
OF  Scott  and  Sherman,  Sheboygan  County,  Wis- 
consin. 

Decided  July  31,  1914, 

Extension  of  Lines  into  Unoccupied  Territory. 

Upon  notification  by  the  East  Valley  Telephone  Company  of  a  pro- 
posed extension  of  its  lines  in  the  towns  of  Scott  and  Sherman,  it  ap- 
peared that  tlie  extension  had  already  been  built,  running  easterly  from 
a  point  on  the  East  Valley  line  into  territory  in  which  no  telephone  line 
was  then  in  existence.  The  eastern  end  of  the  extension  was  about  a 
mile  west  of  the  nearest  point  on  the  Random  Lake  Telephone  Company^s 
line.    The  Random  l^ake  Telephone  Company  filed  its  objection. 
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Unwilfnl  Violation  of  the  "  Pnblic  €k>nveiiieiice  and  NacMiity  "  Law. 

Held:  That  although  the  East  Valley  company  had  constructed  its 
line  subsequent  to  the  passage  of  the  "public  convenience  and  necessity" 
law,  and  without  obtaining  the  permission  of  the  Commission,  nevertheleK 
as  the  violation  of  the  law  was  un wilful,  it  is  the  policy  of  the  Commis- 
sion to  treat  the  matter  as  though  the  legal  requirements  had  been  com- 
plied with  and  not  to  require  the  removal  of  the  line  unless  the  circum- 
stances were  such  as  would  have  necessitated  a  finding  adverse  to  the  con- 
struction of  the  line  had  the  proper  proceedings  been  taken  in  the  fint 
place. 

Public  OonTenience  and  NecoBsity. 

Held:  That  when  territory  is  entirely  unoccupied  there  is  a  plain 
public  convenience  and  necessity  requiring  some  telephone  service,  and 
when  one  company  is  aggressive  enough  in  the  promotion  of  its  business 
to  take  steps  toward  entering  the  territory,  it  is  difficult  to  say  there  is 
no  public  convenience  and  necessity  requiring  its  line. 

That  had  the  East  Valley  Telephone  Company  notified  the  Commis- 
sion in  the  regular  way  of  its  proposed  extension,  it  would  have  been 
impossible  to  find  that  public  convenience  and  necessity  did  not  require 
the  extension.    No  wilful  violation  of  the  law  is  evident. 

The  Commission  refused  to  take  any  action  looking  toward  the  with- 
drawal of  the  East  Valley  Telephone  Company  from  the  territor>-  in 
which  the  extension  was  built. 

Choice  of  ProspectiTe  SubBcribers  —  Physical  OonnactioiL 

It  appeared  that  certain  persons  living  along  the  extension  made  by  the 
East  Valley  company  preferred  the  service  of  the  Random  Lake  Telephone 
Company  as  their  business  and  social  interests  were  in  the  direction  of 
Random  Lake. 

Held:  That  it  is  almost  inevitable  in  the  case  of  an  extension  of  i 
telephone  line  the  unoccupied  territory  situated  between  two  companies 
that  some  of  the  residents  will  prefer  the  service  of  the  company  which  is 
not  making  the-  extension. 

That  the  remedy  for  this  situation  is  a  physical  connection  betwetf 
the  companies  by  which  messages  can  be  interchanged  and  the  required 
service  furnished  without  duplication  of  lines.* 

Opinion  and  Decision. 

On  August  26, 1913,  the  East  Valley  Telephone  Company 
notified  this  Commission  of  a  proposed  extension  of  '\^ 


*  Editor's  headnote. 
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line  in  the  towns  of  Scott  and  Sherman,  Sheboygan  County, 
Wisconsin.  Upon  investigation  by  the  Commission  it  was 
found  that  the  extension  had  already  been  built.  The 
extension  thus  constructed  is  about  two  and  a  half  miles 
in  length,  running  in  an  easterly  direction  from  a  point  on 
the  East  Valley  line  into  territory  in  which  no  telephone 
line  was  then  in  existence.  The  eastern  end  of  the  exten- 
sion was  about  a  mile,  more  or  less,  west  of  the  nearest 
point  on  the  Random  Lake  Telephone  Company's  line,  and 
that  company  objected  to  the  extension  for  the  reason  that 
it  considered  the  territory  to  belong  to  itself.  An  informal 
conference  was  held  on  the  matter  in  September,  1913,  but 
it  was  not  made  to  appear  clearly  what  the  needs  of  the 
residents  along  the  new  East  Valley  line  were,  and  the 
matter  was  allowed  to  rest  during  the  winter  in  order  to 
afford  more  opportunity  for  a  determination  of  the  actual 
situation.  Certain  residents  near  the  western  end  of  the 
new  extension  who  had  been  desirous  of  obtaining  Random 
Lake  service  when  the  matter  first  came  up,  renewed  their 
request  for  such  service  early  in  the  spring  of  the  present 
year,  and  the  matter  was  set  for  a  final  hearing  at  Random 
Lake  on  May  15,  1914.  At  this  hearing  the  East  Valley 
Telephone  Company  was  represented  by  P.  G.  Van  Blar- 
com  and  August  G.  Bartelty  and  the  Random  Lake  Tele- 
phone Company  by  EthU  C.  Thiel. 

There  is  no  doubt  that  the  construction  of  the  East 
Valley  line  in  the  fall  of  1913  in  the  manner  above  described 
was  technically  a  violation  of  Chapter  610  of  the  Laws  of 
1913.  That  chapter  went  into  effect  July  10, 1913,  and  the 
construction  of  the  line  was  not  begun  until  after  this  date. 
For  the  first  few  weeks  after  the  law  became  effective,  how- 
ever, there  was  not  a  clear  understanding  of  its  provisions 
and  requirements  among  the  telephone  utilities  of  the 
State,  and  for  this  reason  the  Commission  has  been  dis- 
posed in  cases  of  unwilful  violation  of  the  law  during  the 
period  in  question  to  treat  the  matter  as  though  the  legal 
requirements  had  been  complied  with  and  not  to  require 
the  removal  of  the  line  unless  the  circumstances  were  such 
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as  would  have  necessitated  a  finding  adverse  to  the  con- 
struction of  the  line  had  the  proper  proceedings  been  taken 
in  the  first  place. 

In  the  present  case,  the  line  was  built  into  new  and 
unoccupied  territory.  The  Random  Lake  Telephone  Com- 
pany, according  to  the  testimony,  hauled  poles  into  this 
territory  about  the  time  the  East  Valley  Telephone  Com- 
pany built  its  line,  but  the  latter  company  proceeded  with 
the  construction  of  the  line  more  promptly  and  forestalled 
the  Random  Lake  company.  The  latter  company,  however, 
had  not  instituted  any  proceedings  before  the  Conunission 
with  a  view  to  obtaining  the  right  to  build  a  line.  Ordi- 
narily, when  territory  is  entirely  unoccupied,  there  is  a 
plain  public  convenience  and  necessity  requiring  some  tele- 
phone service,  and  when  one  company  is  aggressive  enough 
in  the  promotion  of  its  business  to  take  steps  toward  enter- 
ing the  territory,  it  is  diflScult  to  say  there  is  no  public  con- 
venience and  necessity  requiring  its  line.  Thus,  it  is  very 
unlikely  that  the  Commission  could  have  made  a  finding 
adverse  to  the  East  Valley  Telephone  Company  had  its 
notice  been  filed'  in  the  usual  way  and  in  strict  compliance 
with  the  law. 

The  evidence  shows  that  several  persons  living  along  the 
last  mile  of  the  extension  made  by  the  East  Valley  Tele- 
phone Company  desire  the  Random  Lake  Telephone  Com- 
pany's service  and  do  not  wish  to  take  the  service  of  the 
East  Valley  company.  The  reason  for  their  choice  is  the 
preponderance  of  their  business  and  social  interests  in  the 
direction  of  Random  Lake  over  those  in  the  direction  of 
the  East  Valley  line.  The  remedy  for  this  situation,  how 
ever,  is  a  physical  connection  between  the  companies  by 
which  messages  can  be  interchanged  without  the  duplica- 
tion of  lines.  It  is  almost  inevitable  that  in  case  of  an 
extension  of  a  telephone  line  into  unoccupied  territory 
intermediate  between  two  companies,  some  of  the  r?sideiit8 
will  prefer  the  service  of  the  company  which  is  not  making 
the  extension,  and  in  some  such  cases  where  physical  con- 
nection is  not  feasible  it  has  been  found  necessary  to  per 
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mit  some  overlapping  and  paralleling  of  telephone  lines  in 
order  to  serve  the  real  public  needs.  Here,  however,  a 
physical  connection  is  not  only  feasible  but  is  in  process 
of  construction  between  the  two  companies,  and,  we  are 
advised,  will  soon  be  in  operation.  If  it  is  not  completed 
as  soon  as  it  should  be  or  is  not  operated  upon  reasonable 
terms,  the  diflBculty  can  be  remedied  by  application  to  the 
Commission. 

It  follows  from  what  has  been  said  that  had  the  East 
Valley  Telephone  Company  notified  this  Commission  in 
the  regular  way  of  its  proposed  extension,  and  had  the 
same  facts  been  brought  out  in  support  of  its  proposition 
that  are  now  before  the  Commission,  it  would  have  been 
impossible  to  find  that  public  convenience  and  necessity  did 
not  require  the  extension.  The  evidence  does  not  indicate 
any  wilful  violation  of  the  law  by  the  company,  but  rather 
a  failure  to  comprehend  its  requirements.  Under  these 
circumstances,  no  action  will  be  taken  by  the  Commission 
looking  toward  the  withdrawal  of  the  East  Valley  Tele- 
phone Company  from  the  territory  in  which  the  new  exten- 
sion was  built. 

Dated  at  Madison,  Wisconsin,  this  thirty-first  day  of 
July,  1914. 


In  the  Matter  of  the  Application  of  the  Cascade  Tele- 
phone Company  for  Authority  to  Increase  Rates. 

Decided  August  5,  1914. 
IncreaM  In  Bates  —  Discount  for  Prom]^  Payment. 

Opinion  and  Decision. 

The  present  rates  of  the  applicant  are  stated  to  be  $1.00 
per  month  on  all  party  lines  having  two  or  more  'phones, 
and  $1.25  per  month  on  all  single  party  lines.  The  applica- 
tion is  for  authority  to  increase  the  rate  to  $1.25  per  month 
on  all  party  lines  having  two  or  more  'phones,  and  $1.50  per 
month  on  all  single  party  lines. 
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Hearing  was  held  at  the  office  of  the  Railroad  Commission 
at  Madison  on  May  20,  1914.  J.  E.  Hoffman  appeared  for 
the  petitioner.    There  were  no  appearances  in  opposition. 

The  hearing  disclosed  that  the  company  had  been  in 
operation  about  two  years :  That  there  had  been  expended 
in  the  construction  of  the  system  a  sum  of  about  $6,000; 
that  the  income  from  operation  was  not  sufficient  to  pay  a 
fair  return  upon  the  capital  invested  after  operating  ex- 
penses were  met ;  and  that  certain  extensions  and  improve- 
ments were  desired  to  be  made  for  which  it  would  be 
necessary  to  raise  additional  capital.  It  was  testified  that 
the  earnings  from  operation  during  the  year  1913  amonnted 
to  approximately  $1,748.70  of  which  some  $250  remained 
uncollected  at  the  close  of  the  year's  business.  The  oper- 
ating expenses  were  stated  to  be  $1,435.71,  »but  from  the 
testimony  it  seemed  that  certain  amounts  were  included  in 
that  sum  which  were  not  properly  chargeable  to  operating 
expense.  The  absence  of  adequate  financial  reports  made 
it  necessary  to  examine  the  books  and  vouchers  of  the  com- 
pany to  determine  what  items,  if  any,  were  improperly 
given  as  elements  of  the  operating  expense.  Such  an  exam- 
ination was  made  with  the  result  that  many  small  it^ms 
which  were  charged  on  the  books  of  the  company  as  expense 
of  operation  were  eliminated  as  properly  belonging  in  the 
construction  accounts. 

The  total  disbursements  for  the  year  1913  approximated 
the  sum  of  $2,066.31.  Of  this  amount  some  $867  appears  to 
have  been  expended  in  construction,  thus  leaving  approxi- 
mately $1,200  for  operation  of  the  system. 

The  cost  of  operation  per  subscriber  is,  therefore,  slightly 
in  excess  of  nine  dollars.  This  figure  is  perhaps  somewhat 
higher  than  the  normal  operating  cost  of  telephone  systems 
of  the  size  and  character  of  the  one  under  consideration. 
The  company  has  54  miles  of  wire  line,  giving  service  to 
132  substations.  The  system  is  evidently  a  very  compact 
one.  It  would  naturally  be  concluded  that  in  a  situation  of 
this  kind  the  operating  costs  would  run  slightly  below 
rather  than  slightly  above  normal.    It  may  be  said,  hov- 
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ever,  that  the  company  affords  exchange  with  the  Pljinouth 
Telephone  Company  for  which  it  pays  the  latter  15  cents 
per  'phone  per  month.  For  this  service  no  additional 
charge  is  made  to  the  subscriber. 

Deducting  the  operating  expenses  from  the  gross  earn- 
ings the  surplus  available  for  interest  and  depreciation 
appears  to  be  $548.70,  a  sum  scarcely  sufficient  to  meet  a 
fair  allowance  for  those  items.  If  the  rate  for  two  or  more 
party  service  were  raised  15  cents  per  month  the  resulting 
increase  in  gross  earnings  would  be  $237.60  —  there  being 
at  the  present  time  no  subscriber  taking  single  party 
service.  This  would  increase  the  allowance  for  deprecia- 
tion and  interest  to  $786.30,  which  is  approximately  13  per 
cent,  on  the  amount  of  the  investment,  or  a  6  per  cent, 
allowance  for  depreciation  and  7  per  cent,  for  interest. 
This  would  seem  to  adequately  meet  the  requirements  of 
the  company. 

Some  difficulty  has  been  experienced  by  the  company  in 
enforcing  the  prompt  payment  of  bills,  and  a  desire  was 
expressed  at  the  hearing  that  a  discount  provision  be  made 
in  the  rates  established  in  order  to  make  it  an  object  to  a 
customer  to  pay  promptly.  This  suggestion  is  in  accord- 
ance with  the  practice  of  telephone  companies  in  general, 
and  with  the  previous  holdings  of  this  Commission. 

It  is,  therefore,  ordered^  That  the  applicant  herein,  the 
Cascade  Telephone  Company,  be  authorized  to  discontinue 
the  rates  now  in  force  and  to  substitute  therefor  the  follow- 
ing schedule. 

$1.25  per  month  for  two  or  more  party  'phone. 

$1.50  per  month  for  single  party  'phone. 
Bills  to  be  paid  quarterly  in  advance  on  the  first  of  January,  April, 
July  and  October,  and  a  discount  of  10  cents  per  'phone  per  month,  to  be 
granted  subscribers  paying  within  one  month. 

Dated  as  Madison,  Wisconsin,  this  fifth  day  of  August, 
1914. 
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In  the  Matter  of  the  Proposed  Extension  of  the  Cornell. 
Telephone  Company  in  the  Town  of  Holcombe,  Chip- 
pewa County,  Wisconsin. 

Decided  August  7,  1914. 

Public  OonYcnlence  and  Necessity — Extension  of  Lines  for  Local  Seryica 
—  Certificate   of  Public  Convenience   and  Necessity  a  Con- 
dition Precedent  to  Fnmisliing  of  Local  Service 
by    Company    Operating    Only    Toll 
Station  in  Territory  in  Question. 

The  Cornell  Telephone  Company  having  filed  notice  of  its  intention 
to  extend  its  telephone  line  for  the  purpose  of  giving  local  service  in 
the  town  of  Holcombe,  the  Chippewa  Comity  Telephone  Company  and 
the  N.  H.  Deuel  Telephone  Company,  operating  in  Holcombe,  filed  their 
objections. 

It  appeared  that  two  extensions  of  the  Cornell  company's  line  had 
already  been  made  under  a  misapprehension  that  the  service  given  was 
in  an  incorporated  village,  and  that,  upon  the  discovery  being  made  that 
the  village  was  not  incorporated,  service  to  the  three  subscribers  who 
had  been  connected  was  discontinued  to  permit  the  company  to  comply 
with  the  requirements  of  the  law.  It  further  appeared  that  one  of  the 
extensions  had  been  made  primarily  for  the  purpose  of  caiTying  the 
company's  toll  line. 

Held:  That  the  fact  that  the  extension  was  made  for  the  purpose  of 
furnishing  toll  service  does  not  make  permissible  the  giving  of  loeal 
service  from  lines  attached  thereto  unless  the  requirements  of  the  law 
relating  to  local  extensions  are  complied  with  first. 

Inyasion  of  Occupied  Field  —  Adequacy  of  KxiBting  Service. 

The  Commission  found  that  the  Chippewa  County  company  had  lines 
in  operation  along  both  of  the  highways  upon  which  the  Cornell  company 
had  extended  its  lines,  that  there  was  no  public  demand  for  local  sendee 
that  the  Chippewa  County  company  could  not  meet,  and  that  such  demand 
for  additional  service  to  Chippewa  Falls  as  existed  in  Holcombe  could 
readily  be  met  by  a  physical  connection  between  the  lines  of  the  Cornell 
company  and  those  of  the  Chippewa  County  company. 

Held:  That  public  convenience  and  necessity  did  not  require  the  ex- 
tensions made  by  the  Cornell  company; 

That  all  local  ser\nce  given  from  such  extensions  should  be  peinnanently 
discontinued. 

Ordered,  accordingly.* 


*  Editor's  headnote. 
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Opinion  and  Decision. 

On  July  8,  1914,  the  Cornell  Telephone  Company  gave 
notice  to  this  Commission  of  a  proposed  extension  of  its 
line  in  the  town  of  Holcombe,  Chippewa  County.  Notice 
was  served  as  provided  by  law  upon  the  other  companies 
operating  in  that  town,  namely,  the  Chippewa  County  Tele- 
phone Company  of  Chippewa  Falls,  the  Cadott  Telephone 
Company  of  Cadott,  the  N.  H.  Deuel  Telephone  Company 
of  Arnold  and  the  Rusk  County  Telephone  Company  of 
Ladysmith.  Objection  to  the  extension  was  made  by  the 
Chippewa  County  Telephone  Company  and  the  N.  H.  Deuel 
Telephone  Company,  and  a  hearing  was  held  at  Chippewa 
Falls,  July  27, 1914,  to  ascertain  whether  or  not  puhlic  con- 
venience and  necessity  would  be  best  subserved  by  allowing 
the  extension  to  be  made.  The  appearances  were :  For  the 
Cornell '  Telephone  Company,  P.  J.  Skolsky  and  J.  F. 
Krizek;  for  the  Chippewa  County  Telephone  Company, 
T.  J.  Connor;  for  the  Cadott  Telephone  Company,  Ole  Jen- 
sen; for  the  N.  H.  Deuel  Telephone  Company,  N.  H.  Deuel. 

It  developed  at  the  hearing  that  the  extensions  had  al- 
ready been  made  under  the  misapprehension  that  the 
service  given  was  in  an  incorporated  village,  and,  upon  the 
discovery  being  made  that  the  village  wa^  not  incorporated, 
service  to  the  three  subscribers  who  had  been  connected  was 
discontinued  to  permit  the  Cornell  Telephone  Company  to 
comply  with  the  requirements  of  the  law.  The  company 
was  giving  service  to  a  few  subscribers  in  the  village  prior 
to  July  10,  1913,  the  day  on  which  Section  1797m-74  of  the 
statutes  went  into  effect.  The  terminus  of  the  line  at  that 
time  was  at  the  corner  of  Main  and  Irvine  Streets.  Subse- 
quently, the  company  built  the  extensions  under  considera- 
tion, one  requiring  the  setting  of  three  poles,  running  east- 
erly toward  the  depot  along  Irvine  Street,  and  the  other 
requiring  the  setting  of  ten  poles,  running  northerly  along 
Main  Street.  Both  of  these  extensions  paralleled  existing 
lines  of  the  Chippewa  County  Telephone  Company.  It  may 
be  said  in  passing  that  the  Irvine  Street  extension  was 
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made  primarily  to  carry  the  toll  line  of  the  company,  the 
toll  station  having  been  changed  from  the  Holcombe  Hotel 
on  Main  Street  to  the  Folby  Hotel  on  Irvine  Street.  That 
the  poles  were  set  for  toll  purposes,  however,  would  not 
make  permissible  the  giving  of  local  telephone  service  from 
mres  attached  thereto,  unless  the  requirements  of  the  law 
relating  to  local  extensions  were  complied  with  first. 

The  village  of  Holcombe  is  a  small  community  of  per- 
haps three  or  four  hundred  inhabitants,  having  stores, 
hotels  and  other  business  enterprises.  It  can  readily  be 
understood  that  one  not  residing  in  the  community  and  un- 
familiar with  the  village  affairs,  should  assume  that  the 
place  was  incorporated.  The  manager  of  the  Cornell  Tele- 
phone Company,  it  appears,  is  also  manager  of  the  Wiscon- 
sin Telephone  Company  exchange  at  Chippewa  Falls.  The 
fact  that  he  was  not  thoroughly  acquainted  with  the  legal 
status  of  the  community  and  that  he  did  make  some  inquirj' 
to  ascertain  whether  or  not  the  place  was  incorporated,  goes 
only  to  show  that  the  violation  of  the  law  was  not  wilful 
and  to  that  extent  pardonable.  It  does  not,  however,  re- 
move the  responsibility  resting  upon  the  Commission  to 
ascertain  whether  or  not  the  circumstances  are  such  as 
would  have  necessitated  a  finding  adverse  to  the  construc- 
tion of  the  lines  had  the  proper  legal  steps  been  taken  in  the 
first  place,  and  if  it  is  found  that  they  are,  to  require  the 
removal  of  the  lines  constructed.  We  are  forced  to  conclude 
that  the  facts  in  this  case  show  that  public  convenience  and 
necessity  do  not  require  the  extensions  made  by  the  Cornell 
Telephone  Company. 

The  evidence  shows  that  the  Chippewa  County  Telephone 
Company  has  lines  in  operation  along  both  of  the  highways 
upon  which  these  extensions  were  made.  It  shows  that  the 
Holcombe  Mercantile  Company,  to  reach  which  the  longer 
of  the  two  extensions  was  installed,  was  already  a  sub- 
scriber of  the  Chippewa  County  Telephone  Company.  K 
does  not  show  that  there  was  any  public  demand  for  service 
that  the  latter  company  could  not  have  met.  -Such  demand 
for  additional  service  in  Chippewa  Falls  as  the  evidence 
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shows  to  have  existed  in  Holcombe  could  have  readily  been 
met  by  physical  connection  between  the  t^vo  companies. 

It  is,  therefore,  ordered,  That  all  local  service  given  from 
such  lines  of  the  Cornell  Telephone  Company  as  were  con- 
structed in  the  town  of  Holcombe  since  July  10,  1913,  be 
permanently  discontinued. 

Dated  at  Madison,  Wisconsin,  this  seventh  day  of  August, 
1914. 


In  re  Investigation  on  Motion  of  the  Commission  of 
Standards  for  Telephone  Service  in  the  State  of 
Wisconsin. 

Dated  August  i.9,  1914. 
Standards  for  Telephone  Sefvlce  Establielied. 

Opinion  and  Decision. 

The  Wisconsin  law  requires  all  public  utilities  to  furnish 
adequate  service  and  empowers  the  Railroad  Commission 
to  formulate  standards  of  adequate  service.  Believing  that 
the  establishment  of  standards  for  telephone  service  would 
be  of  material  aid  in  bettering  such  service  throughout  the 
State,  an  investigation  of  the  matter  was  instituted  by  the 
Commission.  A  hearing  was  held  at  Madison  on  September 
23,  1913,  at  which  tentative  rules  were  discussed.  These 
tentative  rules  were  revised  in  the  light  of  the  testimony 
and  printed,  and  were  sent  with  notice  of  a  further  hearing 
to  all  telephone  utilities  in  the  State  and  other  interested 
parties.  The  second  hearing  was  held  at  Madison  on 
February  12,  1914. 

The  following  rules  and  explanations  are  the  result  of 
careful  study  and  have  been  formulated  after  full  con- 
sideration of  the  testimony  offered,  and  subsequent  cor- 
respondence with  reference  thereto.  In  our  judgment  they 
define  a  quality  of  service  which  will  be  economical  and  at 
the  same  time  reasonably  adequate  for  the  public.  We 
realize  that  it  is  impossible  in  the  present  stage  of  tele- 
phonic development  to  establish  general  rules  which  will 
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effectively  cover  every  contingency,  and  if  rigid  adherence 
to  the  rules  herein  prescribed  should  in  any  particular  case 
result  in  hardship  to  the  company  or  higher  rates  to  the 
consumer  without  a  commensura-te  betterment  in  service, 
application  should  be  made  to  the  Commission  for  a  modi- 
fication, giving  reasons  therefor.  The  Commission  through 
its  inspectors  will  require  full  compliance  with  the  rules 
except  in  cases  where  special  modifications  are  secured 
upon  individual  application. 

Rule  1.  Equipment  and  lines  shall  be  so  constructed  and 
maintained  as  to  elim^inate  all  cross-talk  and  noise ^  which 
unreasonably  interferes  with  the  transmission  of  messages 
for  ordinary  distances. 

Objectionable  noise  and  poor  transmission  frequently 
occur  where  ground  return  lines  are  in  service  or  where  the 
lines  are  in  close  proximity  to  power  lines.  Present  day 
construction  tends  to  eliminate  these  conditions,  and  should 
be  followed  wherever  practicable.  When  lines  are  recon- 
structed, or  when  new  lines  are  built,  metallic  circuits 
should  be  provided,  except  in  cases  where  adequate  service 
can  be  rendered  by  less  costly  construction.  Existing 
grounded  lines  should  be  replaced  by  full  metallic  circuits, 
if  adequate  service  in  any  particular  case  demands  such  a 
change. 

RtJLE  2.  The  number  of  subscribers  on  any  one  line  shall 
not  be  greater  than  that  consistent  with  adequate  service. 

All  new  construction  should  comply  with  this  require- 
ment. Where  existing  lines  are  overloaded,  steps  should 
be  taken  as  soon  as  practicable  to  rectify  this  condition  by 
increasing  the  number  of  lines.  Under  ordinary  circum- 
stances rural  lines  should  be  limited  to  ten  or  twelve  sub- 
scribers, but  in  special  cases  a  larger  number  may  be  justi- 
fied. Where  the  use  of  the  service  and  the  revenue  derived 
therefrom  warrants  such  action,  the  number  of  subscribers 
on  any  one  line  should  be  reduced  materially  below  this 
maximum.    Service  of  a  higher  class  should  be  rendered  to 
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subscribers  who  demand  and  who  are  willing  to  pay  the 
additional  cost  thereof. 

Rule  3.  Each  utility,  furnishing  service  alone  or  jointly 
with  other  utilities  in  two  or  more  cities,  villages  or  other 
exchange  points^  shall  provide  at  least  one  line  for  through 
traffic  between  such  points,  along  which  few  if  any  subscrib- 
ers' instruments  are  installed. 

Where  through  traflSc  is  light,  it  may  be  permissible  to 
install  instruments  for  local  service  along  through  lines, 
but  between  more  important  exchange  points  such  installa- 
tions should  not  be  made.  In  special  cases,  toll  stations 
may  be  installed  along  through  lines  until  such  time  as  the 
traffic  warrants  additional  lines.  This  rule  should  be 
adhered  to  whether  the  through  traffic  is  handled  on  a  toll 
basis  or  is  included  in  the  regular  charges  for  service. 

Rule  4.  Each  utility  shall  maintain  in  proper  condition 
the  lines,  instruments  and  other  equipment  used  on  its  sys- 
tem and  shall  make  such  tests  and  inspections  as  are  neces- 
sary. 

Inasmuch  as  the  nature  of  these  tests  and  inspections 
largely  depends  upon  the  kind  of  system,  the  character  of 
protective  devices  and  the  interference  from  storms  or 
other  external  sources  usually  experienced,  it  is  undesiraible 
to  specify  their  exact  nature  and  extent.  The  Commission, 
through  its  inspectors,  will  outline  the  character  of  tests 
and  inspections  necessary  in  particular  cases  upon  request 
of  the  utility,  and  will  make  such  suggestions  as  are  deemed 
expedient.  Signaling  equipment,  switchboard  cords  and 
other  equipment  requiring  frequent  attention  should  be 
kept  in  first  class  condition  at  all  times.  When  permanent 
repairs  cannot  be  immediately  effected,  such  temporary 
repairs  should  be  made  as  are  necessary  to  insure  a  prompt 
resumption  of  service,  pending  the  completion  of  the  per- 
manent work. 

Rule  5.  Ea^h  excliange  shall  have  sufficient  switchboard 
capacity  and  a  sufficient  operating  force  to  handle  the  traffic 


Digitized  by  LjOOQIC 


1130  Wisconsin  Railroad  Commission. 

[Wk 
at  all  times  with  reasonable  facility.    Traffic  studies  shaU 
be  made  and  recorded,  of  such  extent  and  frequency  as  io 
demonstrate  to  the  Commission  that  sufficient  equipment  is 
in  use  and  that  an  adequate  operating  force  is  employed. 

At  exchanges  where  operation  is  not  continuous,  provi- 
sion should  be  made  for  handling  emergency  calls  during 
such  hours  as  the  exchange  is  closed  for  regular  service. 

Traffic  studies  should  include  the  number  of  calls  made 
each  hour,  the  hour  of  heaviest  traffic,  the  variation  of  these 
conditions  with  the  day  of  the  week  or  month  or  with 
seasonal  conditions,  and  the  distribution  of  calls  among 
operators. 

Rule  6.  Reasonable  provision  shall  be  made  against  the 
failure  of  lighting  or  power  service,  fires  and  storms,  sud- 
den increases  in  traffic,  the  illness  of  operators,  or  other 
emergencies  which  would  seriously  impair  the  service  if  not 
promptly  met. 

An  exchange  should  not  be  left  in  the  sole  charge  of  one 
operator  unless  some  other  person  capable  of  operating  the 
exchange  is  within  reasonable  calling  distance.  Provision 
should  be  made  for  changing  to  another  system  of  ringing 
and  for  a  reserve  source  of  lighting  instantly  available  for 
the  operating  room.  A  reasonable  supply  of  repair  parts 
and  line  supplies  always  should  be  on  hand. 

Rule  7.  At  exchanges  serving  five  hundred  or  more  sub- 
scribers 94  per  cent,  of  the  calls  should  be  answered  withif^ 
ten  seconds  or  less.  At  all  other  regular  exchanges  90  per 
cent,  of  the  calls  should  be  answered  within  ten  seconds  or 
less.  At  small  exchanges  operated  in  connection  unth  other 
work,  slower  service  may  be  adequate.  Calls  shaU  be  care- 
fully supervised  and  parties  disconnected  promptly  after 
conversations  are  completed. 

Exchanges  now  operated  in  connection  with  other  work 
should  be  provided  with  operators  devoting  their  entire 
time  to  the  switch'board  whenever  such  a  change  is  justified 
by  the  traffic  and  the  revenue  derived  therefrom. 
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Rule  8.  Suitable  rules  and  instructions  shall  be  adopted 
covering  the  phraseology  and  methods  to  be  employed  by 
operators  in  handling  regular  and  special  calls. 

Speed,  accuracy  and  reliability  are  of  vital  importance 
in  telephonic  efficiency,  and  a  definite  plan  of  operation  is 
necessary  to  establish  these  qualities  of  service.  Patrons 
should  be  required  to  call  by  number  wherever  practicable. 
In  order  to  avoid  giving  the  wrong  number  it  is  advisable 
for  operators  to  repeat  the  number  to  the  subscriber  before 
making  the  connection.  Telephone  courtesy  is  extremely 
important  in  stimulating  the  growth  of  the  business  and  in 
eliminating  dissatisfaction  and  complaints.  It  should  be 
required  of  all  employees  and  generally  encouraged.  Em- 
ployees must  not  *'  listen  in  "  on  lines  except  when  it  is 
an  operating  necessity.  Care  must  be  taken  to  avoid  divert- 
ing business  from  a  subscriber  to  his  competitors,  or  dis- 
criminating between  subscribers  in  the  attention  given  their 
calls. 

Rule  9.  Directories  in  which  1,500  or  more  subscribers 
are  listed  shall  be  revised  at  least  semi-annually.  All  other 
directories  shall  be  revised  at  least  once  each  year.  All 
directories  shall  be  dated. 

This  rule  is  general  and  will  apply  under  ordinary  con- 
ditions. However,  in  cases  where  the  changes  to  be  made 
are  so  few  as  to  become  practically  negligible,  it  may  be 
unnecessary  to  revise  the  directory  within  the  time  limit. 
In  some  instances  it  may  be  desirable  to  make  revisions 
more  frequently  than  specified  in  the  rule.  The  matter  is 
one  which  should  be  governed  by  the  number  of  changes 
which  are  necessary. 

Rule  10.  Directories  shall  contain  such  instructions  and 
rules  governing  local  and  toll  service  and  methods  of  pay- 
ment as  may  be  necessary  to  inform  subscribers  of  their 
rights  and  obligations. 

It  may  be  found  desirable  to  publish  the  Commission's 
rules,  illustrations  showing  the  proper  method  of  speaking 
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into  transmitters,  suggestions  as  to  enunciation,  time  and 
method  of  payment  for  service,  and  other  information, 
varying  with  different  exchanges,  which  will  tend  to  pro- 
mote business  efficiency  and  precision  of  operation. 

Rule  11.  Reasonable  efforts  shall  be  made  to  eliminate 
interruptions  and  irregularities,  and  to  correct  them 
prompiiy  when  they  occur.  Records  shall  be  kept  of  all 
complaints  of  irregularities  in  the  service,  showing  the  day 
and  time  at  which  the  trouble  is  reported,  the  nature  of  the 
trouble,  its  duration  and  final  disposition. 

Trouble  records  are  useful  in  locating  defects  in  equip- 
ment and  operation,  since  in  this  way  chronic  troubles  may 
be  distinguished  from  occasional  complaints  due  to  exeep-  | 
tional  circumstances.  For  this  purpose  the  preservation 
of  the  ordinary  slips  filled  out  when  the  trouble  is  reported 
and  the  notes  of  the  trouble  man  or  wire  chief  with  refer- 
ence thereto  will  be  sufficient.  Subscribers  should  be  given 
instructions  as  to  how  and  to  whom  they  should  report  diffi- 
culties, and  the  person  designated  to  receive  complaints 
should  be  readily  accessible  and  should  have  time  and  au- 
thority to  properly  remedy  them.  Employees  should  be 
encouraged  to  report  all  complaints,  irregularities  and 
criticisms.  Patrons  should  be  requested  to  report  trouble 
in  sufficient  detail  so  that  an  accurate  record  of  the  nature 
of  the  complaint  can  be  made.  The  co-operation  of  the 
public  in  promoting  good  service  should  be  encouraged  in 
the  matter  of  tree  trimming,  in  refraining  from  monopoliz- 
ing party  lines  and  in  other  matters  not  wholly  w^ithin  the 
control  of  the  utility. 

Rule  12.  The  name  and  address  of  the  official  or  em- 
ployee designated  to  handle  service  mailers  and  a  copy  of 
each  new  directory  shall  be  filed  with  the  Commission. 
Upon  request  a  complete  map  of  each  telephone  system 
shall  be  filed  with  the  Commission,  and  a  similar  map  shaO 
be  kept  at  the  principal  office  of  each  utility  and  revised 
from  time  to  time  as  changes  in  the  system  are  made. 
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TOLL  SERVICE. 

No  specific  rules  with  regard  to  the  adequacy  of  toll 
service  are  prescribed  at  this  tiine,  but  the  following  sug- 
gestions are  offered.  Toll .  service  should  be  promptly 
routed  so  as  to  be  most  efficient  and  to  secure  justice  to  the 
telephone  companies  where  more  than  one  utility  is  in- 
volved. In  general,  each  utility  should  lest  all  toll  circuits 
early  each  morning  and  after  storms  in  order  that  trouble 
may  be  promptly  eliminated.  On  joint  lines,  or  when  one 
utility  uses  the  lines  of  another  utility,  trouble  on  circuits 
should  be  promptly  reported  to  the  utility  responsible  for 
the  maintenance  of  the  line.  Accurate  and  convenient  de- 
vices should  be  installed  in  order  that  toll  charges  may  be 
just,  and  that  the  service  may  not  be  unnecessarily  delayed 
on  this  account.  The  tone  of  voice  used  by  operators  is 
very  important,  particularly  for  toll  service.  They  should 
cultivate  not  only  a  distinct  articulation,  but  low  tones  and 
pleasing  voice.  This  would  aid  materially  in  giving  satis- 
factory service  at  highest  efficiency.  A  record  of  the  condi- 
tion of  long  distance  circuits  entering  each  exchange  should 
be  kept  for  the  convenience  of  the  utilities  in  properly  main- 
taining their  lines,  and  for  the  Commission's  information. 

It  is,  therefore,  ordered.  That  all  telephone  utilities,  oper- 
ating in  the  State  of  Wisconsin,  hereafter  comply  with  the 
requirements  of  the  rules  and  regulations  enumerated 
above.  Sixty  days  is  deemed  a  sufficient  time  within  which 
to  comply  with  this  order. 

Dated  at  Madison,  Wisconsin,  this  thirteenth  day  of 
August,  1914,  A.  D. 


In  THE  Matter  of  a  Proposed  Extension  of  the  Line  of 
THE  Grange  Hall  Farmers'  Telephone  Company  in 
the  Town  of  Rock  Elm,  Pierce  County,  Wisconsin. 

Decided  August  13,  1914, 

Extension  of  Lines  Without  Consent  of  the  Commission — ^DupUcation  of 
FaciUties  —  Discontinuance  of  Service  Oyer  Duplicating  Line  Ordered. 

It  appeared  that  the  Grange  Hall  Farmers'  Telephone  Company  had 
given  notice  to  the  Commission  of  a  proposed  extension  of  its  line  in  the 
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town  of  Rock  Elm.  The  Highland  Telephone  Company  filed  its  obje^ 
tion  to  the  extension.  In  spite  of  the  fact  that  the  matter  was  before 
the  Commission  for  determination,  the  Grange  Hall  company  proceeded 
to  build  its  line  and  paralleled  for  a  distance  of  approximately  3  miles 
the  line  of  the  Highland  company,  six  of  whose  subscribers  discontinued 
Highland  service  in  favor  of  that  of  the  Grange  Hall  company. 

The  Commission  found  that  the  proposed  extension  would  not  have 
been  permitted  had  the  proper  legal  steps  been  taken  before  the  line  was 
built. 

Ordered^  That  the  Grange  Hall  Farmers'  Telephone  Company  and  tbe 
individual  patrons  of  the  new  line  permanently  discontinue  service  over 
that  line  within  two  weeks  from  the  date  of  the  order.* 

Opinion  and  Decision. 

On  April  21,  1914,  the  Grange  Hall  Farmers'  Telephone 
Company  gave  notice  to  this  Commission,  as  required  br 
law,  of  a  proposed  extension  of  its  line  in  the  town  of 
Rock  Elm,  Wisconsin.  The  Highland  Telephone  Company 
of  Elmwood  notified  the  Commission  of  its  objection  to  the 
extension,  and  a  hearing  was  held  on  the  matter  at  Ehn- 
wood  May  14,  1914,  at  which  the  Grange  Hall  Farmers' 
Telephone  Company  was  represented  by  Frank  Wild  and 
Bert  Collett,  and  the  Highland  Telephone  Company  by 
John  Schwehach  and  Joseph  Johnson. 

There  are  certain  occurrences  antecedent  to  the  filing  of 
the  formal  notice  that  occasioned  this  hearing  that  are 
necessary  to  a  complete  understanding  of  the  case.  The 
first  notice  of  the  extension  was  served  upon  the  Comnus- 
sion  by  the  Grange  Hall  Farmers'  Telephone  Company  on 
December  13,  1913.  In  the  letter  accompanying  the  notice 
the  secretary  of  the  Grange  Hall  company  said:  **ThiB 
extension  does  not  interfere  with  any  other  company,  as 
it  starts  from  our  own  central  and  runs  into  the  country 
to  no  place  of  business."  When  the  twenty-day  period 
fixed  by  the  statute  had  elapsed,  the  Commission  relying 
upon  the  fact  that  no  objection  to  the  extension  had  been 
filed  and  also  upon  the  above  quoted  statement  of  the 
Grange  Hall  company,  wrote  the  latter  company  that  it 
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was  authorized  to  proceed.  In  March,  1914,  complaint  was 
received  by  the  Commission  from  the  Highland  Telephone 
Company  that  the  Grange  Hall  company  was  proceeding 
with  the  hauling  of  poles  along  the  route  of  the  Highland 
company's  line  and  that  no  notice  of  any  proposed  exten- 
sion had  ever  been  served  upon  the  Highland  Telephone 
Company.  The  Commission  sent  a  member  of  its  engineer- 
ing staff  to  investigate  the  situation,  and  his  report  showed 
that  the  new  line  would  parallel  the  Highland  line  for  a 
distance  of  fully  three  miles.  Upon  receipt  of  this  report 
the  Commission  wrote  the  Grange  Hall  Farmers'  Tele- 
phone Company  that  inasmuch  as  it  had  not  complied  with 
the  plain  requirement  of  the  law  in  the  matter  of  serving 
written  notice  upon  the  Highland  Telephone  Company  the 
proceedings  instituted  in  December,  1913,  were  void  and 
a  new  notice  would  have  to  be  filed.  Such  notice,  as  above 
stated,  was  served  upon  the  Commission  on  April  21,  1914, 
and  the  matter  was  set  for  hearing  on  May  6.  At  the 
request  of  the  Grange  Hall  company,  the  hearing  was  post- 
poned until  May  14. 

At  the  hearing  then  held  it  developed  that  the  construc- 
tion of  the  new  line  had  proceeded  to  completion  in  spite 
of  the  fact  that  the  matter  was  before  the  Commission  for 
determination ;  and  the  actual  connecting  of  telephones  had 
taken  place  between  the  date  of  notice  and  the  date  of  the 
hearing.  Nineteen  subscribers  were  attached  to  the  new 
line,  and  six  of  these  had  previously  been  subscribers  of 
the  Highland  Telephone  Company  and  had  discontinued  its 
service  in  favor  of  that  of  the  Grange  Hall  company. 

Under  these  circumstances,  the  construction  of  the  line 
was  clearly  an  illegal  act.  It  appears  therefore  that  the 
Grange  Hall  Farmers'  Telephone  Company  failed  to  com- 
ply with  the  law  in  that  it  did  not  give  written  notice  to 
the  Highland  Telephone  Company  in  December  of  its  inten- 
tion to  construct ;  that  it  misled  the  Commission  by  stating 
that  the  proposed  extension  would  not  affect  any  other 
company,  whereas,  it  did  as  a  matter  of  fact  parallel  the 
line  of  the  Highland  Telephone  Company  and  takes  away 
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six  subscribers  from  tiiat  company;  and  that  upon  being 
notified  of  its  failure  to  perfect  its  legal  right  and  being 
instructed  to  file  a  new  notice  the  company  filed  the  notice 
but  proceeded  to  build  the  line  without  waiting  for  a  hear- 
ing  or  a  determination  of  the  matter  by  the  Commission. 

It  was  stated  by  the  representative  of  the  Grange  Hall 
company  that  the  Highland  Telephone  Company  had  had 
verbal  notice  of  the  proposed  construction  of  the  line,  but 
the  evidence  shows  that  the  verbal  notice  related  to  a 
meeting  which  was  to  be  held  for  the  purpose  of  discussing 
the  telephone  situation  in  the  community;  that  the  secre- 
tary of  the  Highland  Telephone  Company  attended  this 
meeting,  but  no  action  was  taken  and  he  had  no  knowledge 
that  the  construction  was  actually  contemplated  until  he 
observed  the  hauling  of  poles  early  in  the  spring  of  the 
present  year. 

Although  the  construction  of  the  line  in  question  was 
unlawful  because  the  conditions  precedent  were  not  com- 
plied with  as  required  by  statute,  the  Commission's  inves- 
tigation has  included  an  inquiry  into  the  merits  of  the  case 
in  order  to  determine  whether  the  situation  is  actually 
such  as  to  indicate  a  public  need  for  the  new  line.  Rock 
Elm  is  located  seven  or  eight  miles  southwest  of  Elmwood 
and  the  Highland  Telephone  Company  with  headquarters 
at  Elmwood  has  a  metallic  line  running  from  Elmwood  to 
Rock  Elm  and  connecting  at  the  latter  point  with  the  switch- 
board of  the  Grange  Hall  Farmers'  Telephone  Company. 
The  latter  company,  in  turn  has  a  grounded  line  running 
over  another  highway  from  Rock  Elm  to  Elmwood  and 
connecting  with  the  Highland  switchboard  at  Elmwood. 
There  is  free  interchange  of  messages  between  the  twro 
companies.  The  Highland  line  from  Elmwood  to  Rock  Elm 
runs  through  a  community  known  as  Farm  Hill,  about  three 
or  three  and  a  half  miles  east  of  Rock  Elm,  and  the  noiar 
line  of  the  Grange  Hall  company  parallels  the  Highland 
line  on  the  same  highway  from  Farm  Hill  to  Rock  Elm.  At 
Farm  Hill  the  new  line  turns  south,  running  for  a  mile  into 
territory  not  reached  by  the  Highland  company.    As  has 
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been  shown,  the  paralleling  of  lines  has  resulted  in  the  loss 
of  six  subscribers  to  the  Highland  company,  five  of  whom 
were  renters  and  one  a  stockholder  of  that  company.  The 
inquiry  discloses,  therefore,  that  there  was  no  actual  use 
for  the  extension  such  as  would  have  warranted  this  Com- 
mission permitting  it  to  be  made  had  the  situation  been 
brought  regularly  before  it  at  the  time  of  the  first 
application. 

The  controlling  reason  for  the  construction  of  the  new 
line  in  the  identical   territory   already  occupied  by  the 
Highland  Telephone  Company  appeared  at  the  hearing  to 
be  a  matter  of  rates.    The  rate  of  the  Highland  Telephone 
Company  is  $12.00  a  year,  while  the  patrons  of  the  new 
line  expect  to  get  their  service  for  about  $3.00  per  year. 
It  seems  that  the  Orange  Hall  Farmers'  Telephone  Com- 
pany is  a  corporation  owning  two  or  more  switchboards, 
but  that  it  does  not  own  the  rural  lines  running  into  them. 
These  lines,  including  the  one  involved  in  the  present  case, 
were  built  and  maintained  by  the  farmers  living  along 
them,  and  they  pay  the  Grange  Hall  company  a  uniform 
rate  of.  $3.00  per  telephone  per  year  for  the  switching  serv- 
ice.   It  does  not  appear  clearly  what  the  situation  is  as  to 
the  ownership  of  the  rural  lines  or  as  to  how  the  corpora- 
tion known  as  the  Grange  Hall  Farmers'  Telephone  Com- 
pany is  controlled.    As  far  as  operating  matters  are  con- 
cerned, however,  it  is  clear  that  the  entire  central  oflSce 
expense  of  each  subscriber  is  represented  by  a  charge  of 
$3.00  per  year.    It  is  the  belief  of  the  patrons  of  the  new 
line  that  their  other  expenses  will  amount  to  practically 
nothing,  it  being  the  duty  of  each  farmer  to  keep  in  repair 
the  portion  of  line  running  past  his  farm.     Thus,  it  was 
ar^^ed  at  the  hearing,  there  is  a  difference  of  $9.00  a  year 
between  the  cost  of  the  Highland  Telephone  Company's 
service  and  the  cost  of  service  of  the  new  line,  and  this 
difference  made  it  decidedly  worth  while  for  the  farmers 
to  construct  a  line  of  their  ow^n. 

It  has  been  pointed  out  in  several  decisions  of  this  Com- 
luission  that  ruinous  duplication  of  lines  and  service  is  not 
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to  be  permitted  merely  because  the  rates  of  existing  com- 
panies are  thought  to  be  excessive.  The  law  provides  an 
adequate  remedy  for  excessive  rates  by  the  filing  of  com- 
plaints with  this  Commission.  But  because  of  the  concep- 
tion that  seems  to  exist  in  the  minds  of  the  patrons  of  the 
line  here  in  question  that  the  construction  of  the  new  line 
made  them  a  clear  saving  of  $9.00  a  year  in  telephone 
rental,  we  deem  it  appropriate  to  comment  at  this  time 
upon  the  merits  of  the  contention  relating  to  rates.  Ex- 
perience has  shown  that  a  rate  of  $12.00  per  year  for  rural 
service,  such  as  is  charged  by  the  Highland  Telephone 
Company,  is  usually  by  no  means  excessive.  On  the  other 
hand,  it  is  quite  plain  on  the  face  of  things  that  the  service 
of  the  new  line  cannot  be  had  for  $3.00  per  year  per  tele- 
phone. The  experience  of  those  engaged  in  the  telephone 
business  is  uniformly  to  the  contrary.  The  sum  of  $3.00 
covers  merely  the  cost  of  switching  service.  Nothing  is 
alloived  for  maintenance  of  pole  and  wire  lines,  renewal  of 
batteries  or  repair  of  subscribers'  instruments,  taxes,  de- 
preciation or  a  return  on  the  investment.  Some  of  these 
items  involve  only  a  small  outlay  of  money  during  the  first 
few  years  of  operation,  but  as  time  goes  on  and  the  lines 
become  old,  the  maintenance  items  are  greatly  increased. 
Then,  when  the  line  has  reached  the  end  of  its  useful  life 
and  has  to  be  replaced,  a  second  outlay  about  equal  to  that 
made  for  construction  of  the  original  lines  will  be  neces- 
sary. If  instead  of  considering  the  immediate  cost  to  which 
they  will  be  subjected,  the  patrons  of  the  new  line  would  look 
far  enough  into  the  future  to  determine  the  ultimate  cost, 
and  apportion  this  cost  over  the  year,  they  would  find  the 
expense  of  their  service  to  be  much  more  than  $3.00  per 
year.  Probably  it  would  be  nearer  $10.00  and  it  might  be 
higher,  even  though  the  minimum  of  maintenance  cost  and 
general  expenses  were  incurred. 

This  Commission  has  consistently  refused  to  permit 
paralleling  of  lines  and  interference  with  the  business  of 
other  companies  under  circumstances  similar  to  those  ex- 
isting in  this  case.    Along  the  highway  from  Farm  Hill  to 
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Rock  Elm  the  residents  can  have,  if  they  desire  it,  the 
service  of  the  Highland  Telephone  Company,  which  in- 
cludes free  connection  with  all  the  Grange  Hall  lines,  and 
this  service  is  available  at  rates  which  are  reasonable  or 
can  be  made  reasonable  upon  a  complaint  to  the  Commis- 
sion.    Thus,  the  line  in  question  was  constructed  in  ter- 
ritory in  which  construction  could  not  have  been  permitted 
if  the  proper  legal  steps  had  been  taken.    In  such  a  situ- 
ation, the  Commission  has  no  alternative  but  to  order  a 
discontinuance  of  the  service  given  by  the  unlawfully  con- 
structed line.    Section  1797m-74  of  the  statutes  says,  **  No 
public  utility  already  engaged  in  furnishing  telephone  serv- 
ice shall  install  or  extend  any  telephone  exchange  for  fur- 
nishing local  service  to  subscribers  in  any  municipality 
where  there  is  in  operation  a  public  utility  engaged  in 
similar  service  without  having  first  served  notice  in  writing 
upon  the  Commission  and  any  other  public  utility  already 
engaged  in  furnishing  local  service  to  subscribers  in  such 
municipality  of  the  installation  or  extension  of  such  ex- 
change which  it  proposed  to  make,"  etc.    The  obvious  pur- 
pose of  the  statute  was  to  prevent  the  creation  of  the  iden- 
tical  state   of  affairs   that  has  arisen   in  this   instance, 
namely,  a  wasteful  duplication  of  telephone  lines.    It  is  the 
duty  of  the  Conamission  to  give  this  law  effect.    Section 
1797m-l-2  says,  speaking  of  the  Commission,  '*  It  shall  be 
its  duty  to  enforce  the  provisions  of  Section  1797m-l  to 
1797-109."     In  enforcing  the  provision  of  the  statutes 
specified,  it  is  no  less  the  duty  of  the  Commission  to  take 
steps  to  abate  a  condition  that  has  arisen  that  the  law  is 

designed  to  prevent  than  it  is  to  prevent  the  occurrence  of 

that  condition  in  the  first  place. 

The  continued  existence  and  operation  of  the  line  in 

question  is  an  act  for  which  those  concerned  are  liable  to 

prosecution.     It  is  a  further  duty  of  the  Commission  to 

report  to  the  attorney  general  violation  of  the  statute  so 

that  such  prosecution  may  be  begun. 

The  situation  with  respect  to  the  ownership  of  the  line 

in  question  and  responsibility  for  its  construction  is  not 
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entirely  clear  from  the  evidence,  since  the  parties  them- 
selves did  not  seem  to  have  any  very  definite  idea  on  the 
subject.  The  line  was  built  by  the  nineteen  farmers  who 
are  using  its  service,  but  it  ^vas  built  with  the  knowledge 
and  acquiescence,  if  not  the  actual  assistance  of  the  Grange 
Hall  Farmers'  Telephone  CompfiJiy,  and  it  is  the  latter 
company  that  has  acted  for  the  new  line  in  dealing  w^ith 
this  Commission.  Furthermore,  the  Grange  Hall  Farm- 
ers' Telephone  Company  has  connected  the  line  with  its 
switchboard  and  is  giving  service  over  it.  Therefore,  both 
the  Grange  Hall  Farmers'  Telephone  Company  and  the 
individuals  w^ho  constructed  and  perhaps  own  the  line  in 
question  would  seem  to  be  legally  responsible  for  its  con- 
struction and  use. 

The  Grange  Hall  Farmers '  Telephone  Company  and  the 
individual  patrons  of  the  new  line  wdll  be  given  a  reason- 
able time  in  which  to  discontinue  service  over  the  line,  but 
if  such  service  is  not  permanently  discontinued  at  the  end 
of  two  weeks  following  the  date  of  this  decision,  the  matter 
will  be  turned  over  to  the  attorney  general  for  prosecution. 

Dated  at  Madison,  Wisconsin,  this  thirteenth  day  of 
August,  1914. 


Frank  Winter  v.  LaCrosse  Telephone  Company  and  Wis- 
consin Telephone  Company. 

No.  U  — 317. 

Decided  August  20,  1914. 

Supplemental  Crder  as  to  Method  of  EstabUsbing  Physical  Connection  and 
Detenninlng  Joint  Sates  for  ToU  Serrice. 

On  May  14,  1913,  the  Commission  made  an  order*  requiring  the  Wis- 
consin Telephone  Company  and  the  LaCrosse  Telephone  Company  to 
establish  such  physical  connection  between  their  toll  systems  as  would  be 
required  for  the  fumishinjj:  of  toll  ser\'ice  to  the  subscribers  of  each  com- 
pany over  the  toll  lines  of  the  other  company.  Subsequently,  it  appearing 
that  the  companies  were  unable  to  reach  an  agreement  as  to  the  manner 


*  Printed  in  Commission  Leaflet  No.  18,  at  page  952. —  Ed. 
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of  making  the  required  connection  or  as  to  the  determination  and  appor- 
tionment of  the  joint  toll  charges,  the  Commission  instituted  an  investi- 
gation of  the  matters  in  controversy. 

Temporary  Oonnection  of  Kxluting  Facilities  Ordered. 

As  to  the  manner  of  making  the  required  connection,  the  Commission 
was  of  the  opinion  that,  in  order  to  determine  just  what  provision  should 
be  made  to  handle  the  traffic  resulting  from  the  connection,  a  temporary 
connection  should  be  provided  in  which  the  existing  equipment  of  each 
company  should  be  used.    Accordingly,  it  was 

Held:  That  the  two  companies  should  connect  three  trunk  circuits  for 
the  present,  and,  as  the  business  required,  maRe  such  further  connections 
of  circuits  as  would  be  necessarj^  to  furnish  reasonably  adequate  toll 
service. 

Uniform  Oliarge  for  Interchange  of  Toll  Service  Bejected  —  Cliarges  to  be 
Oradoated  According  to  Distance  from  Exchange. 

Relative  to  the  luatter  of  determining  and  apportioning  the  joint  toll 
charges,  the  Wisconsin  Telephone  Company  proposed  that  each  subscriber 
of  either  company  desiiing  service  over  the  lines  of  the  other  company  be 
required  to  pay  $6.00  per  year  for  the  right  to  obtain  such  service  and, 
in  addition  thereto,  the  regular  toll  rate  for  each  message  sent  or  received 
and,  in  the  case  of  subscribers  of  the  LaCrosse  Telephone  C-ompany,  an 
additional  charge  of  15  cents  for  each  message.  This  proposition  the 
Commission  regarded  as  unreasonable  for  the  reason  that  the  charges 
suggested  would  be  prohibitive  and  would  defeat  the  very  purpose  of  the 
statute.    In  this  connection,  it  was 

Held:  That,  in  requiring  physical  connection  between  the  lines  of  two 
telephone  companies,  it  was  not  the  intention  of  the  legislature  indirectly 
to  require  persons  desiring  the  facilities  of  both  companies  to  become  sub- 
scribers to  each,  but  that  continuity  of  service  over  two  or  more  systems, 
wherever  the  same  could  be  established  advantageously  to  all  parties  con- 
cerned, was  the  primary  purpose  of  the  statute  and  that  any  arrange- 
ment by  which  one  company  would  obtain  an  advantage  over  the  other 
by  acquiring  the  othei-'s  subscribers  could  not  be  sustained; 

That,  instead  of  a  uniform  charge,  the  arbitrary  to  be  exacted  should 
be  graduated  upon  a  zone  basis  and  that  eneb  subscriber  of  either  com- 
pany desiring  service  over  the  lines  of  the  other  company  should  be 
charged  for  each  message,  in  addition  to  the  regular  toU  charge,  5  cents 
for  a  distance  of  not  over  50  miles  from  the  otlice  of  each  company  in 
LaCrosse,  10  cents  for  a  distance  of  not  over  100  miles  from  such  office 
and  15  cents  for  all  distances  over  100  miles,  all  distances  to  be  com- 
puted by  air  line  measurement;  that  neither  company  should  absorb 
any  such  additional  charges  but  that  each  company  should  coPeet  such 
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charges  from  its  subscribers  and  should  be  liable  for,  and  pay  to^  the 
other  company  the  regular  toll  charges  plus  such  additional  charges. 
An  order  was  issued  in  accordance  with  the  conclusions  of  the  Com- 


SUPPLEMENTAL   RePORT   AND    OrDER. 

On  May  14,  1913,  the  Commission  made  and  entered  an 
orderf  in  the  above  entitled  case  requiring  the  LaCrosse 
Telephone  Company  and  the  Wisconsin  Telephone  Com- 
pany to  make  such  physical  connection  or  connections  of 
their  toll  lines  or  systems  as  is  required  for  the  furnishing 
of  toll  line  service  to  the  subscribers  of  each  company  at 
the  stations  installed  in  their  residences  and  places  of  busi- 
ness over  the  toll  lines  of  the  other  company ;  and  further 
apportioning  the  expense  of  making  such  physical  connec- 
tion or  connections  and  the  subsequent  maintenance  of  the 
same  equally  between  the  said  companies.  Thirty  days 
were  given  the  companies  within  which  to  comply  with  the 
terms  of  the  order  (12  W.  R.  C.  R.  748). 

Subsequently,  it  appeared  that  the  companies  were  un- 
able to  determine  and  agree  upon  the  manner  of  the 
physical  connection  provided  in  the  order  or  the  joint  toll 
charges  to  be  made  or  the  apportionment  of  the  toll  charges. 
Thereupon  notice  was  given  to  all  parties  that  the  Com- 
mission would  investigate  the  matters  in  controversy  on 
the  twenty-second  day  of  July,  1913,  and  make  such  order 
as  was  required  in  the  premises. 

Pursuant  to  stipulation  of  the  parties,  the  hearing  was 
continued  until  August  13,  1013,  at  which  time  the  peti- 
tioner appeared  in  his  own  behalf;  the  LaCrosse  company 
by  George  F.  Gordon,  its  attorney;  and  the  Wisconsin  Tele- 
phone Company  by  Edwin  8.  Mack  and  L.  G.  Richardson, 
its  attorneys. 

Upon  the  hearing  considerable  testimony  was  offered, 
most  of  which  consisted  of  opinions  and  was  of  little  value 
in  determining  the  questions  at  issue.    This  was  natural, 


*  Editor's  headnote. 
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as  in  the  absence  of  any  experience  showing  the  effects  of 
a  physical  connection  of  lines  upon  the  business  of  the 
competing  companies,  the  opinions  given  could  be  only 
speculative.  Under  the  circumstances  any  order  made 
must  necessarily  be  experimental  and  subject  to  revision 
or  rescision  at  any  time  either  company  may  appear  to 
suflFer  injury  from  the  arrangement. 

Taking  up  first  the  question  of  the  manner  of  connection, 
we  find  that  the  Wisconsin  Telephone  Company  submitted 
quite  elaborate  plans  and  specifications  to  the  LaCrosse 
Telephone  Company  and  to  the  Commission  for  a  perma- 
nent connection  between  the  switchboards  of  the  two  com- 
panies. The  LaCrosse  Telephone  Company  rejected  the 
plans,  presumably  on  the  ground  that  as  the  order  was 
necessarily  experimental,  the  cost  of  a  permanent  connec- 
tion at  this  time  was  not  warranted.  It  is  probable  that 
the  plans  and  specifications  provide  greater  facilities  than 
a  liberal  estimate  of  the  traffic  to  be  expected  would  justify. 
The  meager  data  at  hand  does  not  indicate  that  such  speci- 
fied construction  work  will  be  presently  required,  and  in 
order  to  determine  just  what  provision  should  be  made  to 
handle  the  traffic  resulting  from  a  physical  connection  of 
the  systems,  it  would  seem  wise  to  provide  a  temporary 
connection,  using  the  present  switchboard  equipment  and 
spare  cable  pairs  in  the  present  distributing  cables  of  each 
company,  by  means  of  which  it  will  be  possible  to  observe 
the  traffic  created. 

Information  obtained  by  a  member  of  the  engineering 
staff  of  the  Commission  shows  that  there  are  at  present  10 
incoming  and  20  outgoing  ring-down  circuits  available  on 
the  toll  board  of  the  Wisconsin  Telephone  Company,  and 
6  ring-down  circuits  available  on  the  toll  board  of  the 
LaCrosse  Telephone  Company.  The  following  drawing 
shows  the  location  of  the  respective  exchanges  and  also  the 
underground  cables  in  which  the  spare  pairs  are  located 
and  which  terminate  on  adjacent  distributing  poles  in  the 
alley  at  the  rear  of  the  Wisconsin  Telephone  Company's 
office.    The  LaCrosse  Telephone  Company 's  cable  No.  5  con- 
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tains  15  available  pairs,  and  that  of  the  Wisconsin  Tele- 
phone Company  contains  10  or  more,  which  can  easily  be 
connected  by  stringing  twisted  pair  distributing  wire  a 
distance  of  approximately  35  feet  from  one  terminal  pole 
to  the  other.  These  connections  from  board  to  board  could 
probably  be  made  within  a  day's  time  and  with  very  little 
expense.  The  specifications  submitted  by  the  Wisconsin 
Telephone  Company  for  temporary  trunking  facilities  sug- 
gest a  similar  way  of  handling  the  proposition,  which, 
however,  would  be  more  expensive.  It  also  provides  a 
greater  number  of  trunks  than  it  would  seem  reasonable 
to  provide  at  present.  Since  it  would  require  only  a  few 
hours'  time  to  connect  an  additional  circuit  when  found 
necessary,  and  as  it  is  probable  that  the  development  of 
traflSc  will  be  very  slow,  it  seems  advisable  that  three  trunk 
circuits  be  connected  for  the  present,  as  follows : 

1  Wisconsin  Telephone  Company  toll    to  LaCrosse  toll. 

2  Wisconsin  Telephone  Company  toll    to  LaCrosse  local. 

3  Wisconsin  Telephone  Company  local  to  LaCrosse  toll. 

All  calls  will  be  **  ticketed  "  for  the  purpose  of  adjusting 
charges.  This  record  will  provide  a  means  of  checking 
traflBc  over  these  trunks  at  any  time,  and  such  a  record, 
when  traflSc  becomes  somewhat  settled,  will  afford  a  means 
of  determining  what  should  be  provided  in  the  permanent 
construction. 

Relative  to  the  question  of  joint  tolls  and  the  division  of 
same,  the  Wisconsin  Telephone  Company  submits  for  con- 
sideration the  following  proposition : 

"  Each  subscriber  to  the  exchange  of  the  LaCrosse  Telephone  Com- 
pany who  wishes  senice  over  the  lines  of  the  Wisconsin  Telephone  Com- 
pany shall  subscribe  for  such  8er\'ice  and  pay  a  charge  of  $6.00  per  year 
for  the  right  to  obtain  such  8er\'ice,  and  in  addition  thereto  pay  the 
regular  toll  charge  of  said  Wisconsin  Telephone  Company  for  each  toll 
message  plus  an  additional  charge  of  15  cents  for  each  message  sent  or 
received  by  him.  Each  subscriber  of  the  Wisconsin  Telephone  Company 
who  wishes  service  over  the  line  of  the  LaCrosse  Telephone  Company 
shall  subscribe  for  such  service  and  pay  a  charge  of  $6.00  per  year  for 
the  right  to  obtain  such  service,  and  in  addition  thereto  pay  the  regular 
toll  charge  of  said  LaCrosse  Telephone  Company  for  each  toll  message 
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sent  or  received  by  hiin.     The  division  of  the  amount  o£  the  aforesaid 
charges  between  the  two  companies  can  be  determined  after  the  basis 
of  such  charges  has  been  agreed  on/' 

The  proposition  in  our  judgment  is  unreasonable.  The 
charges  suggested  would  be  prohibitive  of  the  services  pro- 
posed and  defeat  the  very  purpose  of  the  statute.  In  re- 
quiring physical  connection  between  lines  of  telephone 
companies  it  was  not  the  intention  of  the  legislature  to 
indirectly  require  the  public  desiring  the  facilities  of  both 
telephone  companies  to  become  subscribers  to  each.  Con- 
tinuity of  service  over  two  or  more  systems  wherever  the 
same  could  be  established  advantageously  to  all  parties 
concerned,  was  the  primary  purpose  of  the  act.  Of  course 
the  property  and  business  of  each  company  must  be  pro- 
tected. Any  arrangement  by  which  one  company  would 
obtain  an  advantage  over  the  other  by  acquiring  the  other 's 
subscribers  could  not  be  sustained. 

In  the  opinion  upon  the  original  hearing  it  was  said : 

^'  In  the  peculiar  situation  found  in  the  instant  case^  it  is  possible  to 
prescribe  terms  and  conditions  which  will  preserve  the  interests  of  the 
utilities,  respectively ,  after  the  connection  has  been  made.  The  sub- 
scriber of  one  company  desiring  toll  service  over  the  lines  of  the  other 
company  must  pay  in  addition  to  the  rate  charged  the  patrons  of  the 
latter  company  a  reasonable  compensation  for  the  additional  service. 
Neither  company  will  be  permitted  to  absorb  such  additional  charge,  but 
the  same  must  be  paid  by  the  patrons  of  either  company  using  the  toll 
lines  of  the  connecting  company.  This  will  not  result  in  any  discrimina- 
tion between  subscribers  of  the  same  exchange,  but  will  result  in  a  just 
and  necessary  discrimination  between  the  subscribers  of  the  different 
exchanges.  A  subscriber  who  has  not  installed  the  telephones  of  both 
exchanges  is  not  entitled  to  toll  service  of  both  exchanges  without  pajring 
an  additional  charge  to  the  exchange  with  which  he  is  not  connected  when 
desiring  to  use  its  toll  line  facilities." 

There  has  been  nothing  presented  upon  the  supplemental 
hearing  now  under  consideration  w^hich  has  changed  our 
views  as  to  the  position  thus  taken.  These  views  are  rein- 
forced by  a  decision  of  the  Canadian  Commission  rendered 
in  a  case  presenting  a  situation  somewhat  similar  to  the 
one  presented  in  this  case,  Rural  Telephone  Companies  v. 
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Bell  Telephone  Company*  12  Can.  Ry.  Cases,  319.  In  the 
Canadian  case  a  number  of  rural  telephone  companies 
applied  for  physical  connection  of  their  lines  with  the  toll 
lines  of  the  Bell  Telephone  Company.  It  appears  that  in 
the  village  of  Ingersoll  the  Bell  company's  local  exchange 
was  in  competition  with  those  of  the  rural  companies.  The 
question  before  the  Commission  was  the  furnishing  of  toll 
service  to  the  rural  companies  without  decreasing  the  num- 
ber of  subscribers  of  the  Bell  company  in  Ingersoll.  Speak- 
ing of  the  situation  of  the  Bell  company  in  the  matter,  the 
Commission  said: 

"  We  have  then  this  company  with  its  capital  invested  furnishing  a 
service  to  its  subscribers;  we  have  the  Ingersoll  company  gradually  en- 
croaching upon  what  is  said  to  have  been  the  preserve  of  the  Bell  Tele- 
j>hone  Company,  until  to-day  there  are  in  Ingersoll  twice  as  many  sub- 
scribers to  the  Ingersoll  system  as  there  are  to  the  Bell  system,  but  they 
are  without  the  long  distance  connection.  That  long  distance  connection 
is  the  sheet  anchor  of  the  Be!l  Telephone  Company.  Without  it  I  feel 
perfectly  satisfied  that  there  would  not  be  the  250  subscribers  that  they 
have  in  Ingersoll.  It  is  the  local  company  that  has  the  prestige.  It  is 
the  local  business  men  actively  promoting  concerns  of  this  kind  that  make 
them  successful,  make  them  aggressive  and  get  two  or  three  times  the 
subscribers  that  the  outside  company  is  able  to  get.  The  condition 
existing  in  Ingersoll  no  doubt  wiU  grow  up  elsewhere.  It  has  grown  up 
in  some  places.  Now  while  it  is  our  duty,  if  we  can,  to  give  the  sub- 
scribers to  these  rural  exchanges  long  distance  connection  over  the  lines 
of  the  Bell  Telephone  Company,  and  while  Parliament  by  putting  this 
law  on  the  book  intended  that  we  should  act  upon  it,  the  question  that  is 
presented  to  us  is  under  what  terms  are  we  able  to  relieve  this  tension 
without  being  unfair  to  either  the  subscribers  to  the  Ingersoll  Telephone 
Company,  or  the  stockholders  of  the  Bell  Telephone  Company." 

The  Commission  required  the  subscribers  of  the  rural 
exchanges  to  pay  15  cents  long  distance  toll  in  addition 
to  the  regular  long  distance  tariff  of  the  Bell  company 
from  the  point  of  exchange  or  connection  with  the  local 
company  to  the  point  of  destination. 

Under  the  conditions  existing  in  this  State  we  are  of  the 
opinion  that  instead  of  a  uniform  charge  the  arbitrary  to 
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IB- 
be  exacted  should  be  graduated  upon  a  zone  basis,  and  that, 
accordingly,  for  a  distance  of  not  over  50  miles  from  the 
oflSce  of  each  company  in  the  city  of  LaCrosse,  the  arbitrary 
should  be  5  cents  for  a  distance  of  50  miles  and  not  over 
100  miles,  10  cents ;  and  for  all  distances  over  100  miles, 
15  cents.  If  this  tariff,  after  trial,  should  not  prove  satis- 
factory, or  result  in  detriment  to  either  company,  the 
same  will  be  changed  by  the  Commission  upon  application 
of  either  company. 

Now,  therefore,  it  is  ordered,  That  the  LaCrosse  Tele- 
phone Company  and  the  Wisconsin  Telephone  Company 
connect  three  trunk  circuits  for  the  present  as  above  indi- 
cated, and,  as  the  business  requires,  make  such  further 
connections  of  circuits  as  is  necessary  to  furnish  reasonahly 
adequate  and  eflScient  toll  line  service. 

It  is  further  ordered,  That  each  subscriber  of  the  Wis- 
consin Telephone  Company  desiring  service  over  the  toll 
lines  of  the  LaCrosse  Telephone  Company  shall  be  charged 
for  each  message,  in  addition  to  the  regular  charge  of  the 
LaCrosse  Telephone  Company,  as  follows: 

1.  For  all  distances  of  not  over  50  miles  from  the  office 
of  the  LaCrosse  Telephone  Company,  5  cents ;  for  all  dis- 
tances over  50  miles  and  not  over  100  miles  from  sudi 
oflSce,  10  cents,  and  for  all  distances  over  100  miles  from 
such  oflSce,  15  cents.  All  distances  shall  be  measured  hy 
air  line. 

It  is  further  ordered^  That  each  subscriber  of  the  U 
Crosse  Telephone  Company  desiring  service  over  the  toll 
lines  of  the  Wisconsin  Telephone  Company  shall  be  charged 
for  each  message,  in  addition  to  the  regular  charge  of  the 
Wisconsin  Telephone  Company,  as  follows : 

2.  For  all  distances  of  not  over  50  miles  from  the  office 
of  the  Wisconsin  Telephone  Company,  5  cents ;  for  all  dis- 
tances over  50  miles  and  not  over  100  miles  from  such 
oflBce,  10  cents,  and  for  all  distances  over  100  miles  from 
such  oflBce,  15  cents.  All  distances  shall  be  measured  by 
air  line. 


Digitized  by  LjOOQIC 


Frank  Winter  v.  LaCrosse  Telep.  Co.  et  al.  1149 
0.  L.  34] 

3.  Neither  of  the  companies  shall  absorb  any  such  addi- 
tional charges,  but  shall  collect  the  same  from  its  sub- 
scribers, but  each  of  the  companies  shall  be  liable  to  the 
other  and  shall  pay  to  the  other  the  long .  distance  tariff 
toll  plus  such  additional  charge. 

If  this  division  of  tolls,  after  a  fair  trial,  shall  be  found 
to  be  inequitable,  and  the  companies  cannot  agree  upon  a 
proper  division  of  the  tolls,  the  Commission  will,  by  sup- 
plemental order,  establish  such  division. 

Ten  days  is  deemed  a  reasonable  time  within  which  to 
comply  with  this  order. 

Dated  at  Madison,  Wisconsin,  this  twentieth  day  of 
August,  A.  D.,  1914. 
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INTERSTATE  COMMERCE  COIOOSSION. 

Conference   Rulings   Affecting   Telephone   and   Tele- 
graph Companies. 

Issued  June  1,  1914. 

Conference  Ruling  No.  410. 

Dated  April  8,  1913. 
Exchange  of  Passes  witli  Wireless  Telegraph  Companies. 

It  is  the  view  of  the  Commission  that  passes  and  franks  may  lawfully 
be  exchanged  between  wireless  telegraph  companies  and  other  common 
carriei-s  subject  to  the  act.     (See  Ruling  394.)* 

Conference  Ruling  No.  420. 

Dated  June  3,  1913. 
Jurisdiction  of  the  Commission  Over  Telephone  Companies  in  Porto  Bico. 

Held:  That  it  is  the  view  of  the  Commission  that  it  has  no  jurisdic- 
tion over  the  service  and  rates  of  telephone  companies  the  lines  of  which 
are  wholly  within  Porto  Rico. 

Conference  Ruling  No.  460. 

Dated  April  13,  1914. 

Practice  of  Betuming  to  Patrons  Original  Telegrams  or  Cablegrams 

Prohibited. 

Held:  That  the  practice  by  telegraph  and  cable  companies  of  return- 
ing to  patrons  the  original  telegrams  or  cablegrams  in  support  of  their 
bills  is  unlawful  Such  documents  must  be  retained  in  conformity  with 
the  regulations  of  the  Commission  governing  the  destruction  of  records 
of  telephone,  telegraph  and  cable  companies,  f 


*III  Commission  Telephone  Cases,  132. —  Ed. 

f  These  regulations  are  printed  in  Commission  Leaflet  No.  27  at  page 
22S.—  Ei). 
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PART  II. 

COMMISSION  ORDERS,  RULINGS  AND  DECISIONS 
OF  INTEREST  TO  TELEPHONE  AND  TELE- 
GRAPH  COMPANIES. 

(Note. —  Owing  to  lack  of  space,  only  summary  x^tatements  of  mnny  of  the 
decisions  involving  points  of  interest  are  printed  in  this  Leaflet, —  Ed.) 

CALIFORNIA. 
Railroad  Commission. 

Town  of  Antioch  v.  Pacific  Gas  and  Electric  Company. 
Case  No.  400  —  Decision  No.  1655. 

Decided  July  6,  1914.* 
Reasonable  Sates  for  Electric  Service  Prescribed. 

Complainant  allejfing  that  rates  of  respondent  for  electric  energy  sup- 
plied consumers  in  the  town  of  Antioch  are  unjust  and  exorbitant,  peti- 
tions the  Commission  to  establish  just  and  reasonable  rates  for  the  dif- 
ferent classes  of  service. 

Held,  After  a  thorough  analysis  of  the  various  elements  entering  into 
the  basis  upon  which  equitable  rates  may  be  established  and  a  thorough 
research  into  cost  of  producing  and  distributing  electric  energy,  which 
cost  includes  the  establishment  of  preper  amounts  covering  overhead 
expenditures,  depreciation  annuity,  development  cost,  etc.,  and  basing 
its  order  on  the  conclusions  reached  therein,  just  and  reasonable  rates 
are  prescribed.  These  rates  include  a  top  rate  of  7  cents  per  kilowatt 
hour  for  first  20  kilowatt  hours  per  month  with  a  minimum  of  $1.00, 
for  general  lighting  purposes ;  S%  cents  per  kilowatt  hour  for  street  light- 
ing purpost?s;  7  cents  per  kilowatt  hour  for  first  50  kilowatt  hours  per 
hoi-sepower  per  month  and  graduating  to  1  cent  for  over  1,000  kilowatt 
hours  per  horsepower  per  month  for  power  puposes,  with  a  minimum  of 
$1.00  per  horsepower  per  month  up  to  10  horsepower  and  75  cents  per 
horsepower  per  month  for  all  over  10  horsepower;  rates  to  become  effective 
within  twenty  days. 

Held,  That  in  establishing  the  rate  to  be  charged  for  electric  energy 
sold  in  Antioch,  the  Commission  will  divide  the  cost  into  two  parts,  one 


*  Application  for  rehearing  denied  August  15,  1914. —  Ed. 
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beiii*?  the  cost  of  electric  energy  delivered  at  the  gates  of  Antioch  and 
the  other  the  cost  of  local  distribution.  These  costs  are  separately  deter- 
mined. 

Beproduction  Value  Kot  Sole  Basis  for  Detennining  Bate  of  Betmn. 

Held,  After  review  of  various  authorities  bearing  upon  the  subject  of 
reproduction  value  as  a  basis  of  return  that  there  is  no  foundation  for 
the  claim  that  the  Commission  must  confine  itself  to  the  estimated  repro- 
duction value  new;  that  if  a  utility  has  been  kept  up  to  a  100  per  cent, 
efficiency  and  a  proper  depreciation  fund  maintained,  and  the  estimate 
does  not  differ  materially  from  the  aetual  cost,  such  a  basis  will  have 
considerable  weight,  but  if  the  utility  has  not  maintained  its  system  in 
first-c^ass  condition,  paying  out  in  dividends  money  that  should  have 
been  used  for  this  purpose,  a  rate  based  solely  upon  the  cost  to  reprodoft 
such  system  new  would  be  extremely  unfair  to  the  consumers.  Likewise, 
if  such  property  originally  cost  an  amount,  honestly  and  wisely  expended, 
considerably  in  excess  of  what  it  would  now  cost  to  reproduce  it,  the 
establishment  of  a  rate  upon  estimated  reproduction  cost  would  be 
equally  unfair  to  the  utility.  It  is  unfair  to  base  a  return  entirely  upon 
a  depreciated  reproduction  value,  such  depreciation  being  computed  from 
the  average  age  of  the  component  parts  of  the  system,  which,  though  in 
use  for  several  years,  are  still  equal  to  100  per  cent,  efficiency. 

Commission  Not  Committed  to  Any  One  Theory  in  Determining  Fail  Vatea 

of  a  Utility. 

Held,  That  though  the  Commission  is  not  committed  to  any  one  tbeonr 
in  determining  the  fair  value  of  a  utility  for  rate  fixing  purposes,  and 
will  consider  all  the  elements  suggested  by  the  Supreme  Court  of  the 
United  States,  giving  to  each  elerftent  its  fair  weight,  considerable  wei^ 
will  be  given  to  the  money  honestly  and  wisely  invested  in  the  property 
and  in  building  up  the  business. 

Going  Value  Considered  Wlien  Kot  Offset  by  Other  Equitable 
Considerations. 

Held,  As  previously  determined,  the  Commission  will  consider  **  goin? 
value  "  or  "  development  cost "  when  such  items  are  not  offset  by  other 
equitable  considei*ations,  as  appear  in  the  present  case,  but  only  little 
weight  will  be  given  to  hypothetical  estimates  when  the  actual  expendi- 
tures are  available. 

Bates  Should  be  Sufficient  for  Establishment  of  Depredation  Fcad  aad 
Allowance  for  Obsolescence. 

Held,  That  a  utility  has  a  right  to  look  to  its  consumers  for  the  estsb- 
lishment  of  a  proper  depreciation  fund;  that  the  annual  amount  to  be 
set  aside  for  such  fund  should  be  based  upon  the  average  natural  life 
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of  the  different  classes  of  material,  with  an  allowance  for  salvage,  and 
likewise  an  allowance  for  obsolescence  and  inadequacy;^  and  that  the 
interest  on  the  depreciation  fund  should  be  retained  therein  and  not 
diverted  to  other  channels. 

Allowance  for  Oyerhead  Expenditures. 
Held,  After  a  thorough  analysis  of  defendant's  construction  costs,  that 
12  per  cent,  is  a  reasonable  allowance  for  overhead  expenditures  on  the 
facts  of  this  case. 

Fair  Bate  of  Betom. 
Held,  That  a  rate  of  8  per  cent,  is  amply  sufficient  to  enab!e  defend- 
ant to  secure  the  capital  which  it  needs  for  construction  purposes,  that 
it  will  yield  a  liberal  margin  over  the  cost  of  money  and  that  it  is  a  fair 
rate  of  return  to  allow  in  this  case. 

PowBr  of  GoTemment  to  Impose  Ck>nditi<mB  in  Advance  on  Any  BuBineBS 
Beqnlring  Ooyemmental  Sanction. 

That  though  a  governmental  agency  has  th6  power  to  impose  conditions 
in  advance  on  any  business  requiring  governmental  sanction  to  be  carried 
on,  and  on  the  acceptance  of  such  conditions  depends  their  right  to  do 
business;  such  governmental  agency  cannot  impose  added  conditions  upon 
such  a  concern  already  sanctioned  to  do  business,  which  has  assumed  all 
obligations  required  by  law  at  the  time  of  the  initiation  of  its  enterprise, 
excepting  those  conditions  authorized  under  the  police  power  of  the  State; 
that  the  people  should  impose  conditions  at  the  time  of  granting  privi- 
l^es  and  not  wait,  as  has  previously  been  the  case,  with  the  expectation 
of  effecting  such  impositions  at  a  later  date,  which  action  is  the  only 
method  of  escape  from  the  payment  of  rates  on  public  gifts  and  exces- 
sive unearned  increment. 

Distinction  Between  Term  ' '  Value  * '  as  Used  in  Bate  Fixing  Inquiries  and 
as  a  Commercial  Term. 

That  value,  as  that  term  is  used  in  rate  fixing  inquiries,  is  entirely 

foreign  to  value  as  a  commercial  term,  the  latter  being  based  entirely 

on  the  returns  and  the  former  found  for  the  purposes  of  establishing  a 

return;  that  value  for  rate  fixing  purposes  cannot  be  fixed  by  rules  of 

general  application,  and   that   no  one  condition  can  be  controlling  in 

determining  the  fair  amount  on  which  an  earning  shall  be  allowed. 

Concnrring  Opinion  of  Commissioner  Eshleman. 
While  generally  concurring  in  the  opinion  as  expressed  by  Commis- 
sioner Thelen,  I  do  not  agree  upon  the  doctrine  of  agency  suggested 
therein  as  one  reason  why  the  original  cost  should  be  given  great  weight.* 


*  Syllabus  prepared  by  the  Commission. 
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In  the  Matter  of  the  Application  of  Pasadena  Park 
Improvement  Company  for  Authority  to  Transfer 
Its  Water  System  to  Pasadena  Consolidated  Water 
Company,  and  of  Pasadena  Consolidated  Water  Com- 
pany TO  Supply  Consumers  of  Water  in  the  Terri- 
tory Heretofore  Supplied  by  Pasadena  Park  Improve- 
ment Company,  and  to  Charge  Said  Consumers  the 
Regular  Rates  Now  Charged  the  Other  Consumers 
on  the  System  of  Pasadena  Consolidated  Water  Com- 
pany. 

Application  No.  1180 — Decision  No.  1662. 

Decided  July  9,  1914. 

QratoitouB   TnuiBfer    of   Water   System    Aathorlsed  —  Regular   Bates   of 

Donee  OomiMuiy  to  be  EffectiYe  —  Donee  Not  to  Urge  Bight 

to  a  Betom  upon  Value  of  Property  Donated. 

Pasadena  Park  Improvement  Company  authorized  to  transfer  gratis, 
to  the  Pasadena  Consolidated  Water  Company,  its  water  system  serving 
the  district  of  Pasadena  Heights  Tract,  and  the  latter  company  author- 
ized to  serve  consumers  in  this  district,  and  to  place  into  effect  October  1, 
1914,  its  regular  meter  rates  in  lieu  of  the  flat  rates  now  in  effect,  pro- 
vided that  the  latter  company  shall  not  urge  its  right  to  a  return  upon  the 
value  of  the  property  donated  by  the  Pasadena  Park  Improvement 
Comprfhy.* 


[Cu\ 


City  of  Monterey  v.  Coast  Valleys  Gas  and  Electric 

Company. 

Case  No.  499  — Decision  No.  1697. 

Decided  July  30,  1914, 

Rehearing  Denied  —  Befusal  by  Commission  to  Modify  Iianguage  Used  In 

Previous  Order. 

Defendant,  contending  that  the  valuation  submitted  by  its  own  engineers 
was  not  given  sufficient  consideration,  and  protesting  against  the  per- 
centages allowed  for  overhead  expenses,  petitions  for  a  rehearing  in  the 
above  entitled  case. 

Held:  Confirming  the  percentages  used  and  the  statements  made  in 
the  original  decision  that  defendant's  valuation  was  so  grossly  inflated 
as  to  entitle  it  to  no  more  consideration  than  was  originally  accorded  it, 
application  for  rehearing  denied. 


*  Syllabus  prepared  by  the  Commission. 
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Report. 

Eshleman,  Commissioner: 

On  June  30, 1914,  this  Commission  rendered  its  decision* 
in  the  above  entitled  case  and  an  order  was  entered  estab- 
lishing certain  specified  rates  to  be  charged  by  the  defend- 
ant company.  The  rehearing  was  asked  in  a  petition  filed 
on  July  18  on  various  grounds  specified  therein.  Many  of 
the  grounds  specified  in  the  application  do  not  need  com- 
ment, but  some  are  of  sufficient  importance  to  require  a 
review. 

First  taking  up  the  statement  on  Page  4  of  the  petition 
that  Mr.  Millard's  examination  was  not  made  in  a  hasty 
manner  and  that  he  spent  as  much  time  in  Monterey  as  did 
Mr.  Kelley.  The  best  evidence  on  this  point  is  the  report 
itself,  which  presents  no  details,  and  which  is  referred  to 
in  the  letter  of  transmittal  as  a  *'  general  examination  of 
the  property."  The  duration  of  Mr.  Kelley 's  stay  in  Mon- 
terey is  no  indication  of  the  time  expended  on  this  valua- 
tion. Both  Mr.  Kelley  and  Mr.  Hoar  spent  the  better  part 
of  a  month  on  it  —  Mr.  Kelley  in  his  preparation  of  unit 
costs,  etc.,  and  later  this  department  in  comparing  the 
various  estimates. 

It  appears  that  Mr.  Millard  made  no  eflfort  to  obtain  the 
local  costs  of  construction,  or  even  compare  them  with  his 
estimates  based  on  other  valuations. 

Petitioner,  on  Page  5,  refers  to  the  scant  weight  given 
this  report  by  the  Commission,  and  the  fact  that  since  both 
these  appraisals  check  quite  closely,  great  consideration 
should  be  accorded  them.  It  is  well  to  note  at  this  point 
that  Mr.  Kelley 's  report  is  also  practically  identical  with 
that  of  Ford,  Bacon  and  Davis,  with  tho  exception  of  the 
following  items:  mains,  services,  meters,  paving  over 
mains,  and  overhead.  Of  these  paving  over  mains,  amount- 
ing to  $26,352.22,  was  excluded  entirely  from  the  value  used 
for  rate  purposes,  and  the  last  item  is  one  upon  which  the 
greatest  differences  of  opinion  ordinarily  exist. 


*  Printed  in  Commission  Leaflet  No.  33,  at  page  885. —  Ed.  t 
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Referring  to  the  matter  of  sinking  fund,  taken  up  on 
Page  7  of  petitioner's  brief:  The  conveyance  referred  to 
here  is  the  common  basis  for  the  purchase  of  public  utility 
property  and  gives  no  indication  of  the  financial  transac- 
tions of  the  predecessor  companies. 

In  regard  to  petitioner's  contention  for  an  allowance  for 
accrued  depreciation  not  cared  for  in  past  operations  — 
the  evidence  on  this  point  was  insufficient  to  justify  such 
allowance.  The  books  should  show  whether  depreciation 
was  charged  off  as  such  or  whether  capital  investments 
were  made  from  earnings,  which  should  have  gone  into  the 
depreciation  fund. 

In  regard  to  paving  over  mains:  Theie  can  be  no  doubt 
that  on  a  strict  reproduction  new  theory  this  item  is  a 
proper  one.  Mr.  Kelley,  in  omitting  it  from  his  report, 
was  merely  adhering  to  the  Commission's  previously  es- 
tablished policy  in  not  allowing  it  for  rate  purposes,  and 
in  accordance  with  his  statement  that  he  had  adopted  the 
historical  method  in  estimating  reproduction  cost  wher- 
ever possible. 

Petitioner  requests  that  it  should  be  allowed  to  earn  on 
100  per  cent,  of  the  value  of  its  property  if  its  plant  is 
maintained  at  100  per  cent,  operating  efficiency.*  That  such 
a  condition  does  not  obtain  in  this  case  ijs>  evidenced  by  the 
reported  loss  of  42  per  cent,  in  gas  distribution.  The  allow- 
ance of  the  Commission  was  15  per  cent.,  which  is  rather  in 
excess  of  a  normal  loss  in  a  well  operated  plant. 

In  connection  wdth  unit  costs  we  have  already  referred 
to  the  fact  that  neither  the  engineers  of  Ford,  Bacon  and 
Davis  nor  Mr.  Millard  attempted  to  obtain  actual  costs  on 
local  construction.  Mr.  Kelley 's  unit  costs  were  obtained 
both  by  comparison  between  the  cost  of  doing  such  work  in 
Monterey  and  elsewhere  in  California.  The  actual  cost  of 
main  extensions  during  the  past  two  years,  as  furnished  by 
the  company,  show  labor  costs  materially  lower  than  those 
used  by  Mr.  Kelley.  Some  evidence  was  introduced  by  the 
defendant  to  show  that  the  cost  of  tliese  extensions  was  not 
representative,  but  taking  this  exhibit  in*  connection  with 
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the  Commission's  **  Exhibit  No.  2,"  which  is  a  map  of 
Monterey  and  Pacific  Grove  on  which  is  located  the  char- 
acter of  the  soil  encountered  in  the  various  districts,  Mr. 
Kelley's  costs  seem  more  ample. 

The  actual  costs  are  tabulated  as  follows  and  compared 
with  Mr.  Kelley's  figures: 


Material 

Labor 

Total 

Total 

Cents 
perfoot 

Total 

Cents 
per  foot 

Total 

Cer'a 
pel  foot 

1 

2 

P.G.  3 

4 

5 

6 

7 

8 

P.G    9 

10 

11 

760  feet  1  -inch  pipe 
1 ,  500  feet  1  finch  pipe 
500  feet  1  -inch  pipe 
250  feet  1  -inch  pipe 
330  feet  1  -inch  pipe 
390  feet  1  -inch  pipe 
234  feet  1  -inch  pipe 
222  feet  1  -inch  pipe 
114  feet  IJ-inch  pipe 
124  feet  1  -inch  pipe 
250  feet  l|-inch  pipe 

4,674 

sludins  contingencies. . . . 

$78  07 
147  22 
51  47 
17  66 
26  08 
30  17 
23  35 
20  10 
10  42 
10  72 
25  86 

10.272 
9.814 

10.348 
7.064 
7.903 
7.736 
9.978 
9.054 
9.140 
8.645 

10  344 

9  443 
9.650 
9.955 
10.950 
11.278 

$44  27 
39  27 
24  76 
14  34 
20  07 
27  85 
17  76 
12  79 
7  23 
6  86 
22  90 

5.825 
2.618 
4  952 
5.736 
6.081 
7  141 
7.589 
5.761 
6.342 
5.532 
9.16 

5.094 
6.500 
7.150 
7.865 
8.101 

$122  34 
186  49 
76  50 
32  00 
46  15 
58  02 
41   11 
32  89 
17  65 
17  58 
48  76 

Totalis 

9441  39 

$238  10 

$679  49 

14  537 

Coetsus 
Includin 
Inclu:?in 
Total  un 

ed  bylCeliey.  net  costa. . 
g  on  in^encies 

15  550 

^  contingencies  and  supe 
it  costs 

rintendence 

i9  379 

In  regard  to  labor  cost  of  installing  meters,  after  com- 
parison with  considerable  data  on  this  item,  the  figure  used 
appears  ample. 

As  previously  stated,  overhead  percentages  and  intan- 
gibles, such  as  rights  and  organizations,  are  speculative  and 
the  mere  opinion  of  a  witness  on  such  matters,  even  though 
uncontroverted  by  other  expert  testimony,  need  not  be  fol- 
lowed. When,  as  here,  however,  other  engineers  disagree, 
the  Commission  certainly  is  not  bound  to  accept  any  testi- 
mony on  these  intangibles  with  which  it  does  not  agree.  We 
have  every  reason  to  believe  that  the  figures  used  in  this 
case  are  suflScient  to  cover  all  items  of  this  character.  The 
rate  of  return  obviously  more  than  covers  the  cost  of  ob- 
taining capital. 

It  is  not  deemed  necessary  to  discuss  further  the  ques- 
tion of  going  value,  as  the  Commission  has  already  fully 
explained  its  position  on  this  point. 
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The  actual  rate  of  return  allowed  is  subject  to  dispute 
inasmuch  as  the  gas  sales  were  incompletely  reported  by 
the  company.  They  did  not  include  sales  to  flat  rate  con- 
sumers which  were  therefore  estimated.  Upon  the  basis  of 
our  calculations  the  return  will  be  at  least  8  per  cent. 

As  regards  the  general  criticism  of  the  decision,  little 
need  be  said.  The  Commission  used  the  language  therein 
found  advisedly  and  used  the  mildest  term  that  seems  ap- 
plica))le  to  such  a  case  when  it  designated  as  mental  dis- 
honesty the  practice  of  engineers  in  attempting  to  aflFect 
values  by  every  conceivable  addition  that  can  be  thought 
of  through  the  means  of  multifarious  intangibles.  I  re- 
iterate the  statement  made  in  the  previous  opinion  that  the 
valuation  presented  in  this  case  does  violate  the  principles 
of  consistency,  and  while  I  regret  that  such  language  should 
wound  the  feelings  of  anyone,  still  I  believe  that  this  Com- 
mission is  in  duty  bound  to  call  attention  to  the  tendency  on 
the  part  of  public  utility  engineers,  acting  as  w^itnesses,  in- 
variably to  exaggerate  their  values. 

Mr.  Woodbridge,  the  engineer  who  made  the  valuation 
herein,  testified  that  the  overhead  percentages  and  the  in- 
tangibles were  put  in  by  engineers  other  than  himself,  and 
it  is  not  at  his  valuation  that  the  Commission  complains 
but  at  that  which  was  figured  by  the  financial  engineers 
of  this  concern  in  an  endeavor,  no  doubt,  to  have  this  Com- 
mission establish  principles  in  this  relatively  unimportant 
case  which,  if  followed  out  generally,'  would  unjustly  in- 
crease the  valuation  of  utilities  in  this  State. 

I  cannot  see  why  a  public  tribunal  should  be  criticized 
merely  because  of  the  fact  that  it  is  awake  to  a  program 
that  is  being  conceived  and  carried  forward  before  its  very 
eyes.  That  there  is  a  program  on  the  part  of  large  finan- 
cial concerns  interested  in  public  utility  securities,  particu- 
larly in  the  stock  of  public  utilities  for  which  ordinarily 
no  money  has  been  paid,  to  exaggerate  the  value  of  the 
property  of  these  public  utilities,  in  my  opinion,  admits  of 
no  doubt.     That  their  procedure  is  but  natural  makes  it 
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none  the  less  necessary  for  public  authority  to  be  on  its 
guard.  These  interests  find  themselves  in  the  following 
condition : 

The  uniform  practice  has  been  in  the  past  to  construct 
their  properties  largely  from  the  proceeds  of  bonds,  and 
to  give  as  bonus  the  stock  of  the  corporation,  except  that 
which  should  be  withheld  by  the  promoters.  Thus  the 
actual  property  cost  originally  has  been  less  than  the  face 
value  of  the  outstanding  bonds  —  to  say  nothing  of  the  stock 
—  because  under  this  method  bonds  are  usually  sold  at  less 
than  par.  The  problem  of  those  in  control,  therefore,  has 
been  to  pay  the  bond  interest  and  gradually  build  up  a 
value  behind  the  stock  which  originally,  of  course,  had  no 
value.  Now  they  find  themselves  halted  in  this  program 
in  many  instances,  and  by  valuations  by  Conunissions  the 
real  relationship  between  the  obligations  and  the  assets 
is  disclosed.  Almost  frantic  endeavors,  therefore,  are 
being  made  to  persuade  public  authority  to  place  values 
upon  the  property  of  these  utilities  which  shall  be  sufiicient 
to  cover  the  bonds,  and  leave,  if  not  enough  to  represent 
par  for  the  stock,  at  least  enough  to  represent  something, 
otherwise  such  stock  will  be  seen  to  have  no  value.  Fur- 
thermore, many  of  these  utilities  expect,  and  I  imagine  a 
great  many  desire,  public  ownership  of  their  properties* 
In  anticipation  of  such  public  ownership,  in  rate  investiga- 
tions they  do  not  have  the  rate  inquiry  alone  in  mind,  but 
with  an  eye  to  the  future  seek  for  this  reason,  too,  to  im- 
port elements  of  value  that  have  no  other  foundation  than 
in  the  desire  of  the  utility  to  get  the  highest  possible  price 
for  its  property. 

Concerning  this  matter.  Dr.  Delos  F.  Wilcox,  a  well 
known  consulting  franchise  and  public  utility  expert  of 
New  York  City,  in  the  May  issue  of  the  Annals  of  the 
American  Academy  of  Political  and  Social  Science,  says: 

"  Valuations  have  come  to  be  the  big  thing  in  the  public  utility  world. 
Though  for  the  present  these  valuations  are  usually  made  to  serve  as  a 
basis  for  rate  regulation,  it  is  clear  from  the  attitude  of  the  courts  that 
still   higher  valuations  would  be  required  in  many  cases  as  a  basis  for 
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municipal  purchase.  In  the  play  for  advantages  in  the  regulatory  system 
now  being  established,  the  public  service  corporations  have  not  been  s!ow 
to  see  the  critical  importance  of  the  valuation.  Accordingly,  all  their 
ingenuity,  power  and  influence,  direct  and  indirect,  are  being  brought  to 
bear  upon  the  problem  of  discovering  new  elements  of  value,  and  of  per- 
suading or  coercing  the  commissions  and  courts  to  recognize  them.  In 
this  way,  the  almost  inevitable  trend  of  valuation  is  upward.  Commis- 
sions, both  out  of  the  desire  to  be  fair  and  even  liberal  to  the  companies, 
and  also  out  of  fear  that  their  decisions  may  be  upset  by  the  courts,  are 
continually  giving  the  benefit  of  the  doubt  in  valuation  cases  to  the  cor- 
porations owning  the  property.  It  seems  reasonably  certain,  therefore, 
that,  while  the  most  scandalous  abuses  in  capitalization  will  be  corrected 
by  means  of  regulation,  nevertheless  the  recognized  value  of  the  actual 
property  will  be  gradually  swollen  until  it  includes  every  conceivable 
element  of  '  overhead  charges '  so-called,  with  certain  additicms  thrown 
in  for  good  measure." 

In  passing  it  might  be  well  to  state  that  Dr.  Wilcox  has 
made  an  exception  in  favor  of  the  California  Railroad  Com- 
mission in  this  regard,  and  up  to  the  present  time  this 
Commission,  according  to  him,  has  not  fallen  into  the  error 
to  the  same  extent  as  other  Commissions. 

I  repeat,  as  was  in  substance  said  in  the  main  opinion, 
that  this  valuation  is  so  inflated  that  it  is  impossible  for 
me  to  conclude  that  there  was  any  other  design  than  to 
induce  this  Commission  to  place  a  value  which  is  unwar- 
ranted upon  the  property  of  this  company.  If  I  am  unjust 
to  anyone  connected  with  this  company  I  regret  it,  but  I 
am  plainly  of  this  opinion,  and  it  should  be  no  more  of  an 
affront  to  the  gentlemen  connected  with  this  institution  for 
me  to  express  the  opinion  which  I  have  concerning  their 
valuation  than  to  have  such  opinion  without  expressing  it. 

Concern  also  seems  to  be  given  to  the  defendant  because 
of  certain  language  used  in  the  opinion  in  this  case  and 
which  is  quoted  out  of  its  connection. 

The  following  statement  appears  in  the  application  for 
rehearing : 

"  Neitlier  is  the  defendant  company  content  to  rest  their  case  upon  the 
theory  expressed  in  the  opinion  that  it  and  its  properties  are  'literally 
at  the  mercy  of  the  State  ^  and  that  by  inference  legal  considerations  touch- 
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ing  the  rights  and  protection  to  private  property  are  to  have  no  con- 
sideration from  governmental  agencies," 

What  the  Commission  said,  with  its  connection,  is  as 
follows : 

**  It  should  be  understood  by  utilities  and  the  public  alike  and  recog- 
nized by  commissions  and  courts  that  when  you  take  away  from  an  enter- 
prise the  right  to  determine  for  whom  and  for  what  price  it  will  conduct 
its  business,  you  have  eliminated  the  possi1>ility  of  applying  the  same 
rules  of  value  as  obtain  in  an  unregulated  enterprise.  Value,  as  commer- 
cially understood,  is  something  which  cannot  be  determined  until  after 
the  earning  power  is  determined  and  the  fact  upon  which  Commissions  are 
asked  to  find,  when  asked  to  find  value  as  commercially  understood,  is  a 
fact  which  finally  has  no  existence  until  after  the  authority  of  the  State 
has  been  exercised  in  determining  the  proper  conditions  upon  which  the 
business  sha'l  be  conducted,  the  proper  rates,  and  so  the  earning  power. 
The  sooner  it  is  understood  by  the  utilities  that  under  modem  conditions 
they  are  literally  at  the  mercy  of  the  State,  the  sooner  they  will  realize 
that  only  equitable  considerations  are  the  ones  that  will  finally  have 
weight,  and  until  commissions  and  courts  representing  the  sovereignty  of 
the  State  realize  that  always  they  should  make  the  'ought'  determine  the 
*  must '  such  governmental  agencies  have  not  become  equal  to  their  task. 
I  do  not  mean  to  suggest  that  any  agency  should  be  subject  to  the  caprice 
of  governmental  authority,  but  I  do  insist  that  it  should  be  recognized 
as  a  plain  fact  by  the  utilities  that  they  are  subject  to  regulation  and 
that  the  character  of  such  r^ulation  and  its  extent  will  be  largely  deter- 
mined by  the  attitude  of  the  utilities  themselves." 

I  have  recited  the  entire  paragraph  because  apparently 
the  attitude  of  the  Commission  in  this  regard  has  been  mis- 
understood. What  I  had  in  mind  was  the  fact,  as  I  thought 
was  plainly  stated  in  the  language  used,  that  the  beneficial 
value  of  a  utility  property  to  its  owners  is  determined  by 
what  it  can  earn  and  that  this  earning  is  determined  by  the 
State,  through  Commissions  and  the  check  of  the  courts,  and 
that  finally  when  the  determination  shall  rest  in  the  tribunal 
having  the  last  say  such  determination  inevitably  and  fix- 
edly establishes  the  value  of  the  property  of  the  utility  to 
its  owners.  Why,  under  these  circumstances,  there  should  be 
a  hesitancy  on  the  part  of  utilities  to  accept  a  doctrine  which 
urges  that  equitable  consideration  in  favor  of  as  well  as 
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against  the  utility  should  be  considered,  I  cannot  under- 
stand. It  cannot  be  that  this  utility,  or  any  other,  con- 
tends that  considerations  of  equity  when  they  are  favorable 
to  it  shall  not  have  weight.  Conversely,  then,  if  this  doc- 
trine is  to  apply  at  all  it  must  apply  in  favor  of  the  public 
if  it  is  to  be  applied  in  favor  of  the  utility.  It  is  not  pos- 
sible to  have  general  rules  that  shall  be  adapted  to  apply 
in  all  cases  and  to  every  state  of  facts.  Necessarily,  difi- 
cretion  must  exist  somewhere  or  injustice  will  result.  It 
being  established  and  admitted  that  utilities  are  subject 
to  regulation  as  to  their  rates  and  earning  power  and  that 
discretion  exists  in  commissions  and  courts  in  determming 
these,  necessarily  it  must  follow  that  such  commissions  and 
courts  representing  the  State  control  the  welfare  of 
utilities. 

The  warning  thrown  out  in  the  paragraph  in  question 
cannot,  by  fair  inference,  be  construed  as  having  any  bear- 
ing upon  the  attitude  of  this  Commission.  It  is  specifically 
stated  that  caprice  shall  not  be  followed,  and  of  course 
sound  economics  and  sound  judgment  the  utilities  have  a 
right  to  expect.  But  the  warning  held  out  and  the  sug- 
gestion that  the  attitude  of  the  utilities,  as  regards  fair- 
ness, might  ultimately  affect  their  fate  arose  from  several 
concrete  illustrations  that  have  come  to  the  attention  of 
this  Commission  illustrating  the  folly  of  a  course  of  con- 
duct on  the  part  of  a  utility  which  leads  a  community  to 
believe  that  such  utility  is  unfair.  One  of  these  illustra- 
tions will  suflSce  to  make  clear  just  what  the  Commission 
has  in  mind. 

A  certain  water  company  serves  territory  within  the 
State  of  California.  For  a  long  time  this  water  company 
has  been  in  trouble  with  its  consumers,  until  a  feeling  of 
mutual  antagonism  has  grown  up.  Recently  one  of  the 
municipalities  served  by  this  water  company  decided  that 
to  relieve  itself  of  further  annoyance  it  would  install  its 
own  water  system,  it  having  the  legal  right,  of  course,  to 
do  so  and  there  being  a  supply  of  water  available.     When 
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it  installed  its  water  system  it  refused  to  pay  one  cent  for 
the  system  of  the  utility  theretofore  serving  it,  with  the 
result  that  such  utility  lost  its  entire  investment  within 
such  municipality. 

In  another  case  now  pending  before  tl\is  Commission,  the 
water  company,  the  evidence  shows,  has  always  been  care- 
ful and  considerate  of  its  patrons,  and  in  this  case  the 
municipal  authorities  express  a  desire  to  the  Commission 
to  secure  for  an  adequate  price  the  property  of  the  utility 
in  question,  although  another  source  of  supply  is  available. 
I  suppose  this  defendant  here  does  not  appreciate  any 
suggestion  from  this  Conunission  as  to  the  proper  attitude 
a  utility  should  assume  toward  the  public  and  believes  that 
this  Commission  is  not  within  its  province  when  making 
such  suggestions,  just  as  I  assume  the  water  company  in 
the  first  instance  would  have  said  if  such  advice  had  been 
given  to  it.  But  such  water  company  applied  to  this  Com- 
mission for  relief,  which  this  Commission  had  no  power 
to  give  it,  and  was  bitterly  indignant  at  the  alleged  unfair 
treatment  given  it  by  the  municipality  which  refused  to 
purchase  its  system. 

I  have  gone  more  at  length  into  this  application  for  re- 
hearing than  is  perhaps  necessary,  but  I  want  to  make  it 
very  plain  that  this  company  is  considered  by  this  Com- 
mission exactly  as  every  other  company  which  comes  before 
this  Commission,  and  this  Commission  has  just  as  much 
the  interest  of  this  company  in  mind  as  it  has  the  interest 
of  any  company  doing  business  within  the  State,  and  is  will- 
ing at  all  times  to  do  anything  in  its  power  and  consistent 
with  its  duty  to  be  helpful  to  this  company,  just  as  it  is 
with  reference  to  all  utilities,  but  the  requirement  that 
justice  be  done  between  utilities  and  their  consumers  will 
not  permit  this  Commission  to  approve  values  such  as  here 
presented. 

I  see  nothing  further  in  the  application  requiring  com- 
ment and  I  reconunend  that  the  same  be  denied  and  submit 
the  following  order : 
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Order. 

The  defendant  herein  having  applied  for  a  rehearing 
within  the  time  allowed  by  law,  and  the  same  having  been 
fully  considered  and  being  fully  apprised  in  the  premises, 

It  is  hereby  ordered^  That  the  application  for  rehearing 
be,  and  the  same  is  hereby,  denied. 

The  foregoing  opinion  and  order  are  hereby  approved 
and  ordered  filed  as  the  opinion  and  order  of  the  Railroad 
Commission  of  the  State  of  California. 

Dated  at  San  Francisco,  California,  this  thirtieth  day  of 
July,  1914. 
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Public  Utilities  Commission. 

In  the  Matter  of  Petitions  of  Warren  D.  Blatz  and 
John  C.  Wirth  of  Bridgeport,  Requesting  That  the 
Bridgeport  Gas  Light  Company  be  Required  to  Ex- 
tend Its  Lines  of  Pipe  to  Enable  the  Company  to 
Furnish  Petitioners  with  Gas. 

Docket  No.  1267. 

Decided  August  18,  1914, 

Extension  of  Gas  Mains  Ordered  —  Beasonable  Probability  That  Proposed 

Extensions  Will  Cause  No  Material  Loss  to  Company  —  As 

Company  Earns  a  Liberal  Income  Bisk  of  Loss 

or  Actual  Loss  from  Extensions  Must 

be  Borne  by  the  Company. 

Opinion  and  Decision. 

On  September  29,  1913,  the  Commission  received  an  in- 
formal complaint  from  John  C.  Wirth,  residing  at  195 
Euclid  Avenue,  Bridgeport,  requesting  the  Commission  to 
investigate  the  alleged  refusal  of  the  Bridgeport  Gas  Light 
Company  to  extend  its  mains  and  supply  said  petitioner 
with  gas  at  reasonable  rates. 

On  June  18,  1914,  the  Commission  received  an  informal 
complaint  from  Warren  D.  Blatz,  residing  at  1120  Laurel 
Avenue,  Bridgeport,  making  a  similar  request.  Both  of 
these  complaints  appear  in  full  on  file  and  record  in  the 
oflSce  of  the  Commission. 

In  both  instances  the  localities  into  which  it  was  desired 
to  have  the  gas  mains  extended  were  investigated  by  the 
Commission  and  the  company  was  requested  to  explain  its 
reasons  for  refusing  service  at  reasonable  terms  as  alleged. 
The  Commission  attempted  to  secure  the  consent  of  the 
company  to  furnish  the  desired  service  without  a  formal 
hearing  and  order,  but  was  unsuccessful,  the  company  con- 
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tending  that  the  estimated  cost  of  the  extensions  was  un- 
warranted by  the  probable  income  to  be  derived  and  that 
under  its  present  policy  regarding  extensions  this  service 
could  not  be  given  voluntarily  without  apparent  discrimina- 
tion against  other  patrons.  The  company,  however, 
through  its  counsel,  agreed  to  submit  to  the  jurisdiction  of 
the  Commission,  waiving  the  informal  nature  of  the  com- 
plaints and  any  other  formalities  required  by  statute  pre- 
liminary to  the  public  hearing  on  such  a  matter,  where- 
upon the  cases  were  assigned  for  hearing  at  the  oflSce  of 
the  Commission  on  July  31,  1914,  at  2  o'clock  in  the  after- 
noon and  thence  postponed  to  Monday,  August  3,  1914,  at 
11:30  o'clock  in  the  forenoon,  at  the  same  place,  of  which 
due  notice  was  given  to  the  parties  interested,  and  at  which 
time  and  place  the  respondent  appeared  and  presented  tes- 
timony and  argument  against  being  required  by  the  Com- 
mission to  make  the  extensions  as  prayed  for. 

WIRTH   PETITION. 

It  appeared  from  statements  and  blueprints  submitted 
at  the  said  hearing  that  the  house  of  Mr.  Wirth  was  situ- 
ated at  least  735  feet  from  the  nearest  present  main  of  the 
company  and  the  estimated  cost  of  construction  of  the 
desired  extension  was  from  $550  to  $800.  While  there  can 
be  no  reliable  prediction  as  to  the  future  growth  of  this 
locality  and  the  prospective  demand  for  gas  by  new  resi- 
dents, still  the  Commission  feels  after  an  inspection  of  the 
territory  that  there  should  be  a  reasonable  expectation  of 
a  consumption  of  gas  which  in  a  short  time  would  mate 
the  extension  self-sustaining  or  moderately  profitable. 

BLATZ    PETITION. 

It  appeared  that  the  house  of  Mr.  Blatz  was  at  least  300 
feet  from  the  nearest  present  main  of  the  company  and 
that  the  cost  of  laying  the  necessary  mains  is  estimatoii 
by  the  company  at  from  $358  to  $525,  according  to  the 
amount  of  rock  encountered  in  excavating.  In  this  case 
also,  the  Commission  believes  that  there  is  a  prospect  of 
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suflScient  consumption  of  gas  to  make  this  extension  self- 
sustaining  or  moderately  profitable  within  a  reasonable 
time. 

The  chief  contention  of  the  respondent  in  both  cases  was 
that  the  distance  of  the  houses  of  the  petitioners  from  the 
present  mains  was  greater  than  the  company's  policy  re- 
garding extensions  would  permit  them  to  lay  without  a 
guarantee  from  the  prospective  consumers  insuring  suffi- 
cient income  from  the  first  to  meet  at  least  the  carrying 
charges  upon  the  amount  invested  in  the  extensions.  In  a 
prepared  statement  this  policy  of  the  company  was  ex- 
plained in  detail.  Service  in  accord  with  this  policy  and 
requiring  a  specific  guarantee  from  each  petitioner  until 
actual  gas  sales  on  his  extension  should  reach  a  certain 
point,  had  been  offered  both  to  Mr.  Wirth  and  to  Mr.  Blatz. 
It  was  urged  that  a  voluntary  deviation  on  the  part  of  the 
company  from  the  established  rule  might  be  construed  by 
other  patrons  now  paying  such  guarantees  on  recent  exten- 
sions as  a  discrimination  against  them. 

Finding  and  Order. 
The  Commission  has  found  in  a  case*  recently  decided 
that  the  Bridgeport  Gas  company  is  at  present  earning 
a  fairly  liberal  income,  and  in  refusing  to  grant  a  petition 
for  a-  reduction  of  the  company's  rates  it  was  stated  by 
the  Commission,  as  one  of  the  reasons,  that  better  and 
more  extended  service  could  fairly  be  required  of  and  fur- 
nished by  a  company  with  a  fair  margin  of  profit  above 
mere  compensation.  The  Commission  is  of  opinion  that 
a  company  which  is  allowed  to  earn  annually  a  fair  reason- 
able net  income,  which  it  has  been  shown  that  this  company 
is  now  earning,  should  at  the  same  time  follow  or  be  required 
to  follow  a  correspondingly  fair  and  reasonable  policy 
regarding  the  service  given  and  compliance  with  requests 


•/w  the  Matter  of  the  Petition  of  John  H,  McMurray  et  al.,  for  a 
Reduction  of  Rates  Charged  for  Gas  by  the  Bridgeport  Gas  Light  Com- 
puny  of  Bridgeport,  printed  in  Commission  Leaflet  No.  33,  at  page  905. 
—  En. 
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for  extensions.  We  do  not  believe  that  before  every  por- 
tion of  a  main  is  laid  it  should  be  shown  to  be  prospectively 
profitable  or  perhaps  even  self-sustaining  from  the  start.  So 
long  as  there  is  reason  to  believe  that  a  proposed  extension 
will  produce  business  which  will  now  or  shortly  show  no 
material  loss  to  the  company,  the  company  should  maJ^e  the 
extension  when  requested  at  its  own  expense,  and  should, 
itself,  bear  whatever  risk  of  loss  or  actual  loss  may  be 
incurred  prior  to  the  extension  becoming  actually  profitable 

We  are  of  opinion  and  find  that  both  of  the  present  cases 
come  within  this  class,  and 

We,  therefore,  order  and  direct,  Said  the  Bridgeport 
Gas  Light  Company  to  extend  its  lines  of  mains  and  to  be 
prepared  to  furnish  gas  at  the  residences  of  the  said  Wirth 
and  Blatz,  petitioners  herein,  on  or  before  October  1,  1914. 

We  further  order  and  direct.  Said  company,  upon  or 
after  said  date,  and  upon  request  from  said  petitioners, 
to  furnish  service  at  said  residences  in  the  same  manner 
and  at  the  same  rates  as  service  is  rendered  to  other 
patrons  of  the  said  company  in  said  city  of  Bridgeport 
and  without  said  petitioners  being  required  as  a  considera- 
tion for  such  service  to  make  any  guarantee  of  consump- 
tion in  the  form  or  in  form  similar  to  that  heretofore  re- 
quired by  the  company  as  a  prerequisite  for  extensions  in 
excess  of  125  feet. 

We  further  determine  and  direct.  That  notice  of  the  fore- 
going finding,  order  and  decree  be  given  to  the  petitioners, 
AVarren  D.  Blatz  and  John  C.  Wirth,  and  to  Marsh,  Stxxl- 
dard  and  Day,  attorneys  for  the  respondent,  the  Bridge- 
port Gas  Light  Company,  by  Henry  F.  Billings,  Secretary 
of  this  Commission,  by  forwarding  to  each  by  registeretl 
mail,  a  true  and  attested  copy  hereof  on  or  before  tho 
eighteenth  day  of  August,  1914,  and  due  return  make 
hereon. 

Dated  at  Hartford,  Connecticut,  this  eighteenth  day  of 
August  A.  D.,  1914. 
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IDAHO. 

Public  Utilities  Commission. 

H.  H.  Abrams  v.  Pacific  and  Idaho  Northern  Railway 
Company,  a  Corporation. 

Case  No.  F-52  — Order  No.  143. 

Decided  August  7,  1914. 

Free    and    Beduced    Service    to    Ministers    of    BeUgion  —  Discrimination 
Between  Members  of  this  Privileged  Class. 

The  Commission  found  that  the  rule  and  practice  of  the  defendant 
company  in  granting  permits  to  ministers  of  religion  which  enable  them 
to  travel  over  the  line  of  the  defendant  company  at  reduced  or  one-half 
rate  fares  was  merely  a  privilege  extended  to  said  persons  by  the  de- 
fendant;  which  privilege  the  defendant  might  grant  or  withhold  at  its 
option;  that  the  canceling  of  Permit  No.  31  granted  to  the  complainant 
by  the  defendant  while  at  the  same  time  the  defendant  was  permitting 
such  privileges  to  remain  in  force  as  to  other  ministers  of  religion  was  a 
discrimination  against  the  complainant;  that  such  action  was  in  contraven- 
tion of  Section  18  of  the  Public  Utilities  Act  of  the  State  of  Idaho. 

An  order  was  entered  directing  the  defendant  to  cease  denying  to  the 
complainant  as  a  minister  the  privilege  of  procuring  transportation  over 
the  defendant's  lines  at  reduced  or  one-half  fare  rates,  while  at  the  same 
time  granting  to  other  ministers  such  privileges.* 


Editor's  note  prepared  from  the  record. 
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INDIANA. 

Public  Service  Commission. 

City  of  Richmond,   Indiana,   v.   Richmond  City  Watbb 

Works. 

No.  176. 

Decided  June  20,  1914, 

Petition  Bequesting  Investigation  by  Oommlsslon  of  Value  of  Property  of 
Respondent  and  EstabUshment  of  Beaeonable  Bates  for  Water  in  the 
Pity    of    Biclimond  —  Investigation    Made    by    Commission, 
Valuation  of  Property  of  Water  Company  Determined, 
Schedule   of   Reasonable   Bates   Prescribed,    and 
Bules  and  Begulations  of  Bespondent  Com- 
pany Considered  and  so  Changed  as 
to  be  Fair  and  Equitable. 

The  Commission  after  a  careful  consideration  of  actual  cost  of  plant, 
actual  investment  as  shown  by  the  capitalization  of  the  company,  the  cost 
of  reproduction  new,  the  cost  of  reproduction  new  less  depreciation  and 
the  valuation  of  the  property  submitted  for  purposes  of  taxation,  found 
the  fair  value  of  the  property  for  rate  making  purposes  to  be  $750,000, 
this  value  including  new  improvements  contracted  for  but  not  completed 
and  also  including  $25,000  for  going  value. 

Going  Value. 

Held:  Tliat  in  so  far  as  going  value  is  measured  by  the  early  losses 
incurred  in  building  up  the  business,  no  allowance  could  be  made  since 
all  moneys  expended  in  developing  business  had  been  reimbursed  out  of 
profits*  from  the  successful  operation  of  the  plant. 

That  in  so  far  as  going  value  represents  the  difference  between  the 
completed  plant  without  use  of  its  service  and  the  same  property  with 
a  full  demand  for  its  service,  it  was  difficult  to  define  but  must  be  con- 
sidered by  the  Commission. 

That  the  sum  of  between  $122,059  and  $113,980  claimed  by  witnesses 
for  the  company  was  unreasonable.    The  Commission  allowed  $25,000. 

Fixed    Charges  —  Operating    Expenses  —  Depreciation    Fnnd  —  Beasonabli 

Betum  to  Company. 

Having  determined  a  fair  and  reasonable  value  of  the  property,  the 
Commission  next  found  that  the  fixed  charges  would  be  approximately 
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$10,000;    operating   expenses    approximately    $25,360;    and    depreciation 
charge  %  of  1  per  cent,  of  the  value  of  the  property,  or  $6,000. 

The  Commission  further  found  that  6  per  cent,  net  on  the  value  of 
the  property,  as  found  by  the  Commission,  would  be  a  rate  of  return 
J-  fair  both  to  the  users  of  the  utility  and  the  investors  therein. 

y:'  Reasonable  Bates. 

The  Commission  thereupon  prescribed  a  schedule  of  rates  (based  on  the 
cost  of  service  to  each  class  of  consumers),  which  in  the  opinion  of  the 
Commission  would  yield  to  the  company  a  reasonable  return. 

Discrimination  —  Discrepancy  In   Schedules  —  Preferential   Bates. 

It  appeared  that  the  defendant  was  not  charging  in  all  cases  the  rates 
on  file  with  the  Commission. 

Ordered,  That  the  respondent  charge  in  all  cases  the  rates  prescribed  by 
the  Commission  and  cease  to  give  any  preferential  or  unjustly  discrimina- 
tory rates.* 

Opinion  and  Order. 
On  the  fifth  day  of  August,  1913,  the  city  of  Richmond, 
Indiana,  filed  with  the  Public  Service  Commission  a  peti- 
tion alleging  the  following  facts: 

The  petition  of  the  above  named  petitioner,  the  city  of 
Richmond,  Indiana,  respectfully  shows: 

(1)  That  said  petitioner  is  now  and  was  at  all  times 
herein  mentioned  a  municipality  situate  in  the  county  of 
Wayne,  and  State  of  Indiana,  and  is  duly  and  legally 
organized  and  incorporated  as  a  city  and  pursuant  to  the 
laws  of  the  State  of  Indiana,  and  now  contains  a  popula- 
tion of  about  25,000  inhabitants. 

(2)  That  said  respondent  is  now  and  was  at  all  times 
herein  mentioned  a  private  corporation  duly  and  legally 
organized  and  operating  under  and  pursuant  to  the  laws 
of  the  State  of  Indiana,  with  its  principal  oflSce  and  chief 
place  of  business  in  said  city;  that  it  is  a  public  utility 
operating  under  an  indeterminate  permit,  and  that  as  such 
public  utility  said  respondent  is  subject  to  the  provisions 
of  the  laws  of  the  State  of  Indiana. 


Editor's  headnote. 
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(3)  That  said  respondent  now  owns,  operates,  manages 
and  controls,  and  at  all  times  herein  mentioned  it  has 
owned,  operated  and  controlled,  a  plant,  equipment  and 
apparatus  within  said  Wayne  County,  and  the  major  por- 
tion of  which  is  within  said  city  of  Richmond,  for  the  pro- 
duction, transmission,  delivery  and  furnishing  of  water  to 
and  for  the  public  and  to  the  inhabitants  of  said  city ;  that 
it  furnishes  and  supplies  water  for  pay  to  said  city  for  the 
purpose  of  suppressing  and  extinguishing  fires  therein, 
and  for  the  private  use  of  said  city,  and  to  numerous  and 
divers  residents  and  citizens  of  said  city  for  domestic  and 
sprinkling  purposes,  and  to  numerous  and  divers  individ- 
uals, firms  and  corporations  within  said  city  for  steam, 
manufacturing  and  other  purposes,  all  of  which  water  is 
so  furnished  by  said  respondent  under  and  pursuant  to  a 
schedule  of  rates  and  charges,  and  in  accordance  with  rules 
and  regulations  which  were  heretofore  adopted. 

(4)  That  said  petitioner  is  directly  interested  in  all  the 
rates  and  charges  made  by  said  respondent  for  water  fur- 
nished within  said  city. 

(5)  That  said  respondent  charges  said  petitioner  for 
service  of  water  for  prevention  and  extinguishment  of  fires 
the  sum  of'$15,854  per  annum,  one-half  thereof  payable  semi- 
annually on  April  first  and  October  first  of  each  year ;  said 
sum  being  based  on  the  number  of  fire  hydrants  within  said 
city;  there  now  being  225  hydrants  for  which  said  respond- 
ent charges  said  petitioner  per  hydrant  per  year  the  sum 
of  $55.00,  and  71  hydrants  for  which  said  respondent 
charges  said  petitioner  per  hydrant  per  year  the  sum  of 
$49.00,  and  29  intermediate  hydrants  which  have  been 
erected  at  the  expense  of  said  petitioner  for  which  no 
charge  is  made,  making  an  average  of  a  little  more  than 
$48.78  per  year  for  each  hydrant. 

That  such  rates  and  charges  by  said  respondent  for  fire 
hydrants  made  against  said  petitioner  are  excessive,  exor- 
bitant and  unreasonably  high. 
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(6)  That  said  respondent  refuses  to  make  an  extension 
to  its  system  of  pipes  and  water  mains  unless  there  are 
bona  fide  applications  by  residents  or  property  owners  on 
the  line  of  such  proposed  extension  for  water  for  their  own 
consumption  to  such  an  amount  that  the  annual  income 
therefrom  at  the  rates  fixed  therefor  shall  equal  at  least 
the  sum  of  $49.00  per  annum  for  each  500  feet  of  such  ex- 
tension, or  unless  said  petitioner  will  rent  of  said  respond- 
ent an  additional  fire  hydrant  for  each  500  feet  of  such 
extension. 

That  such  regulation,  practice  and  rule  is  unreasonable, 
insufficient  and  unjustly  discriminatory  and  such  service 
is  inadequate  and  cannot  be  obtained. 

(7)  That  said  respondent  charges  flat  rates  for  water 
it  furnishes  private  dwelling  houses,  as  follows : 

For  one  room,  per  annum $3  00 

For  two  rooms,  per  annum 3  60 

For  three  rooms,  per  annum 4  20 

For  four  rooms,  per  annum 4  80 

For  five  rooms,  per  annum 5  40 

For  six  rooms,  per  annum 6  00 

For  seven  rooms,  per  annum 6  60 

For  eight  rooms,  per  annum , 7  20 

For  nine  rooms,  per  annum 7  80 

For  ten  rooms,  per  annum 8  40 

For  eleven  rooms,  per  annum 9  00 

For  each  additional  room 50 


These  rates  apply  to  all  rooms  except  attic  rooms,  small 
rooms  over  halls,  and  rooms  in  basements,  on  which  a  rate 
of  25  cents  is  assessed. 

Rooms  in  outbuildings,  rear  buildings,  or  buildings  on 
alleys,  when  occupied  by  servants,  are  assessed  25  cents 
each  per  annum,  and  when  occupied  by  tenants,  one-half 
the  rates  on  private  dwellings. 

The  above  rates  are  for  the  general  uses  of  water  in  and 
about  the  dwellings,  while  the  following  rates  are  for  the 
special  uses  of  water  as  named,  as  follows : 
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Baths,  each  faucet,  per  annum ^^11^ 

Sitz  baths,  each  faucet,  per  annum 50 

Foot  baths,  each  faucet,  per  annum i) 

Sinks,  each  faucet,  per  annum 1  Oi^ 

Urinals,  each,  per  annum 1  ^^^ 

Water  closets  with  hand  valves,  each,  per  annum 3  W 

Water  closets  with  valves  open  during  entire  sitting,  each,  per  annum  6  ^x* 

Wash  hand  basins,  each,  per  annum 5«^ 

Wash  trays,  tubs  or  bins,  each  faucet,  per  annum '^ 

Hose  attachment  for  sprinkling  the  streets  during  the  sprinkling 
season,  and  washing  sidewalks,  steps,  windows  and  fronts  of  lots 
not  exceeding  33  feet  front  and  half  the  width  of  the  street,  each, 

per  annum 3  «^ 

For  each  additional  foot  front ^* 

Corner  lots,  both  fronts  are  charged,  if  sprinkled,  at  above  rates,  by 
aggregating  and  estimating  both  fronts  as  one  equivalent  front. 

Hose  automatic  or  rotative  lawn  sprinklers,  each,  per  annum....  1^^ 

That  each  and  all  of  the  rates  and  charges  herein  nameJ 
are  excessive,  exorbitant,  unreasonable  and  unjustly  dis- 
criminatory. 

(8)  That  the  rates  and  charges  made  by  the  respondent 
for  water  furnished  boarding  houses  within  said  city,  ac 
commodating  more  than  five  boarders,  and  being  $4.00  for 
one  room  and  $1.00  additionah  for  each  additional  room, 
are  excessive,  exorbitant,  unreasonable  and  unjustly  dis- 
criminatory. 

(9)  That  the  flat  rates  charged  by  respondent  for  watit 
furnished  all  domestic  consumers  wdthin  said  city  are  .x 
cessive,  exorbitant,  unreasonable  and  unjustly  discrim 
inatory. 

(10)  Said  respondent  charges  this  petitioner  for  water 
which  it  uses  through  meter  the  sum  of  25  cents  per  1,00*^ 
gallons,  and  all  the  consumers  that  use  water  by  met  r 
within  said  city  are  charged  by  said  respondent  the  fol 
lowing  : 
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Meter  Rates. 
Domestic  consumers,  25  cents  per  1,000  gallons. 

1,200  to  2,500  gallons  per  day,  15  cents  per  1,000  gallons. 

2,500  to  5,000  gaUons  per  day,  121/2  cents  per  1,000  gallons. 

5,000  to  10,000  gallons  per  day,  10  cents  per  1,000  gallons. 

10,000  to  30,000  gallons  per  day,    9  cents  per  1,000  gallons. 

30,000  to  50,000  gallons  per  day,    8  cents  per  1,000  gallons. 

50,000  to  75,000  gallons  per  day,    7  cents  per  1,000  gallons. 

75,000  to  100,000  gallons  per  day,     6  cents  per  1,000  gallons. 

(11)  That  said  rate  or  charge  of  25  cents  per  1,000  gal- 
lons made  by  said  respondent  for  domestic  consumption  of 
water  is  excessive,  exorbitant  and  unreasonably  high. 

(12)  That  said  meter  rates  charged  domestic  consumers 
for  water  by  said  respondent  are  excessive,  exorbitant  and 
unreasonable  and  unjustly  discriminatory  against  said  city 
and  the  users  of  small  quantities  of  water  and  in  favor  of 
consumers  that  use  large  quantities. 

(13)  Rule  28  as  promulgated  by  respondent  and  enforced 
for  many  years  last  past  is  as  f oUow^s : 

**  Owners  of  premises  may  have  meters  attached  to  their 
services  by  making  written  application  at  the  oflSce  of  the 
water  works.  Before  meter  is  placed,  the  consumer  shall, 
at  his  expense,  have  pipes  so  arranged  that  all  water  will 
pass  through  meter. 

**  Where  more  than  one  meter  is  connected  to  a  service 
supplying  the  premises  applications  for  water  through  said 
meters  shall  be  made  by  the  owner. 

**  If,  at  the  time  of  setting:  a  meter,  the  stop  and  waste 
valve  on  main  supply  line  is  missing  or  defective,  the  water 
works  will  supply  one  at  cost.  Extra  piping,  where  neces- 
sary, will  be  charged  to  the  applicant." 

And  said  respondent  refuses  to  set  meters  unless  the 
owner  of  premises  upon  which  the  same  are  to  be  set  exe- 
cutes the  following  contract: 

**I  hereby  make  application  for  a  w^ater  meter  to  be 

placed  at ,  said  property  being  owned  by  me 

and  occupied  by 
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[Ini 

'*  I  agree  to  be  responsible  for  damage  to  meter  caused 
by  freezing,  hot  water,  steam  setting  back  from  boiler,  or 
any  damage  caused  by  carelessness. 

**  I  further  agree  to  be  responsible  for  any  six  months' 
unpaid  water  and  meter  rental  at  above  premises. 

**  Send  statement  to 

'* ,  Applicant." 

That  said  rule  or  requirement  in  order  to  obtain  water 
by  meter  is  unreasonable,  unfair  and  unjustly  discrimina- 
tory and  places  upon  such  a  consumer  unjust,  unreasonable, 
unfair  and  inequitable  burdens. 

(14)  That  said  respondent  charges  consumers  for  the 
use  of  meters  a  monthly  rental  therefor,  payable  when 
water  bills  are  due,  the  water  works  setting  meters  without 
additional  charge,  except  as  provided  in  Rule  28,  as  follows, 
to  wit  : 

For  1/2?  %  and  %  inch  meters $0  25 

For  1  inch  meters 50 

For  IV2  inch  meters 75 

For  2  inch  meters 1  00 

For  3  inch  meters 2  00 

For  lairger  sizes  of  meters  an  additional  monthly  meter  rental  is  charged. 

(15)  That  the  monthly  rates  and  charges  made  by  re- 
spondent for  the  use  of  meters  to  measure  the  amount  of 
water  consumed  are  unjust,  unreasonable,  inequitable,  ex- 
cessive and  exorbitant,  and  by  making  and  enforcing  such 
charges,  or  any  charge,  for  the  use  of  meters,  said  respond- 
ent is  thus  enabled  to  receive  and  does  receive,  on  the 
average  from  domestic  consumers,  rates  for  water  con- 
sumed much  in  excess  of  25  cents  per  1,000  gallons,  and 
much  in  excess  of  reasonable  and  fair  rates. 

(16)  That  the  rates  charged  by  respondent  for  the  serv- 
ices rendered  petitioner  and  other  consumers  within  said 
city  are  excessive,  unjust,  unfair  and  unreasonably  high. 

(17)  The  charges  made  by  respondent  for  tapping  mains 
and  laying  service  pipe  from  mains  in  street  to  immediately 
inside  the  curb  for  single  taps,  $10.00  to  $30.00,  and  double 
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taps,  $13.00  to  $35.00,  and  mor^  for  cast  iron  services,  are 
excessive,  exorbitant,  and  unreasonably  high. 

Wherefore,  the  petitioner  prays  that  said  respondent, 
the  Richmond  City  Water  Works,  be  required  to  answer 
the  charges  herein,  that  due  hearing  and  investigation  be 
had  and  the  actual  value  of  the  property  of  respondent 
used  and  useful  in  supplying  water  to  said  city  and  its 
inhabitants  be  ascertained ;  that  a  just,  reasonable  and  law- 
ful rate  or  charge  be  fixed  by  proper  order  which  said  peti- 
tioner should  pay  for  water  for  fire  purpose  and  for  all 
other  purposes  and  for  all  other  consumers ;  that  respond- 
ent be  required  to  reduce  all  its  present  rates  and  charges 
for  water;  that  the  rates  be  equitably  adjusted;  that  re- 
spondent be  forbidden  by  proper  order  from  charging  or 
receiving  any  meter  rental  or  other  charge  for  use  of 
meter;  that  all  meters  be  ordered  furnished,  installed  and 
maintained  by  respondent  free  of  all  cost  and  expense  to 
the  consumer;  that  all  reasonable,  proper  and  necessary 
extensions  of  respondent's  plant  be  ordered  made  so  as  to 
make  full  and  eflScient  service  to  all  the  inhabitants  of  said 
city;  and  for  such  other  and  further  orders  as  the  Com- 
mission may  deem  just,  necessary,  legal,  proper  or  equita- 
ble in  the  premises. 

Due  notice  of  the  filing  of  the  petition  was  given  to  the 
water  works.  An  order  was  issued  directing  the  company 
to  file  with  the  Commission  an  inventory  of  all  its  property; 
this  it  did  in  due  season. 

Two  of  the  Commission's  accountants  audited  the  books 
of  the  company  from  the  time  of  its  organization  until  the 
completion  of  the  audit.  The  report  of  the  accountants 
was  full  and  complete. 

After  the  inventory  was  received,  the  engineering  staff 
of  the  Commission  was  requested  to  examine  the  property 
and  prepare  for  the  Commission  a  complete  appraisal  of 
all  the  assets  of  the  company.  This  tentative  valuation 
of  our  staff  was  completed  in  triplicate,  and  one  copy  was 
forwarded  to  the  company  and  one  to  the  city. 
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Each  was  furnished  with  a  copy  of  the  Rules  of  Practice 
of  the  Commission,  and  attention  directed  to  Rule  9,  which 
provides  for  filing  of  exceptions  to  the  appraisal  made  by 
the  Commission 's  staff.  Ten  days  were  given  to  file  excep- 
tions to  the  appraisal. 

On  the  second  day  of  February,  1914,  the  city  filed  nine 
exceptions  to  the  valuation  made  by  the  Commission's  staff. 
On  the  same  day,  the  company  filed  twenty-two  exceptions 
to  the  valuation  made  by  the  Commission 's  staff. 

The  cause  was  set  for  trial  at  the  office  of  the  Commis- 
sion, in  Indianapolis,  on  the  eighteenth  day  of  February, 
1914. 

At  the  hearing  the  city  was  represented  by  Mr,  William 
A.  Bondy  and  the  Richmond  City  Water  Works  was  repre- 
sented by  Monks,  Robbins,  Starr  and  Goodrich.  The  city 
requested  the  opening  and  closing  of  the  case.  This  was 
granted,  and  the  taking  of  evidence  began.  The  city  intro- 
duced in  evidence  the  audit  made  by  our  accountants,  and 
the  tentative  valuation  made  by  our  engineering  staff. 

It  also  introduced  in  evidence  a  valuation  of  the  prop- 
erty made  by  Edwyn  E.  Watts,  a  hydraulic  engineer  of 
Princeton,  Indiana. 

The  company  introduced  in  evidence  an  appraisal  of  the 
plant  made  by  Alvord  and  Burdick  of  Chicago,  and  an 
appraisal  made  by  Professor  D.  W.  Mead  of  the  University 
of  Wisconsin.  Oral  evidence  was  introduced  by  each  of 
the  parties. 

The  final  estimate  of  the  value  of  the  plant  as  determined 
by  our  staflf  is  as  follows: 
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Cost  of  Present 

reproduction.  value, 

A.  Land $29,305  $29,206 

B.  Transmission  and  distribution 419,795  390,831 

C.  Buildings  and  miscellaneous  structures 81,803  60,965 

D.  Plant  equipment   109,085  95,979 

E.  General  equipment    13,612  11,427 

F.  Paving 48,208  42,746 

Total $701,806  $631,154 

Add  12  per  cent,   (see  note  below) 84,217  75,739 

Total $786,025  $706,893 

H.    Material  and  supplies 16,973  16,773 

Total. $802,998  $723,666 


Note. — Addition  of  12  per  cent,  to  cover  engineering,  superintendence, 
interest  during  construction,  contingencies,  etc. 
8 
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The  final  estimate  of  the  property,  made  by  E.  E.  Watts, 
is  as  follows: 

Division  A. —  Preumixary  Cost. 

Item                                            •  Net 

No,                 Item,                                                         Reproduction  physical 

1.  Preliminary  cost —                                                    coat.  value. 

2.  Pumping  station  fund j^671  $671 

3.  Water  supply  land 8,031  8^503 

4.  Resenoir  tract  . .' 1,131  1,118 

5.  General  office  lot 3,625  3,625 

6.  Utility  equipment,  lot,  etc 800  766 


rind. 


TOTAL  DIVISION  B $14,258  $14,ftS3 


Divislox  C. —  Water  RiciHTS  axd  Rkihts  op  Way. 

7.  Water  rights   $11,400  .$11,000 

8.  Rights  of  way 3,647  3,647 


total  division  o $15,047  $14,6i7 


Division  D. —  Buildings  1\sei)  in  Operation  of  Property. 
9.     Engine  room  foundations 


10.     hiugme  room  above  loundations.  ' 


11.  Vaults  in  station  grounds 

12.  Ground  improvements   

13.  Air  valve   house. 

14.  Boiler   room   foundations 

15.  Boiler  room   above  foundations 

16.  Suction  well 

1 7.  Collecting  well 

18.  Galleiy  No.   1 

19.  (Jallery  No.  2 

20.  (Jallery  No.  3 

21.  Gallery  No.  4 

22.  Cooper  well   

23.  Comer's  spring   

24.  Weir  chamber 

25.  Reservoir 

26.  Oflfice  building 

27.  Coal  house   

28.  Switch  track    

29.  Storage  shed    

30.  Residences  and  other  buildings 

TOTAL  niVrSION  I) 


385 

319 

53 

276 

2,252 

5,634 

375 

276 

4o 

262 

1^19 

5,409 

252 

218 

1,277 
4,459 
2,505 
2,615 

836 
3,077 
1,779 
1,910 

1,462 
19 

1,374 
19 

505 

28,436 
7^587 
2,796 

505 

25,038 

3,490 

2,689 

2,266 

1,678 

436 

420 

11,498 

5.623 

$81,803 

$60,965 
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Division  E. —  Pumping  Station  Equipment. 

Net 

Item                                                                               Ee  product  ion  physical 

Xo.                Item.                                                             cost,  vaiue. 

:n.     Main  pumpiiijr  engines $29,000  $16,619 

32.  Miscellaneous  equipment  5,598  4,203 

33.  Electric  driven  vacuum  pump 969  931 

,34.     Boilers : 3,586  3,374 

3.).     Miscellaneous  boiler  equipment 5,722  5,325 

36.  16-inch  pipe,  collecting  to  suction  well 131  114 

37.  24-inch  pipe,  gallery  No.  1  to  suction  well. .               364  315 

:iS.     6-inch  pipe,  galler>'  No.  2  to  condenser 32  28 

:^9.     10-inch  pipe,  gallerj^  No.  3  to  gallery  No.  2.            2,068  1,652 

40.  Pipe  lines,  gallery  No.  4  to  connecting  well.          18,959  16,751 

41.  16-inch   siphon  line 39,980  37,432 

42.  Comer's  spring  lines 1,941  1,747 

43.  Transmission  main  17,294  15,020 


Division  F. —  Distribution  System. 

44.  Street  mains ,f  189,500 

45.  Specials  on  mains 

46.  Laying  mains 

47.  Unusual  excavation 

48.  Pavements 

49.  Steam  railroad  crossings 

50.  Street  railroad  crossings 

51.  Miscellaneous  crossings  

52.  Valves 

53.  Valve  boxes  and  pits 

54.  Services 

55.  Unusual  excavation  (services) 

56.  Pavement  over  sers'ices 

57.  Hydrants 

58.  Meters 

59.  Free  services   


TOTAL   DIVISION    F. 


TOTAL  DIVISION  E $125,644  $103,511 


.   $189,500 

$181,717 

4/234 

3,637 

78,537 

67,133 

7,305 

6,246 

2,287 

1,829 

1,050 

903 

1,060 

971 

2,644 

2,274 

5,314 

4,028 

4,143 

3,544 

21,208 

16,967 

2,241 

1,793 

14,189 

11,147 

33,461 

24,443 

$367,173 

$326,652 
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M 
Division  G. —  Inventobies. 

Nei 
Item  Reproduction     pkysieol 

No,  Item,  cost,  vnhe. 

00.    General  office  equipment $6,741  $5,736 

61.  Utility  equipment  6,871  5,697 

62.  Miscellaneous  equipment,  material  and  sup- 

pUes 16,973  16,473 

total  division  g $30,585         $27,990 

Division  H. —  General. 

63.  Engineering  and  superintendence ^ 

64.  General  construction  cost >      $50,590  $50,590 

65.  Interest  during  construction J 

66.  Going  value 

67.  Operating  capital  10,000  10,000 

TOTAL  division  E 

Grand  Total $685,100        $596,678 


The  following  table  shows  the  actual  cost  of  the  plant, 
the  amount  of  original  capital  invested,  and  how  the  same 
was  acquired,  the  amount  of  invested  surplus,  and  the  net 
profit  over  and  above  6  per  cent,  annual  interest  on  the 
actual  investment,  to  wit  : 
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The  Richmond  City  Water  Works  was  incorporatoil 
May  24,  1884,  and  a  contract  was  made  August  9,  1884, 
with  the  S.  L.  Wiley  Construction  Company  for  the  con- 
struction of  a  complete  system  of  water  works  for  the  city 
of  Richmond  and  its  inhabitants.  The  amount  paid  the 
construction  company  was  $283,216.04. 

Other  sums  were  expended  in  additions,  betterments,  new 
construction  and  replacements  as  are  indicated  in  the  above 
table  showing  the  total  investment  in  the  plant. 

The  plant  was  well  constructed  and  has  been  prudently 
managed.  There  has  been  no  exhibition  of  frenzied  finance. 
In  a  plain  businesslike  w^ay  the  company  has  diligently 
proceeded  to  perform  the  duties  it  was  created  to  perform. 
It  is  to  be  commended  for  the  manner  in  which  it  has  clone 
this.  It  has  furnished  the  city  of  Richmond  and  its  inhab- 
itants an  abundant  supply  of  pure  and  wholesome  water. 
The  pressure  for  fire  purposes  has  been  sufficient  at  all 
times.  There  is  no  complaint  of  the  character  of  the  water 
now  furnished. 

The  rate  charged  has  been  such  as  to  bring  continuonsly 
increasing  revenues  to  the  company.  The  salaries  charged 
by  the  officials  have  been  just  and  reasonable.  There  has 
been  no  contention  that  the  officials  have  looted  the  treas- 
ury of  the  company. 

The  city  of  Richmond  is  a  wealthy,  substantial  com- 
munity, and  has  a  steady  growth  in  population.  With 
additions  and  betterments  now  under  construction  the  Rich- 
mond City  Water  Works  will  be  a  very  valuable  and 
efficient  property.  It  will  be  well  equipped  to  do  its  work, 
and  will  have  a  perfect  monopoly  for  the  sale  of  its  services 
to  more  than  25,000  people.  It  has  no  fear  of  a  rival,  and 
a  less  hazardous  investment  can  scarcely  be  imagined. 
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Nature  of  the  Action. 

The  purpose  of  this  proceeding  is  to  determine  a  just 
and  reasonable  rate  to  be  charged  by  the  Richmond  City 
Water  Works  for  services  hereafter  to  be  rendered,  and  to 
remove  any  unjust  discriminations  that  may  now  exist  in 
its  rates. 

In  order  to  ascertain  this  *' just  and  reasonable  ''  rate 
it  is  necessary  to  determine: 

1.  The  value  of  all  the  property  of  the  water  works, 
actually  used  and  useful  for  the  convenience  of  the  public. 

2.  The  fixed  charges  against  the  company. 

3.  The  operating  expenses  of  the  company. 

4.  A  depreciation  fund  which  *  *  will  provide  the  amounts 
required  over  and  above  the  expense  of  maintenance,  to 
keep  the  property  in  a  state  of  efficiency  corresponding  to 
the  progress  of  the  industry. ' ' 

5.  To  provide  a  reasonable  and  fair  return  to  the  com- 
pany where  the  investment  is  a  reasonably  prudent  one, 
and  the  management  reasonably  skillful. 

1.    VALUATION  OF  THE  PROPERTY. 

The  most  important  problem  in  the  case  is  the  determina- 
tion of  the  value  of  the  property.  In  the  natural  order 
of  the  case  this  will  first  be  considered. 

Our  purpose  is  to  ascertain  the  fair  and  reasonable  value 
of  the  property,  used  and  useful  for  the  convenience  of  the 
public.  This  value  must  be  ascertained  as  of  the  time 
when  the  inquiry  is  made  concerning  the  rates.  WUlcox  v. 
Gas  Company^  212  U.  S.  19;  San  Diego,  etc.,  Company  v. 
National  City,  174  U.  S.  739. 

It  is  the  simple  rule  of  determining  what  under  all  the 
circumstances  is  reasonable  and  just  between  the  rate 
payers  and  the  corporation  engaged  in  producing  the 
service.  Spring  Valley  Waterworks  v.  City,  etc.,  of  San 
Francisco,  124  Fed.  574. 

In  order  to  ascertain  the  fair  value  of  the  property,  the 
original  cost  of  construction,  the  amount  expended  in  per- 
manent improvements,  the  amount  and  market  value  of  its 
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bonds  and  stocks,  the  cost  of  reproduction  new,  the  cost  of 
reproduction  less  depreciation,  the  probable  earning 
capacity  of  the  property,  under  particular  rates,  the  sum 
required  to  meet  fixed  charges  and  operating  expenses, 
and,  the  valuation  of  the  property  for  purposes  of  taxation, 
are  all  matters  for  consideration,  and  should  be  given  such 
weight  as  may  be  just  and  right  in  each  case.  There  may 
be  other  matters  to  be  regarded  in  determining  the  value 
of  the  property.  Smyth  v.  Ames,  169  U.  S.  546 ;  Simpson 
V.  Shepard,  230  U.  S.  352  (435) ;  Act  of  Congress  approved 
March  1,  1913;  San  Diego  Land  and  Town  Company  v. 
Jasper,  189  U.  S.  439  (444). 

The  ascertainment  of  that  value  is  not  controlled  by 
artificial  rules.  It  is  not  a  matter  of  formulas,  but  there 
must  be  a  reasonable  judgment,  having  its  basis  in  a  proper 
consideration  of  all  relevant  facts.  Simpson  v.  Shepard, 
230  U.  S.  352  (435). 

The  Act  of  Congress  under  which  the  Interstate  Com- 
merce Commission  is  valuing  the  property  owned  by  the 
railroads,  provides  the  methods  to  be  followed  by  that 
Commission.  The  provisions  of  that  act  are  interesting 
and  instructive,  and  are,  in  part,  as  follows : 

"  First.  In  such  investigation  said  Commission  shall  ascertain  and  report 
in  detail  as  to  each  piece  of  property  owned  or  used  by  said  common 
carrier  for  its  purposes  as  a  common  carrier,  the  original  cost  to  date, 
the  cost  of  reproduction  new,  the  cost  of  reproduction  less  depreciation, 
and  an  analysis  of  the  methods  by  which  these  several  costs  are  obtained, 
and  the  reason  for  their  differences,  if  any.  The  Commission  shall  in 
like  manner  ascertain  and  report  separately  other  values,  and  elements 
of  value,  if  any,  of  the  property  of  such  common  carrier,  and  an  analysis 
of  the  methods  of  valuation  employed,  and  of  the  reasons  for  any  differ- 
ences between  any  such  value  and  each  of  the  foregoing  cost  values. 

"  Second.  Such  investigation  and  report  shall  state  in  detail  and  sepa- 
rately from  improvements  the  original  cost  of  all  lands,  rights  of  way, 
and  terminals  owned  or  used  for  the  purposes  of  a  common  carrier,  and 
ascertained  as  of  the  time  of  dedication  to  public  use,  and  the  present 
value  of  the  same,  and  separately  the  original  and  present  cost  of  con- 
denmation  and  damages  or  of  purchase  in  excess  of  such  original  cost  or 
present  value. 
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"  Third.  Such  investigation  and  report  shall  show  separately  the  prop- 
erty held  for  purposes  other  than  those  o£  a  common  carrier,  and  the 
original  cost  and  present  value  of  the  same,  together  with  an  analysis  of 
the  methods  of  valuation  employed. 

"Fourth.  In  ascertaining  the  original  cost  to  date  of  the  property  of 
such  common  carrier  the  Commission,  in  addition  to  such  other  elemoits 
as  it  may  deem  necessary,  shall  investigate  and  report  upon  the  history 
and  organization  of  the  present  and  of  any  previous  corporation  operating 
such  property;  upon  any  increases  or  decreases  of  stocks,  bonds,  or  other 
securities,  in  any  reorganization;  upon  moneys  received  by  any  such  eor- 
poration  by  reason  of  any  issues  of  stock,  bonds,  or  other  securities;  upon 
the  syndicating,  banking,  and  other  financial  arrangements  under  which 
such  issues  were  made  and  the  expense  thereof;  and  upon  the  net  and 
gross  earnings  of  such  corporations;  and  shall  also  ascertain  and  report 
in  such  detail  as  may  be  determined  by  the  Commission  upon  the  expaidi- 
ture  of  all  moneys  and  the  purposes  for  which  the  same  were  expended. 

"  Fifth.  The  Commission  shall  ascertain  and  report  the  amount  and 
value  of  any  aid,  gift,  grant  of  right  of  way,  or  donation,  made  to  any 
such  common  carrier,  or  to  any  previous  corporation  operating  such  prop- 
erty, by  the  Government  of  the  United  States,  or  by  any  state,  county, 
or  municipal  government,  or  by  individuals,  associations,  or  corporations; 
and  it  shall  also  ascertain  and  report  the  grants  of  land  to  any  suefa 
common  carrier,  or  any  previous  corporation  operating  such  property, 
by  the  Government  of  the  United  States,  or  by  any  state,  county,  or 
municipal  government,  and  the  amount  of  money  derived  from  the  sale 
of  any  portion  of  such  grants  and  the  value  of  the  unsold  portion  thereof 
at  the  time  acquired  and  at  the  present  time,  also,  the  amount  and  value 
of  any  concession  and  allowance  made  by  such  common  carrier  to  the 
Government  of  the  United  States,  or  to  any  state,  county,  or  municipal 
government  in  consideration  of  such  aid,  gift,  grant,  or  donation.^' 

A  definition  of  the  terms  used  to  indicate  the  different 
cost  values  will  materially  aid  us. 

**  Actual  cost  *'  includes  only  construction,  additions  and 
betterments  that  are  a  proper  capital  charge  under  ap- 
proved accounting  principles.  It  is  not  book  value  inflate*! 
by  financial  manipulations. 

**  Reproduction  cost  "  is  the  cost  of  replacing  the  present 
system  by  one  substantially  like  it.  Kennebec  Water  Dis- 
trict V.  Waferville,  97  Me.  185. 

**  Reproduction  cost  less  depreciation"  is  the  cost  of 
replacing  the  present  system  by  one  substantially  lik?  it. 
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depreciated  by  the  impairment  in  value  of  the  parts  of 
the  present  plant  which  remain  in  existence  and  are  con- 
tinued in  use.  Knoxville  v.  Knoxville  Water  Company, 
212  U.  S.  1. 

We  have  stated  briefly  the  abstract  principles  of  law  in- 
volved in  determining  the  valuation  of  property.  We  will 
now  apply  these  principles  to  the  concrete  case  before  us. 

The  actual  cost  of  the  Richmond  City  Water  Works,  as 
shown  by  the  records  of  the  company,  is  as  follows : 

All  expenditures  to  June  30,  1013 .$63(5,950  44 

New  work  completed  since  that  date 3,633  00 

Improvements  contracted  for  and  uncouipleted 51.429  00 

Material  and  supplies 10,000  00 

Working  capital 10,000  00 

TOTAU $712,012  44 


From  this  there  should  be  deducted  the  original  cost  of 
any  replaced  property.  The  extent  of  such  replacement 
is  not  exactly  clear  from  the  evidence. 

This  money  was  derived  from  the  following  sources : 

Common  stock  sold  June  6,  1S84 $lo3,*2r>0  00 

Stock  increased  from  surplus  June  6,  1907 96,750  00 

Stock  increased  from  surplus  March  6,  1909 125,000  00 

Stock  increased  from  surplus  December  21,  1910 75,000  00 

Total  Issue  of  Common  Stock $450,000  00 

Bonds  issued  October  15,  1884 $200,000  00 

Bonds  issued  October  15,  1898 250,000  00 

Preferred  stock  issued  October  15,  1913 :i>0,000  00 

Total  Issue  of  Bonds  and  Preferred  Stocks $800,000  00 


The  $200,000  bond  issue  was  taken  up  by  $200,000  of 
the  $250,000  issue.  The  $250,000  issue  of  bonds  was  paid 
by  the  $350,000  issue  of  preferred  stock. 
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The  total  capitalization  is  now  as  follows : 

Common  stock  1450,000  00 

Preferred  stock  350,000  00 

Preferred  stock,  unissued 50,000  00 

Total  Capitalization $850,000  OO 


There  was  a  discount  on  the  $200,000  bond  issue  of 
$25,000,  and  on  the  preferred  stock  issue  of  $10,500.  Total 
discount,  $35,500  on  bonds  and  preferred  stocks.  Of  the 
preferred  stock  $50,000  still  remains  in  the  treasury  of  the 
Water  Works. 

We  are  not  able  to  determine  from  the  accountants '  audit 
of  the  books  of  the  company  what  discount,  if  any,  there 
was  on  the  sale  of  the  $153,250  of  common  stock. 

On  this  investment  the  company  has  earned  and  dis- 
bursed, or  has  in  its  treasury,  above  taxes  and  operating 
expenses,  the  following  amounts: 

Dividends  on  common  stock $328425  00 

Invested  surplus   296,750  00 

Surplus  June  30,  1913 106^7  19 

Interest  on  funded  and  floating  debt 373,712  62 

Total  Earnings  above  Taxes  and  Operating  Ex- 
penses      $1A04^SM  SI 


These  earnings  would  appear  to  be  sufficient  to  satisfy 
even  the  dreams  of  avarice. 

The  discounts  on  stocks  and  bonds,  and  the  original  cost 
of  replaced  property  probably  accounts  for  the  diflferenec 
between  the  actual  investment  and  the  capitalization. 

There  appears  no  evidence  that  any  official  or  officials 
of  this  company  have  subverted  any  of  the  earnings  of  this 
property  to  their  own  purposes.  The  entire  transaction 
appears  to  have  been  clean,  honest  and  highly  profitable. 

It  is  our  conclusion,  that  this  company  has  not  invest  M 
in  its  property,  including  its  working  capital  and  material 
and  supplies,  together  with  contracts  let  and  yet  uncom- 
pleted, more  than  $712,012.44. 
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From  the  records  of  this  company,  every  item  of  legiti- 
mate expense  during  the  entire  construction  of  this  prop- 
erty is  easily  ascertained.  The  records  have  been  kept 
carefully  and  honestly. 

The  actual  cost  of  this  property  is  a  very  important  ele- 
ment of  consideration.  It  establishes  a  fair  presumption 
of  the  honest  value  of  the  property  of  the  Richmond  City 
Water  Works,  that  is  now  used  and  useful  for  the  con- 
venience of  the  public. 

In  the  case  of  San  Diego  Water  Company  v.  City  of  San 
Diego  J  118  Cal.  556,  the  court  says: 

**  Nor  would  it,  on  the  other  hand,  be  just  to  the  consumers  to  require 
them  to  pay  an  enhanced  price  for  water  on  the  ground,  that  it  would 
now  cost  more  to  construct  similar  works.  Such  a  contingency  may  well 
happen;  but  to  allow  an  increase  of  rates  for  that  reason  would  be  to 
allow  the  water  company  to  make  a  profit,  not  as  a  reward  for  its  ex- 
penditures and  services,  but  for  the  fortuitous  occurrence  of  a  rise  in  the 
price  of  materials  or  labor.  The  law  does  not  intend  that  this  business 
shall  be  a  speculation  in  which  the  water  company  or  the  consumers  shall 
respectively  win  or  lose  upon  the  casting  of  a  die,  or  upon  the  equally 
unpredictable  fluctuations  of  the  markets.  For  the  money  which  the  com- 
pany has  expended  for  the  public  benefit,  it  is  to  receive  a  reasonable, 
and  no  more  than  a  reasonable  reward.  It  is  to  be  paid  according  to 
what  it  has  done,  and  not  according  to  what  others  might  conceivably  do. 
In  effect,  the  bargain  between  the  company  and  the  public  was  made 
when  the  works  were  constructed;  and  this  matter  is  to  be  determined 
according  to  the  state  of  things  at  that  time.  As  we  have  said,  it  is  not 
the  water  or  the  distributing  system  which  the  company  may  be  said  to 
own,  and  the  value  of  which  is  to  be  ascertained.  They  were  acquired 
and  contributed  for  the  use  of  the  public.  The  public  may  be  said  to  be 
the  real  owner,  and  the  company  only  the  agent  of  the  public  to  admin- 
ister their  use.  What  the  company  has  parted  with  —  what  the  public  has 
acquired  —  is  the  money  reasonably  and  properly  expended  in  acquiring 
its  property  and  constructing  its  work.  The  State  has  taken  the  use  of 
that  money,  and  it  is  for  that  use  it  must  provide  just  compensation.'' 
• 

Again,  in  Wilkesharre  v.  Spring  Brook  Water  Company, 
4  Lack.  (Pa.)  Leg.  News,  367    (380),  the  court  says: 

"  The  primary  basis  of  any  calculator  as  to  the  value  of  a  water  plant 
must  be  the  money  actually  invested  by  the  owners.  If  the  earnings  of  the 
company  have  been  used  to  improve  the  property  it  is  counted  as  so  much 
more  cash  invested." 
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We  do  not  wish  to  be  understood  as  approving  all  th » 
principles  declared  in  these  two  cases. 

In  the  Advance  Rate  case,  20  Interstate  Commerce  Com- 
mission Report,  307,  Commissioner  Lane  says : 

"  Perhaps  the  nearest  approximation  to  the  fair  standard  is  that  of 
bona  fide  investment  —  the  sacrifice  made  by  the  owners  of  the  property  — 
considering  as  a  part  of  the  investment  any  shortage  of  return  that  there 
may  be  in  the  early  years  of  the  enterprise.  I'pon  this,  taking  the  life 
histoiy  of  the  road  through  a  number  of  years,  its  promoters  are  entitled 
to  a  reasonable  return.  This,  however,  manifestly  is  limited;  for  a  return 
should  not  be  given  on  wastefulness,  mismanagement,  or  poor  jadgmeot. 
and  a'wnys  there  is  present  the  restriction  that  no  more  than  a  reasopabie 
rate  shall  he  charged." 

It  will  be  observed  that  the  amount  of  connnon  and  pre- 
ferred stocks  of  this  company  is  $850,000.  It  may  be  fairly 
assumed  as  established  by  the  evidence  that  these  stock 
are  worth  not  less  than  the  par  value  thereof.  That  this  is 
one  element  to  be  considered  by  us  in  determining  th^ 
present  value  of  the  property  used  and  useful,  for  tho  cob- 
venience  of  the  public  is  clearly  established  by  tho  courts. 

In  Ames  v.  Union  Pacific  Railway  Company,  64  ¥y^i 
165  (177),  the  court  says: 

"  In  the  cases  before  us,  however,  there  is  abundant  testimony  that  the 
cost  of  reproducing  these  roads  is  less  than  the  amount  of  stock  and  bond 
account,  or  the  cost  of  construction,  and  the  present  value  of  the  propertt 
is  not  accurately  represented  by  either  the  stocks  and  bonds,  or  the  origin*! 
construction  account.  Nevertheless,  the  amount  of  money  that  has  pow 
into  the  railroad  propei-ty  —  the  actual  investment,  as  expressed,  theoreti- 
cally, at  least,  by  the  amount  of  stock  and  bonds,  is  not  to  be  ignored,  e^to 
though  such  sum  is  far  in  excess  of  the  present  value." 

Cotting  v.  Kansas  City  Stock  Yards  Company,  82  F^i 
839. 

In  Spring  Valley  Waterworks  v.  City,  etc,  of  Nfl** 
Francisco,  124  Fed.  574  (592),  the  court  says: 

**  It  is  doubt !ess  true  that  in  many  cases  these  elements  may  be  exce^i'^ 
or  fictitious,  and  represent  speculative,  rather  than  real  or  substantu^ 
values.  But  there  inay  be  cases  where  both  stock  and  bonds  represent  c- 
the  market   a   present   actual   value  in   the  property  of  the  eorporati«« 
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and  a  value  that  could  not  otherwise  be  very  well  established.  In  such  a 
case,  what  objection  can  there  be  to  giving  the  evidence  such  consideration 
as,  under  all  the  circumstances,  it  deserves?  It  seems  to  me  there  can 
be  none,  and  such  seems  to  be  the  opinion  of  the  Supreme  Court  of  the 
United  States/^ 

Smyth  V.  Ames,  169  U.  S.  466;  Simi^son  v.  Shepard, 
230  V,  S.  352  (435). 

The  stocks  now  outstanding  issued  by  the  Richmond 
City  Water  Works  represent  but  little,  if  any,  fictitious 
values.  The  face  value  of  these  stocks  went  into  this 
property,  less  the  discounts,  and  is  now  represented  in  such 
property  less  the  original  cost  of  replaced  property. 

The  legal  status  of  the  invested  surplus  is  not  free  from 
doubt.  In  Brymer  v.  Butler  Water  Company,  179  Pa. 
(331),  the  court  says,  that  in  determining  the  amount  of 
the  investment  by  the  stockholders  it  can  make  no  differ- 
ence that  money  earned  by  the  corporation,  and  in  a  posi- 
tion to  be  distributed  by  a  dividend  among  its  stockholders, 
was  used  to  pay  for  improvements  and  stock  issued  in  lieu 
of  cash  to  the  stockholders.  It  is  not  necessary  that  tho 
money  should  first  be  paid  to  the  stockliolder  and  then 
returned  by  him  in  payment  of  new  stock  issued  to  him. 
The  net  earnings  in  ecjuity  belonged  to  him,  and  stock 
issued  to  him  in  lieu  of  money  so  used  that  belonged  to 
him  was  issued  for  value  and  represents  an  actual  invest- 
ment by  tlie  holder. 

The  same  principle  is  announced  by  the  Supreme  Court 
of  Maine  in  Kennebec  Water  District  v.  Waterville,  97 
Me.  185.  We  think  the  position  of  these  two  learned  courts 
is,  in  part  at  least,  wholly  untenable. 

The  Supreme  Court  of  the  United  States  in  Knoxville 
v.  Knoxville  Water  Company,  212  U.  S.  1  (13),  says: 

"1.  Before  cominjr  to  the  question  of  profit  at  all  the  company  is  enti- 
tled to  earn  a  sufficient  sum  annually  to  provide,  not  only  for  current 
repaii*s.  but  for  making  jjood  the  depreciation  and  replacing-  the  parts 
of  the  property  when  they  come  to  the  end  of  their  life.  The  company 
is  not  bound  to  see  its  property  grradually  waste,  without  making  pro- 
\4sion  out  of  the  earnings  for  its  replacement.  It  is  entitled  to  see  that 
from  earnings   the  value  of  the   property  invested  is  kept   unimpaired, 
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so  that  at  the  end  of  any  given  term  of  years  the  original  investment 
remains  as  it  was  at  the  beginning.  It  is  not  only  the  right  of  the  com- 
pany to  make  such  a  provision,  but  it  is  its  duty  to  its  bond  and  stock- 
holders, and,  in  the  case  of  a  public  service  corporation  at  least,  its  plain 
duty  to  the  public.  If  a  different  course  were  pursued  the  only  method 
of  providing  for  replacement  of  property  which  has  ceased  to  be  useful 
would  be  the  investment  of  new  capital  and  the  issue  of  new  bonds  or 
stocks.  This  course  would  lead  to  a  constantly  increasing  variance  be- 
tween present  value  and  bond  and  stock  capitalization  —  a  tendency 
which  would  inevitably  lead  to  disaster  either  to  the  stockholders  or  to 
the  public,  or  both." 

In  Louisiana  Railroad  Commission  v.  Cumberland  Tele- 
phone and  Telegraph  Company,  212  U.  S.  414  (424),  the 
same  court  used  this  language : 

**  It  was  obligatory  upon  the  complainant  to  show  that  no  part  of  the 
money  raised  to  pay  for  depreciation  was  added  to  capital,  upon  which  a 
return  was  to  be  made  to  stockholders  in  the  way  of  dividends  for  the  future. 
It  cannot  be  left  to  con jecture,  but  the  burden  rests  with  the  complainant  to 
show  it.  It  certainly  was  not  proper  for  the  complainant  to  take  the  money, 
or  any  portion  of  it,  which  it  received  as  a  result  of  the  rates  imder  which 
it  was  operating,  and  so  to  use  it,  or  any  part  of  it,  as  to  permit  the  com- 
pany to  add  it  to  its  capital  account,  upon  which  it  was  paying  dividends 
to  shareholders.  If  that  were  allowable,  it  would  be  collecting  money 
to  pay  for  depreciation  of  property,  and.  having  collected  it,  to  use  it 
in  another  way,  upon  which  the  complainant  would  obtain  a  return  and 
distribute  it  to  the  stockholders.  That  it  was  right  to  raise  more  money 
to  pay  for  depreciation  than  was  actually  disbui-sed  for  the  particular 
year  there  can  be  no  doubt,  for  a  reserve  is  necessary  in  any  business  of 
this  kind,  and  so  it  might  accumulate,  but  to  raise  more  than  money 
enough  for  the  purpose  and  place  the  balance  to  the  credit  of  capital 
upon  which  to  pay  dividends  cannot  be  proper  treatment.  The  court 
below  said  it  was  impossible  to  find  out  from  the  books  how  much  of  this 
had  been  done,  and  it  treated  the  fact  as  one  to  be  explained  by  the  Com- 
mission and  not  by  the  complainant.  In  other  words,  while  this  fact  was 
a  material  one,  the  onus  w-as  placed  upon  the  Commission,  and  not  the 
complainant,  to  show  it.  We  think,  on  the  contrary,  that  the  obligation 
was  upon  the  complainant.  Now,  although  the  books,  it  is  said,  do  not 
show  how  much  money  collected  for  depreciation  has  been,  in  fact,  used 
to  increase  the  capital  of  the  complainant  upon  which  dividends  were 
paid  to  stockholders,  yet  still,  even  if  the  books  do  not  show  accurately, 
or  even  at  all,  what  disposition  was  made  by  these  moneys,  at  any  rate 
the  oflicers  of  the  complainant  must  be  able  to  make  up  some  reasonable 
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approximation  of  the  amount,  even  if  it  be  impossible  to  state  it  with 
entire  accuracy,  and  this  duty  rests  with  the  complainant,  in  order  that 
it  may  discharge  the  duty  devolving  upon  it  to  prove  that  the  rates  were 
not  unreasonably  high  under  Order  No.  488,  or,  in  other  words,  that  they 
were  unreasonably  low  under  Order  No.  552.  It  may  be  that  the  sum, 
if  any,  thus  used  was  not  enough  to  affect  the  claim  that  the  rates  under 
discussion  were  unreasonably  low.  The  evidence  is  insufficient  to  show 
clearly  that  which  complainant  is  under  obligations  to  show.  We  are  not 
considering  a  case  where  there  are  surplus  earnings  after  providing  for 
a  depreciation  fund,  and  the  surplus  is  invested  in  extensions  and  addi- 
tions.   We  can  deal  with  such  a  case  when  it  arises." 

Section  25  of  our  Public  Service  Act  does  not  declare  a 
new  principle  of  law.  This  section  provides  in  substance, 
that  the  mandatory  depreciation  fund  may  be  used  for  new 
constructions,  extensions  or  additions  to  the  property  of 
the  utility,  or  invested, — but  if  sucli  fund  is  used  for  new 
constructions,  extensions  or  additions  to  the  property  the 
money  from  such  fund  so  expended  shall  never  be  charged 
to  the  capital  account  of  such  utility. 

As  it  was  not  only  the  right  but  the  duty  of  the  Rich- 
mond City  Water  Works  to  set  aside  out  of  its  earnings 
such  a  depreciation  fund  as  would  forever  maintain  its 
property  in  condition  to  render  reasonably  adequate  serv- 
ices to  the  public,  we  cannot  assume  that  it  did  not  protect 
its  right  and  perform  its  duty.  The  presumption  is  that 
a  part  of  this  invested  surplus  was  taken  from  the  depre- 
ciation fund  so  required  to  be  set  aside  as  aforesaid.  What- 
ever of  new  constructions,  extensions  or  additions  were 
constructed  from  this  fund  cannot  be  considered  a  part  of 
the  capital  account. 

This  position  is  not  only  sustained  by  the  authorities 
cited,  the  highest  court  in  the  land,  but  is  supported  by 
reason.  Under  the  law  as  it  was,  and  as  it  now  is,  when  this 
water  works  exacted  a  rate  that  yielded  a  sum  sufficient  to 
maintain  an  adequate  depreciation  fund,  it  was  its  duty 
to  forever  preserve  such  fund  for  the  use  of  the  public. 
It  had  no  legal  right  to  expend  this  fund  for  new  construc- 
tion, extensions  or  additions  and  then  add  the  sum  so  ex- 
pended to  its  capital  account. 
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The  amount  of  the  depreciation  fund  so  expended  is  not 
clear  from  the  evidence.  Farther  on  in  this  opinion  we  will 
again  discuss  this  question. 

AVe  will  now  consider  the  final  estimates  made  hj^  our 
engineering  staff,  hy  John  W.  Alvord,  by  Daniel  W.  Mead 
and  by  Edwyn  E.  Watts,  touching  the  cost  of  reproduction 
new  and  the  cost  of  reproduction  less  depreciation.  Each 
of  these  estimates  is  set  out  in  full  in  an  earlier  part  of  this 
opinion. 

We  will  first  consider  that  made  by  our  engineering  staff. 
Professor  Garman,  as  our  chief  engineer,  finds  the  follow- 
ing values  of  this  property : 

Cost  of  reproduction,  new $802,9^  00 

(^ost  of  reprotluetion,  less  depreciation $723,666  00 

In  this  estimate  there  is  a  conceded  error  occa- 
sioned by  oversigrht,  of  the  value  of  the  Bal- 
*  linger  farm  8,000  00 

Total  Prksent  Value $731,666  00 

Included  in  this  estimate  there  is  an  allowance  for  engineering,  super- 
intendence, interest  during  construction,  contingencies,  etc.,  of  12  per  cent., 
calculated  on  the  value  of  the  real  estate,  that  is  12  per  cent,  of  $29,206. 

In  Simpson  v.  Shepard,  230  U.  S.  352  (455),  the  Su- 
preme Court  said : 

'•  We  also  think  it  was  error  to  add  to  the  amount  taken  as  the  present 
value  of  the  lands  the  further  sums  calculated  on  that  value,  which  were 
emhraced  in  the  items  of  *  engineering,  superintendence,  legal  expenses,' 
'  contingencies,'  and  *  interest  during  constructions.' " 

This  correction  would  decrease  the  present  value  as 
found  by  our  staff  $3,404.72  on  this  item. 

There  is  also  included  in  the  estimate  of  our  staff  an 
item  for  paving  in  streets,  $42,746. 

The  company  expended  for  paving  over  mains  $1,829. 

Total  included  in  the  appraisement  which  was  not  paid 
for  by  th(^  company,  $40,917. 

It  was  error  to  include  this  item. 

In  determinin<?  this  question  the  Court  of  Appeals  of 
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New  York  on  the  twenty-fourth  day  of  March,  1914,  in 
People  ex  rel.  v.  Willcox  et  al.,  said: 

"  In  determining  the  cost  of  reproduction  the  Commission  allowed 
$12,717  as  the  cost  of  restoring  the  pavement  as  it  existed  when  the 
mains  and  service  pipes  were  laid  in  the  streets.  The  relator  claimed  an 
allowance  of  at  least  $200,000,  for  the  cost  of  restoring  pavements  sub- 
sequently laid  on  the  theory  that  that  cost  would  have  to  be  incurred  if 
the  mains  were  to  be  laid  to-day.  But  the  new  pavements  in  fact  added 
nothing  to  the  property  of  the  relator.  Its  mains  were  as  serviceable 
and  intrinsically  as  valuable  before  as  after  the  new  pavements  were  laid. 
The  controlling  considerations  under  the  preceding  point  also  determine 
this.  The  rights  of  the  public  are  not  to  be  ignored.  The  question  has  a 
double  aspect.  What  will  be  fair  to  the  public  as  well  as  to  the  relator? 
{Stni/th  v.  Ames,  supra.)  Should  the  public  pay  more  for  gas  simply 
because  improved  pavements  have  been  laid  at  public  expense  f  It  is  no 
answer  to  say  that  the  new  expensive  pavements  suggest  improved  con- 
ditions which,  though  adding  to  the  value  of  the  plant,  will  not,  by  reason 
of  the  greater  consumption,  add  to  the  expense  per  thousand  feet  of  the 
gas  consumed.  The  public  are  entitled  to  the  benefit  of  the  improved 
conditions,  if  thereby  the  relator  is  enabled  to  supply  gas  at  a  less  rate. 
The  relator  is  entitled  to  a  fair  return  on  its  investment,  not  on  improve- 
ments made  at  public  expense.  It  is  said  that  the  mains  will  have  to 
be  relaid.  So  will  the  new  pavements,  and  much  oftener.  Both  might 
possibly  be  relaid  at  the  same  time.  The  case  is  not  at  all  parallel  to 
the  so-called  unearned  increment  of  land.  That  the  company  owns.  It 
does  not  own  the  pavements,  and  the  laying  of  them  does  not  add  to  its 
investment  or  increase  the  cost  to  it  of  producing  gas.  The  cost  of  repro- 
duction less  accrued  depreciation  rule  seems  to  be  the  one  generally  em- 
ployed in  rate  cases.  But  it  is  merely  a  rule  of  convenience  and  must 
be  applied  with  reason.  On  the  other  hand  it  should  not  be  so  applied 
as  to  deprive  the  corporation  of  a  fair  return  at  all  times  on  the  reason- 
able, proper  and  necessary  investment  made  by  it  to  ser\'e  the  public, 
and  on  the  other  hand  it  should  not  be  so  applied  as  to  give  the  cor- 
poration a  return  on  improvements  made  at  public  expense  which  in  no 
way  increase  the  cost  to  it  of  performing  that  service." 

In  Des  Moines  Gas  Company  v.  Citi/  of  Des  Moines,  199 
Fed.  204  (208),  the  court  said : 

"  There  are  many  instances  in  which  the  j:c  prod  net  ion  theoi-j'  is  the 
best  of  all  methods  for  getting  at  the  present  value,  and  in  other  instances 
the  most  misleading.  And  it  is  deceptive,  in  my  opinion,  to  now  add  the 
cost  of  taking  up  and  replacing  pipe  under  paved  streets  at  an  estimated 
cost  of  $140,000  extra,  and  does  not  warrant  an  increased  dividend   of 
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$8,400  or  some  greater  sam.  Such  a  dividend  is  a  mere  paper  dividend 
and  is  arrived  at,  not  because  of  increased  earnings,  not  beeause  of  in- 
creased capital  or  investments,  not  because  of  increased  operating  or 
maintenance  expenses,  but  solely  by  reason  of  a  supposed  necessity  of 
at  some  time,  in  some  manner,  under  a  then  some  kind  of  street,  on  a  mere 
guess  of  what  labor  and  material  would  then  cost.  •  •  ♦  Finally, 
pipes  under  a  paved  street  are  of  very  long  life,  many  times  longer  than 
if  the  streets  were  not  paved.  The  theory  applied  to  paved  streets  is  but 
a  theory,  is  illogical  and  against  facts,  and  was  properly  denied  by  the 
master." 

In  the  estimate  made  by  our  staff  one  item  included  is 
known  as  services.  By  this  we  understand  is  meant  the 
small  pipe  leading  from  the  water  main  in  the  street  to 
the  property  line  of  the  consumer.  The  present  value  of 
this  item  is  estimated  at  $55,527.  The  audit  shows  that 
the  total  cost  of  installing  the  services  was  $56,373.03. 

There  appears  to  have  been  a  rule  with  the  water  works 
by  which  the  consumer  or  user  of  the  service  was  required 
to  pay  a  charge  of  $10.00  for  the  installation  of  the  service, 
that  is,  each  consumer  paid  the  water  works  the  sum  of 
$10.00  for  laying  the  service  pipe  from  the  main  in  the 
street  to  the  property  line  of  the  consumer.  Under  this 
rule  the  consumers  paid  $35,345.02.  As  the  present  value 
of  these  services  approximately  shows  nearly  the  actual 
cost,  we  will  assume  that  they  are  the  same. 

Technically,  the  consumers  paid  five-eighths  of  the  cost 
of  the  services  and  the  company  paid  three-eighths.  The 
question  very  naturally  arises  whether,  under  these  cir- 
cumstances, this  five-eighths  of  the  actual  cost  of  the  serv- 
ices that  was  paid  by  the  consumers  should  be  included  in 
the  reproduction  new  or  the  reproduction  new  less  depre- 
ciation value  of  the  property  of  the  water  works.  These 
services  are  used  and  useful  for  the  convenience  of  the 
public  and  are  a  part  of  the  company 's  plant,  and  from  this 
view  of  the  matter  would  appear  to  be  properly  included 
as  a  part  of  the  plairt  to  be  reproduced  and  finally  included 
in  the  valuation  of  the  property. 

The  courts  are  not  clear  as  to  what  disposition  should 
be  made  of  this  property  so  donated  or  given  to  the 
company. 
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In  San  Joaquin  <&  Kings  River  Canal  <&  Irrigation  Com- 
pany V.  Stanislaus  County,  191  Federal  Reporter,  875 
(886),  the  principle  here  involved  was  discussed,  where  the 
property  involved  was  286  miles  of  fences  along  the  canals 
of  the  company.  The  proof  showed  that  the  fences  had 
been  built  by  the  adjoining  landowners.  In  discussing  this 
question  the  court  said : 

"  The  roaster  held  that  the  inquiry  he  was  called  upon  to  make  was  the 
cost  of  reproducing  the  plant  at  the  time  the  rates  in  question  were  fixed, 
and  that  such  cost  of  reproduction  must  be  applied  to  the  property  that 
was  owned  by  the  complainant.  He  was  of  the  opinion,  that  if  the  fences 
had  not  been  built  by  the  complainant,  it  would  not  be  entitled  to  have 
them  valued  as  a  part  of  its  property.  I  see  no  reason  for  sustaining  the 
exception  to  this  finding." 

In  San  Diego  Water  Company  v.  San  Diego,  118  Cal.  556 
(574),  the  court  said: 

*^  It  may  be  added  that  when,  as  appears  to  have  been  the  case  in  this 
instance,  portions  of  the  company^s  expenses  are  specifically  repaid  by 
the  consumers,  such  expenses  should  be  eliminated  from  the  computation. 
This  will  apply  at  least  to  the  *  taps '  put  in  for  private  consumers." 

In  Washington  Gaslight  Company  v.  District  of  Colum- 
bia, 161  U.  S.  316,  326,  Justice  White,  speaking  for  the 
court,  said : 

"As  the  service  pipe  and  stop  cock  was  a  part  of  the  apparatus  of  the 
company  and  was  used  for  the  purpose  of  its  business,  it  is  entirely  imma- 
terial who  paid  the  cost,  or  might  in  law,  on  the  cessation  of  the  use  of 
the  service  pipe  and  gas  box  by  the  company,  be  regarded  as  the  owner 
of  the  mere  materials." 

This  question  arose  in  the  case  last  cited  out  of  an  injury 
inflicted  on  a  passenger  along  the  street  who  was  alleged 
to  have  been  injured  by  stepping  into  a  certain  deep  and 
dangerous  hole  in  the  sidewalk  of  one  of  the  streets  in  the 
city  of  Washington.  The  defense  of  the  Gas  company  was 
that  the  deep  and  dangerous  hole  was  occasioned  by  the 
consumers  permitting  the  gas  box  to  become  out  of  repair. 
Tlie  service  pipe  and  gas  box  had  been  put  in  or  had  at 
least  been  paid  for  by  the  consumers. 
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The  point  really  decided  in  the  case  was,  that  it  was 
immaterial  who  paid  for  the  service  pipe  and  stop  cock, 
as  it  was  clearly  the  legal  duty  of  the  Gas  company  to 
maintain  the  same  in  such  a  condition  that  they  would  not 
render  the  street  unsafe  for  travel. 

When  the  act  hereinbefore  set  out  was  enacted,  it  is 
evident  that  Congress  had  in  mind  the  fact  that  property 
given,  granted  or  donated  by  the  general  government  or 
by  any  State  to  railroads,  had  a  peculiar  legal  status.  Tho 
fifth  provision  of  the  act  requires  the  Commission  to  ascer- 
tain and  report  the  amount  and  value  of  any  aid,  gift, 
grant  of  right  of  way,  or  donation  made  to  any  such  com- 
mon carrier  or  to  any  private  corporation  operating  such 
property,  by  the  government  of  the  United  States,  or  by 
any  State,  county  or  municipal  government,  or  by  indi- 
viduals, associations  or  corporations;  further  provisions  are 
made  for  determining  the  amount  and  value  of  all  such 
property  given,  granted  or  donated  by  any  municipality, 
State  or  by  the  government  of  the  United  States. 

It  may  be  proper  in  arriving  at  the  cost  of  reproduction 
new  and  the  cost  of  reproduction  new  less  depreciation  to 
include  in  such  estimate  the  cost  of  reproducing  service 
pipes  paid  for  or  donated  by  the  consumers.  Yet  it  ought 
to  be  constantly  kept  in  mind  that  the  whole  theory  of  tho 
cost  of  reproduction  new  and  the  cost  of  reproduction  new 
less  depreciation  is  that  it  is  but  one  process  by  which  to 
determine  a  single  item  of  evidence  to  be  weighed  by  us 
in  determining  the  present  value  of  the  water  works. 

It  is  not  the  theory  of  the  engineers  nor  of  the  courts 
that  this  cost  of  reproduction  new  and  the  cost  of  repro- 
duction new  less  depreciation  is  a  safe  guide  of  itself  alone 
in  determining  the  actual  value  of  such  property. 

With  this  fact  in  mind,  strengthened  by  the  enactment  of 
Congress  above  referred  to,  it  is  clear  that  in  arriving  at 
the  actual  value  at  this  time  of  the  property  of  the  water 
works,  consideration  must  be  given  to  the  fact  that  prac- 
tically five-eighths  of  the  present  value  of  the  services  as 
shown  by  our  engineering  staff  was  not  paid  for  out  of 
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the  revenues  of  this  company.  It  has  not  the  same  right 
in  this  five-eighths  that  it  would  have  if  the  whole  of  the 
services  were  paid  for  by  it. 

The  total  corrected  appraisement  of  our  staff  is $731,666  00 

From  this  should  be  deducted  the  following: 
12  per  cent,  of  the  present  value  of  the  real  estate   $3,404  72 
Pavement   over  mains  not   paid   for  by  water 

works 40.917  00 

44,321  72 

Leaving  the  true  amount  of  such  appraisal $687,344  28 

This  leaves  the  value  of  services  paid  for  by  consumers 
yet  to  be  disposed  of. 

In  the  final  estimate  of  the  property  of  the  Richmond 
City  Water  Works,  prepared  by  John  W.  Alvord,  the  pres- 
ent value  of  the  property  is  found  to  be  $924,305.  In  this 
total  is  included  $122,059  as  **  going  value.'' 

This  idea  of  **  going  value  ''  appears  to  have  originated 
in  the  case  of  the  National  Waterworks  Company  v.  Kan- 
sas City,  reported  in  the  62  Federal,  Page  853  (865).  This 
was  a  suit  to  determine  the  value  of  the  water  works  where 
the  city  was  purchasing  the  same.  In  determining  this  case 
Judge  Brewer  said: 

"The  original  cost  of  the  construction  cannot  control,  for  *  original 
cost '  and  *  present  value '  are  not  equivalent  terms.  Nor  would  the  mere 
cost  of  reproducing  the  waterworks  plant  be  a  fair  test,  because  that  does 
not  take  into  account  the  value  which  flows  from  the  established  connec- 
tions between  the  pipes  and  the  buildings  of  the  city.  It  is  obvious  that 
the  mere  cost  of  purchasing  the  land,  constructing  the  buildings,  putting 
in  the  machinery,  and  laying  the  pipes  in  the  streets  —  in  other  words, 
the  cost  of  reproduction  —  does  not  give  the  value  of  the  property  as 
it  is  to-day.  A  completed  system  of  waterworks,  such  as  the  company 
has,  without  a  single  connection  between  the  pipes  in  the  streets  and  the 
buildings  of  the  city,  would  be  a  property  of  much  less  value  than  that 
system  connected,  as  it  is,  with  so  many  buildings,  and  earning,  in  con- 
sequence thereof,  the  money  which  it  does  earn.  The  fact  that  it  is  a 
system  in  operation,  not  only  with  a  capacity  to  supply  the  city,  but 
actually  supplying  many  buildings  in  the  city, —  not  only  with  a  capacity 
to  earn,  but  actually  earning,—  makes  it  true  that  '  the  fair  and  equitable 
value'  is  something  in  excess  of  the  cost  of  reproduction.    The  fact  that 

Digitized  by  V^OOQiC 


1208  Indiana  Public  Service  Commission. 

the  company  does  not  own  the  connections  between  the  pipes  in  the  streets 
and  the  buildings  —  such  connections  being  the  property  of  the  individual 
property  owners  —  does  not  militate  against  the  proposition  last  stated, 
for  who  would  care  to  buy,  or  at  least  give  a  large  price  for,  a  water- 
works system,  without  a  single  connection  between  the  pipes  in  the  streets 
and  the  buildings  adjacent.     Such  a  system  would  be  a  dead  structure, 
rather  than  a  living  and  going  business.     The  additional  value  created  by 
the  fact  of  many  connections  with  buildings,  w^ith  actual  supply  and 
actual  earnings,  is  not  represented  by  the  mere  cost  of  making  such  con- 
nections.    Such  connections  are  not  compulsory,  but  depend  upon   the 
will  of  the  property  owners,  and  are  secured  only  by  effort  on  the  part 
of  the  owners  of  the  waterworks,  and  inducements  held  out  therefor.    The 
city,  by  this  purchase,  steps  into  possession  of  a  waterworks  plant, —  not 
merely  a  completed  system  for  bringing  water  to  the  city,  and  distributing' 
it  through  pipes  placed  in  the  streets,  but  a  system  already  earning  a  large 
income  by  virtue  of  having  secured  connections  between  the  pipes  in  the 
streets  and  a  multitude  of  private  buildings.     It  steps  into  possession  of 
a  property  which  not  only  has  the  ability  to  earn,  but  is  in  fact  earning. 
It  should  pay  therefor  not  merely  the  value  of  a  system  which  might  be 
made  to  earn,  but  that  of  a  system  which  does  earn.    Our  effort  has  been 
to  deduce  from  the  volume  of  testimony  that  which,  in  this  view  of  the 
situation,  can  be  safely  adjudged  '  the  fair  and  equitable  value.'     The 
original  cost  of  the  works  is  not  accurately  and  satisfactorily  shown." 

In  Omaha  v.  Omaha  Water  Company,  218  U.  S.  180  (202), 
Justice  Lurton  said : 

"  The  option  to  purchase  excluded  any  vahie  on  account  of  unexpired 
franchise;  but  it  did  not  limit  the  value  to  the  bare  bones  of  the  plant, 
its  physical  properties,  such  as  its  lands,  its  machinery,  its  water  pipes 
or  settling  reservoirs,  nor  to  what  it  would  take  to  reproduce  each  of  its 
physical  features.  The  value  in  equity  and  justice  must  include  whatever 
is  contributed  by  the  fact  of  the  connection  of  the  items  making  a  com- 
plete and  operating  plant.  The  difference  between  a  dead  plant  and  a 
live  one  is  a  real  value,  and  is  independent  of  any  franchise  to  go  on,  or 
any  mere  good  will,  as  between  such  a  plant  and  its  customers.  That 
there  is  a  difference  between  even  the  cost  of  duplication,  less  deprecia- 
tion, of  the  elements  making  up  the  water  company  plant,  and  the  com- 
mercial value  of  the  business  as  a  going  concern,  is  eWdent." 

In  Pioneer  Telephone  and  Telegraph  Company  v.  Wes- 
tenhaver,  118  Pacific,  354  (360),  the  Supreme  Court  of 
Oklahoma  said: 

"  It  is  apparent,  however,  that  a  complete  telephone  plant,  without  a 
single  subscriber,  or  with  but  few  subscribers,  is  less  valuable  both  to  the 
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owner  of  the  plant  and  to  the  members  of  the  public  it  serves,  than  the 
same  plant  with  a  larger  patronage.  The  more  people  a  subscriber  can 
communicate  with  over  a  telephone  exchange,  the  more  service  as  a  gen- 
eral rule,  is  such  exchange  to  him ;  and  it  is  only  when  such  exchange  has 
subscribers  that  the  property  of  the  owner  invested  therein  has  an  earn- 
ing power.  But  subscribers  are  not  obtained  without  expenditure  of 
money,  labor  and  time,  during  which  the  capital  invested  in  the  plant 
earns  nothing,  and  often  fails  to  pay  operating  expenses.  The  customers 
must  be  connected  with  the  system  of  the  plant;  trained  employees  must 
be  obtained;  and  a  system  of  operation  must  be  established.  Few  in- 
dustries, if  any,  involving  an  investment  of  $90,000,  or  more,  can  be 
made  self-sustaining  from  the  first  day  of  their  operation.  The  contra- 
dicted evidence  in  this  case  discloses  that  appellant's  plant,  for  the  years 
preceding  the  first  hearing,  failed  to  produce  revenue  sufficient  for  operat- 
ing expenses,  current  repair,  and  lay  aside  an  amount  for  depreciation. 
During  the  time  of  development,  there  is  a  loss  of  money  actually  ex- 
pended and  of  dividends  upon  the  property  invested.  •  •  ♦  When 
the  use  of  the  property  and  the  expenditures  made  during  the  non-expense- 
paying  and  non-dividend-paying  }>eriod  of  the  plant  are  treated  as  an  ele- 
ment of  the  value  of  the  property  upon  which  fair  returns  shall  be  allowed, 
then  the  burden  is  distributed  among  those  who  receive  the  benefits  of  the 
expenditures  and  the  use  of  the  property  in  its  enhanced  value." 

In  fixing  gas  rates  in  the  territory  supplied  from  the 
Paterson  Gas  Plant,  the  Board  of  Public  Utility  Commis- 
sioners of  New  Jersey  allowed  the  Public  Service  Gas 
Company  *'  going  value  "  in  the  sum  of  $1,025,000.  This 
was  30  per  cent,  of  the  structural  cost.  The  cities  of  Pater- 
son and  Passaic  appealed  the  case  to  the  court,  and  the  case 
as  decided  by  the  Supreme  Court  of  New  Jersey,  reported 
in  the  87  Atlantic,  Page  651,  affirmed  the  allowance  made 
by  the  Board  of  Public  Utility  Commissioners  as  to  the 
**  going  value  "  of  the  gas  plant.  The  case  was  decided  by 
the  court  July  7,  1913. 

In  the  recent  case  decided  by  the  New  York  Court  of 
Appeals  and  heretofore  referred  to,  the  question  of  **  going 
value  "  is  very  fully  discussed,  and  the  court  found  in 
that  case  that  **  going  value  ''  should  be  allowed.  In  the 
decision  the  Court  of  Appeals  used  this  language : 

"  What  then,  is  Agoing  value/  and  how  is  it  to  be  appraised?    It  takes 
time  to  put  a  new  enterprise  of  any  magnitude  on  its  feet,  after  the  con- 
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[lod. 
struction  work  has  been  tinished.  Mistakes  of  construotioD  have  to  be 
corrected.  Substitntions  have  to  be  made.  •  Economies  have  to  be  studied. 
Experiments  have  to  be  made,  which  sometimes  turn  out  to  be  useless. 
An  orgranization  has  to  be  perfected.  Business  has  to  be  solicited  and 
advertised  for.  In  the  case  of  a  gas  company,  gratuitous  work  has  to 
be  done,  such  as  selling  appliances  at  less  than  a  fair  profit  and  demon- 
strating new  devices  to  induce  consumption  of  gas  to  educate  the  public 
up  to  the  maximum  point  of  consumption.  None  of  'these  things  is  re- 
flected in  the  valne  of  the  physical  property,  unless,  of  course^  exchange 
value  be  taken,  which  is  not  admissible .  in  a  rate  case.  The  company 
starts  out  with  the  'bare  bones'  of  a  plant,  to  borrow  Mr.  Justice 
Lurton's  phrase  in  the  Omaha  Water  Works  case,  supra.  By  the  expen- 
diture of  time,  labor  and  money,  it  co-K>rdinate6  those  bones  into  an 
efficient  working  organism  and  acquires  a  paying  business.  The  proper 
and  reasonable  cost  of  doing  that,  whether  included  in  operating  expenses 
or  not,  is  as  much  a  part  of  the  investment  of  the  company  as  the  coat  of 
the  physical  property.  •  •  •  The  first  question,  therefore,  to  deter- 
mine on  this  branch  of  the  case  was  whether  the  company  had  already 
received  a  fair  return  on  its  investment.  If  it  had  received  such  return 
from  the  start,  or  if  in  later  years  it  had  received  more  than  a  fair  return, 
the  public  would  already  have  borne  the  expense  of  establishing  the 
business  in  whole  or  in  part,  and  to  that  extent  the  question  of  'going 
value '  for  the  purpose  of  fixing  a  present  rate  would  be  eliminated ;  for 
it  must  constantly  be  kept  in  mind  in  dealing  with  this  problem  that  the 
company  is  entitled  to  a  fair  return  and  no  more.  If  it  has  already 
had  it,  that  is  the  end  of  the  matter.  If  it  did  not  receive  a  fair  return 
in  the  early  years  owing  to  the  establishment  of  the  business,  a  subse- 
quent rate  must  allow  for  that  loss  or  it  will  be  confiscatory.  Now,  no 
dividends  appear  to  have  been  paid  by  the  original  company  or  by  the 
relator  prior  to  1907.  Assuming  a  reasonable  need  of  the  service  from 
the  start,  and  that  the  failure  to  pay  dividends  was  not  due  to  bad  man- 
agement, an  accumulation  of  a  surplus  or  undivided  profits,  the  inyest- 
ment  of  earning  in  permanent  additions  or  betterments  allowed  for  in 
the  structural  valuation,  or  to  other  causes  besides  those  under  consid- 
eration, none  of  which  is  asserted,  it  would  seem  plain  that  '  going  value ' 
was  an  element  in  this  case  which  the  Commission  was  required  to  deter- 
mine in  making  an  appraisement  on  which  to  compute  the  fair  return  to 
which  the  company  is  entitled." 

We  have  not  had  our  attention  directed  to  a  rate  making 
case  determined  by  the  Supreme  Court  of  the  United 
States,  where  this  item  of  '*  going  value  "  has  been  deter- 
mined.   In  the  case  of  Knoxville  v.  KnoxvUle  Water  Com- 
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pany,  212  U.  S.  1  (9),  Justice  Moody,  speaking  for  the 
court,  said: 

"  It,  '  the  valuation/  was  made  up  by  adding  to  the  appraisement,  in 
minute  detail  of  all  the  tangible  property,  the  sum  of  $10,000  for  *  organi- 
zation, promotion,  etc.,'  and  $60,000  for  '  going  value.*  The  latter  sum 
we  understand  to  be  an  expression  of  the  added  value  of  the  plant  as  a 
whole  over  the  sums  of  the  values  of  its  component  parts,  which  is  at- 
taclied  to  it  because  it  is  in  active  and  succesBful  operation  and  earning  a 
return.  We  express  no  opinion  as  to  the  propriety  of  including  these 
two  items  in  the  valuation  of  the  plant  for  the  purpose  of  rate  making 
for  which  it  is  valued,  in  this  case,  but  leave  that  question  to  be  con- 
sidered when  it  necessarily  arises." 

The  theory  of  the  New  York  decision  appears  to  be  that 
*'  going  value  ''  is  a  term  used  to  represent  the  early  losses 
of  the  company  while  building  up  its  business.  The  deci- 
sion makes  it  clear  beyond  cavil  that  where  such  expendi- 
tures and  early  losses  have  been  reimbursed  by  years  of 
successful  operation  of  the  plant  yielding  a  fair  and 
reasonable  return  on  the  total  investment  from  its  incep- 
tion, that  the  early,  unrequited  losses  and  expenditures 
have  been  fully  paid  by  the  people.  Under  such  circum- 
stances and  to  that  extent  the  question  of  **  going  value  '* 
is  eliminated. 

The  Federal  cases  cited  appear  to  add  an  additional 
meaning  to  the  term  *  *  going  value. ' '  As  cited  above, 
Justice  Moody  understands  *'  going  value  "  to  be  an  ex- 
pression of  the  added  value  of  the  plant  as  a  whole  over 
the  sums  of  the  values  of  its  component  parts,  which  is 
attached  to  it  because  it  is  in  active  and  successful  oper- 
ation and  earning  a  return. 

These  different  views  of  the  courts  are  not  incapable  of 
being  harmonized.  Each  is  a  definition  of  the  term  **  going 
value  "  as  the  same  is  applied  to  a  different  aspect  of  the 
evidence.  As  the  expert  witnesses,  Alvord  and  Mead, 
used  the  term  *'  going  value  "  or  development  cost,  it  has 
a  meaning  more  nearly  akin  to  the  views  of  the  New  York 
decision  than  to  the  Federal  decisions. 
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We  are  not  certain  that  we  fully  comprehend  the  process 
of  reasoning  by  which  these  gentlemen  arrive  at  their  con- 
clusion. To  them  *'  going  value  "  is  a  peculiar  and  strange 
mental  concept.  While  we  may  not  understand  the  full 
scope  and  import  of  their  theory,  we  flatter  ourselves  that 
we  do  understand  the  result  of  the  application  of  the  theory 
of  these  gentlemen  in  arriving  at  **  going  value." 

The  result,  as  applied  by  Mr.  Alvord,  is  to  add  to  the 
completed  structural  value  of  the  property  the  sum  of 
$122,059,  and  as  applied  by  Mr.  Mead  the  result  of  the 
theory  is  to  add  to  the  structural  value  of  this  property 
$113,980. 

The  mental  athletics  employed  by  these  gentlemen  in  the 
development  of  their  theory  of  **  going  value  "  is  somewhat 
shrouded  in  mystery,  but  the  results  are  plain  and  manifest. 

In  so  far  as  '*  going  value  "  represents  unrequited  losses 
of  the  lean  years  of  this  plant,  the  splendid  profits  made 
honestly  throughout  its  career  have  certainly  most  fully 
and  completely  eliminated  it. 

In  so  far  as  the  term  **  going  value"  represents  the 
difference  between  the  completed  plant  without  use  of  its 
service  and  the  same  property  with  a  full  demand  for  its 
service,  it  is  very  difficult  to  define.  However,  the  fact  that 
it  is  diflScult  to  define  does  not  release  us  from  its 
consideration. 

In  this  particular  case  all  the  labor  and  money  expended 
in  securing  the  business  has  been  paid  for  by  the  public. 
Whatever  money  was  expended  for  labor  or  for  anything 
else  in  building  up  the  business  of  the  water  works  was 
paid  for  out  of  money  earned  by  the  plant,  and  it  was 
charged  as  operating  expenses.  The  water  works  exacted 
a  rate  that  yielded  satisfactory  returns  on  the  investment, 
accumulated  a  very  handsome  profit  and  yet  left  a  sum 
sufiicient  to  pay  all  operating  expenses,  including  the 
money  expended  in  developing  and  securing  the  business. 
As  the  public  has  once  paid  this  entire  expense  we  see  no 
reason  why  it  should  now  be  added  to  capital  account  in 
the  form  of  going  value. 
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We  are  satisfied  that  the  estimates  for  preliminary 
expenses,  engineering,  contingencies  and  interest  during 
construction  are  largely  in  excess  of  what  ought  to  be 
allowed.  It  is  legitimate  to  charge  to  the  capital  account 
whatever  is  reasonably  necessary  for  these  expenditures. 
The  money  expended  for  these  particular  items  of  prop- 
erty, including  promotion,  must  be  taken  into  account  in 
determining  the  value  of  this  property.  Otherwise  it  would 
be  lost  to  the  investors.  But  this  rule  ought  to  be  measured 
by  the  reasonable  necessity  of  each  particular  case  and 
ought  not  to  be  extended  beyond  the  reason  for  it. 

It  appears  from  the  audit  of  the  records  of  this  com- 
pany that  each  one  of  these  items  w^as  taken  into  consider- 
ation, the  amount  expended  therefor  carefully  noted  and 
the  total  added  to  the  capital  account  of  the  company  at 
the  time  the  expenses  were  incurred. 

From  June,  1884,  to  July  1,  1887,  a  period  of  more  than 
three  years,  the  company  expended  for  organization,  sun- 
dries, attorneys,  civil  engineers,  interest  and  discount, 
coupon  interest,  and  for  many  other  items  the  sum  of 
$50,564.84. 

In  -determining  the  value  of  this  property,  or  even  in 
determining  the  reproduction  cost  of  this  property,  what 
reason  is  there  to  enter  the  realm  of  conjecture  when  the 
records  disclose  the  truth?    We  think  there  is  none. 

In  the  estimate  of  Alvord  there  is  an  item  of  pavement 
over  mains,  $54,617.  The  money  actually  expended  was 
$1,829,  and  this  estimate  should  be  reduced  to  that  amount. 

In  the  estimate  of  Mead  there  is  an  allowance  of  $56,942 
for  paving  over  mains.    This  ought  to  be  reduced  to  $1,829. 

Alvord  finds  the  value  of  lands  and  water  rights  to  be 
$45,996  and  Mead  estimates  the  same  property  at  $46,018. 
We  are  satisfied  that  the  estimate  made  by  our  engineering 
staff  is  much  nearer  the  actual  value  of  the  property. 

In  Alvord 's  appraisement  the  following  deductions 
should  be  made : 
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"  Going  value  '' $97,000  00 

Contingencies,  engineering,  etc 123,088  00 

$220,088  00 
There  should  be  added  the  item  for  preliminary  expenses, 
interest  during  construction,  engineering,  etc 50,564  84 


Again  we  are  entitled  to  take  into  consideration  the  valu- 
ation of  the  property  for  the  purposes  of  taxation.  Where 
such  valuation  is  sworn  to  by  the  officers  of  the  company 
it  is  an  item  of  evidence  which  the  rate  making  body  is  not 
only  entitled  to  consider  but  is  bound  under  the  law  to 
weigh  in  determining  the  fair  value  of  this  property.  San 
Diego  Land  &  Town  Company  v.  Jasper,  189  U.  S.  438 
(444). 

This  property  is  assessed  for  $215,000.  We  are  willing 
to  concede  that  this  valuation,  for  the  purposes  of  taxation, 
is  not  a  controlling  feature  in  determining*  the  value  of 
this  property,  but  it  does  look  somewhat  anomalous  and 
inconsistent  that  while  the  Richmond  City  Water  Works 
is  called  upon  to  answer  under  oath  as  to  the  fair  value 
of  this  property  when  such  property  is  being  assesses!  for 
taxation,  it  should  give  it  a  valuation  of  $215,000,  and  a 
short  whUe  thereafter  when  the  same  water  works  is  want- 
ing the  Commission  to  fix  a  rate  that  it  shall  levy  upon  the 
users  of  its  service,  it  should  insist  that  that  property  is 
worth  more  than  $1,000,000.  We  feel  that  it  is  our  duty 
to  give  some  weight  to  this  item  of  evidence. 

After  taking  into  consideration  the  actual  cost  of  this 
property  as  shown  by  the  records  of  this  company,  the  cost 
of  its  reproduction  new,  the  cost  of  its  reproduction  new 
less  depreciation,  the  amount  for  which  it  is  valued  for 
purposes  of  taxation  and  all  the  other  evidence  in  the  case, 
it  is  our  judgment  that  the  fair  and  reasonable  value  of  this 
property  for  rate*  making  purposes  is  $750,000.  In  this 
estimate  we  have  included  $10,000  for  material  and  sup- 
plies and  $10,000  for  working  capital,  and  that  there  is 
included  in  this  sum  the  contract  for  new  improvements 
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not  yet  completed,  which  improvements  are  to  cost  $51,429 
and  $25,000  for  ''  going  value/' 

Based  on  the  system  of  classification  of  our  engineering 
staff  and  including  in  the  estimate  the  two  contracts  in- 
creasing the  value  of  the  transmission  and  distribution  sys- 
tem $63,206,  we  have  arrived  at  the  following  conclusions 
as  to  the  value  of  the  property  of  the  water  works : 

A.  Land $37,206 

B.  Transmission  and  distribution  system 428,202 

C.  Buildings  and  miscellaneous  structures 65,000 

D.  Plant  equipment 100,000 

E.  General  equipment 20,000 

F.  Paving  1,829 

G.  Material  and  supplies 10,000 

H.    Working  capital 10,000 

I.     "  Going   value  " 25,000 

J.  Allowances  to  cover  engineering,  superintendency,  interest 

during  construction,  etc 52,763 

Total $750,000 


We  have  arrived  at  the  above  estimate  by  studying  the 
evidence  and  applying  it  specifically  to  the  report  of  our 
engineering  staff.  From  the  estimates  of  our  engineering 
staff  we  have  made  the  following  reductions : 

1.  Paving  not  paid  for  by  water  works $40,917 

2.  Services  paid  for  by  consumers 34,704 

3.  Excess  for  allowances  for  contingencies,  engineering,  superin- 

tendence, interest  daring  construction,  etc 21,768 

4.  Error  in  computing  12  per  cent,  on  value  of  land 3,404 

5.  Excess  of  material  and  supplies 6,973 

ToTAi $107,766 


We  have  increased  the  value  of  the  staff  in  the  light  of 
the  evidence  of  other  experts  and  other  testimony  relevant 
to  that  issue  as  follows : 
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1.  Error  in  appraisal  of  water  rights $8,000 

2.  Additions  to  transmission  system  completed  after  the   ap- 

praisal and  before  the  hearing 11.777 

3.  Additions  to  transmission  system,  contracted  for  after  the 

appraisal  and  not  yet  entirely  completed 51,429 

4.  Increase  in  valuation  of  transmission  system 9,069 

5.  Buildings 4,0.3.5 

().     Plant  equipment 4,021 

7.  General  equipment 8.573 

8.  Allowance  for  engineering,  superintendency,  interest  during 

construction,  etc.,  in  excess  of  the  audit 2,196 

J).     Working  capital 10,000 

10.     "  Going  value  " 25,000 

Total  Additions .f  134,100 


It  is  due  to  our  engineering  department  to  state  that  the 
value  of  paving  is  given  at  $42,746  as  it  now  is  over  all  tho 
mains  of  the  company,  and  the  report  also  shows  that  the 
actual  value  of  the  pavement  cost  by  the  company  is  $1,829; 
the  reduction  of  $34,704,  showing  the  value  of  the  services 
paid  for  by  consumers,  is  not  really  a  question  for  the 
engineering  department.  The  estimate  made  by  our  staff 
for  interest  during  construction  and  preliminary  expenses 
is  based  on  the  uniform  practices  of  the  Railroad  Commis- 
sion of  Wisconsin.  We  have  departed  from  it  in  the  light 
of  the  clear  proof  established  by  the  audit  of  the  records 
of  this  company.    The  other  decreases  are  self-explanatory. 

The  increases  in  the  estimates  made  by  our  staff  are  in 
a  large  measure  due  to  matters  over  which  our  employees 
had  no  control.  There  was  on  the  hearing  a  controversy 
that  water  rights  of  the  value  of  $8,000  were  omitted.  We 
have  allowed  that  to  the  company.  The  proof  is  clear  and 
undisputed  that  after  the  completion  of  our  appraisal  a 
contract  had  been  let  and  completed  under  which  new  con- 
struction of  the  value  of  $11,777  had  been  added  to  the 
transmission  system;  another  contract  for  new  construc- 
tion to  the  same  system  of  the  value  of  $51,429  had  been 
let  and  a  very  large  part  of  the  work  had  been  completed. 
Tn  an  effort  to  harmonize  the  evidence  we  have  increased 
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the  value  of  the  transmission  system  $9,069  over  the  value 
fixed  by  our  employees. 

We  have  also  added  to  buildings  $4,035 ;  plant  equipment, 
$4,021 ;  general  equipment,  $8,573 ;  $10,000  working  capital 
and  $25,000  for  **  going  value  "  were  not  included  in  the 
appraisal  of  this  property  by  our  engineering  staff;  neither 
of  these  matters  were  referred  to  in  such  report. 

This  result  is  far  from  the  conclusions  arrived  at  by 
either  of  the  other  three  gentlemen  who  valued  this  prop- 
erty. In  our  judgment,  Mr.  Alvord,  who  fixed  the  value  of 
this  property  with  the  additions  made  by  the  contract  yet 
uncompleted  at  $980,000  (see  Alvord 's  Report,  Page  49), 
is  far  above  the  real  actual  value  of  this  property.  Pro- 
fessor Mead  outdoes  Alvord  by  a  good  many  thousand. 
We  cannot  concede  that  the  estimates  made  by  these  gentle- 
men are  reasonable.  Mr.  E.  E.  Watts,  in  the  judgment  of 
the  Commission,  is  equally  violent  in  his  conclusions.  His 
estimate  of  the  value  of  this  property  is,  in  our  judgment, 
far  below  its  real  value. 

Each  of  these  gentlemen  was  representing  his  client  to 
the  best  of  his  ability.  Each  threw  much  light  on  the  con- 
troversy. Out  of  the  conflict  in  the  testimony  we  have 
arrived  at  the  result  hereinabove  set  out  touching  the  value 
of  this  property. 

Our  conclusions  are  based  upon  a  careful  analysis  of  all 
the  evidence  touching  the  subject  of  the  value  of  the  prop- 
erty, and  we  are  confident  that  our  conclusions  are  approxi- 
mately correct. 

It  is,  therefore,  considered  by  the  Public  Service  Com- 
mission of  Indiana,  that  all  of  the  property  of  the  Rich- 
mond City  Water  Works  that  is  used  and  useful  for  the 
convenience  of  the  public  ought  to  be,  and  the  same  now 
here  is  valued  at  the  sum  of  $750,000,  and  that  this  includes 
the  value  of  new  improvements  contracted  for  and  not  yet 
completed,  which  improvements  will  cost  $51,429  and 
**  going  value  ''  in  the  sum  of  $25,000. 

The  improvements  contracted  for  at  a  cost  of  $51,429 
are  specifically  and  definitely  described  in  respondent's 
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Exhibit  **A,"  introduced  in  evidence  on  the  hearing  of  this 
cause. 

Detebmining  the  Rate. 

We  have  now  established  the  fair  and  reasonable  value 
of  the  property  of  the  Richmond  City  Water  Works  for 
rate  making  purposes.  In  an  orderly  procedure  we  have 
now  to  determine, 

2.  The  fixed  charges  against  the  company. 

3.  Operating  expenses. 

4.  A  proper  depreciation  fund. 

5.  A  reasonable  and  fair  return  to  the  company  on  the 
value  of  its  property  as  above  found. 

2.     FIXED  CHARGES. 

The  only  fixed  charge  against  this  property  is  taxes. 
The  property  was  assessed  for  $215,000,  upon  which  taxes 
were  paid  in  the  sum  of  $5,761.96. 

In  the  brief  filed  by  the  water  works,  it  is  contended, 
that  the  fixing  of  the  true  value  of  this  property  by  the 
Commission  will  increase  the  taxes  75  per  cent,  of  the 
difference  between  $215,000  and  the  value  of  the  property 
as  determined  by  the  Commission.  We  do  not  think  that  the 
taxes  will  be  increased  to  this  extent.  It  ought  to  be  kept 
in  mind  that  the  management  of  this  company  has  shown 
marked  ability  in  dealing  with  the  tax  officers.  We  think 
it  would  be  unfair  to  assume  that  in  subsequent  dealings 
with  these  officials  the  management  will  totally  lose  its 
ability  to  so  manage  its  affairs  that  the  State  will  not  get 
more  than  its  just  share  of  taxes  from  this  company.  We 
feel  that  $10,000  would  be  a  very  just  and  liberal  allowance 
for  the  total  charge  for  taxes. 

3.     OPERATING  EXPENSES. 

It  is  also  insisted  that  the  expense  required  by  the  ac- 
counting system  prescribed  by  this  Commission  will  add 
$1,500  per  annum  to  the  company  and  require  additional 
salaries  in  the  sum  of  $1,800.     We  think  this  position  is 
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wholly  untenable.  That  it  is  not  justified  by  the  evidence 
and  that  such  a  conclusion  is  wholly  unwarranted.  It 
would  be  a  deplorable  situation  if  the  change  in  the  system 
of  bookkeeping  would  add  $3,300  per  annum  to  the  ex- 
penses of  this  utility.  We  do  not  believe  that  the  system 
of  bookkeeping  adopted  by  this  Commission  will  add  any 
appreciable  amount  to  the  bookkeeping  heretofore  in  use 
by  this  company.  It  is  true  that  this  company  is  required 
by  the  Commission  to  conform  its  system  of  accounting  to 
the  Uniform  System  of  Accounting  prescribed  by  the  Com- 
mission. 

This  system  has  been  developed  by  the  National  Associa- 
tion of  Water  Utility  Accountants,  and  has  been  modified 
from  time  to  time  by  such  accountants  until  it  to-day  pre- 
sents the  most  accurate,  economical  and  perfect  system  of 
accounting  that  has  been  devised. 

It  fills  the  double  purpose  of  accurately  recording  the 
income  and  expense  of  the  operation  of  these  utilities,  and 
of  establishing  the  unit  cost  of  producing  the  service  pro- 
duced by  these  utilities.  Section  29  of  our  statute  requires 
these  utilities  to  report  the  unit  cost  of  producing  the 
service.     The  purpose  in  this  is  twofold. 

1.  When  followed  but  a  short  time  it  will  demonstrate 
the  economy  that  utilities  may  employ. 

2.  The  public  has  an  absolute  right  to  know  what  the 
cost  of  producing  the  service  produced  by  the  Richmond 
City  Water  Works  actually  is. 

This  is  the  only  means  by  which  a  just  and  equitable  rate, 
one  that  is  fair  both  to  the  utility  and  the  people,  can  be 
ascertained.  So  long  as  the  actual  cost  of  production  can 
be  shrouded  in  mystery,  there  is  no  method  by  which  a 
just  rate  can  be  determined.  Forms  have  been  prepared 
by  the  experts  employed  by  the  Commission  to  meet  the 
requirements  of  this  statute. 

The  only  possible  additional  expense  that  this  account- 
ing system  can  add  to  the  operation  of  this  utility  is  the 
difference  between  the  cost  of  the  records  heretofore  kept 
by  this  company  and  the  cost  of  those  required  to  be  kept 
hereafter. 
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It  appears  from  the  report  of  the  examiners  of  the  books 
of  this  company  that  the  records  have  been  so  kept  that 
much  of  the  information  herea/ter  required  can  now  be 
ascertained.  This  means  that  the  company  has  already 
kept  a  system  of  book^  very  full,  very  complete,  and  quite 
as  expensive  as  those  hereafter  required  to  be  kept.  But 
in  order  that  justice  may  be  done  to  this  utility  in  this  par- 
ticular, we  have  concluded  to  allow  for  extra  expenses 
occasioned  by  the  accounting  system  prescribed  by  the 
Conunission,  and  additional  salaries  thereby  required,  the 
sum  of  $360  per  annum.  We  think  no  more  ought  to  be 
allowed,  and  in  any  period  of  five  years  we  are  satisfied 
that  this  allowance  will  more  than  liquidate  the  increased 
expense. 

An  examination  of  the  audit  returned  by  our  accountants 
disclosed  the  following  facts : 

The  proportion  of  operating  expense  to  operating  rev- 
enue has  steadily  increased.  This  is  established  by  the 
following  table : 

THE  PER  CENT.  OF  OPERATING   EXPENSE  TO  OPERATING  REVENUE  WAS  I 

In  1904 30S2 

In  1905 3418 

In  1906 3066 

In  1907 3170 

In  1908 3401 

In  1909 ; 3472 

In  1910 3478 

In  1911 3457 

In  1912 3592 

In  1913 4227 


It  will  be  observed  that  while  there  is  a  general  upward 
tendency  of  operating  expense,  the  year  1913  shows  an 
upward  leap  of  more  than  6  per  cent. 

The  following  table  shows  that  the  increase  in  per  cent, 
of  operating  expenses  to  operating  income  is  largely  due 
to  the  item  of  repairs : 
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comparative  statement  of  expenses  for  fdur  years. 

Pumping:                                                                              1913  191 S  1911  1910 

Wages 14.487  94  14.396  78  14.417  93  f 3, 650  98 

Fuel 3.265  84  3.516  96  3.53130  2.785  41 

OU.  waste  and  packing 257  31  166  18  333  23  1 18  45 

Tools  and  fittings 47  61  80  68  45  54  53  69 

Miscellaneous 77  02  150  73  79  85  143  00 

Repairs 1.596  79  523  00  73  58  49  55 

Compound  and  grease 73  29  46  12  57  20  35  10 

Water  supply  expense 161  42  1 19  86  2H6  32  342  78 

Inspection  water  supply 13  60  39  60  30  00  205  41 

Repairs  water  supply 998  93  42  45  795  57  163  06 

S10.079  65  i9.088  66  $9,650  58  S7.553  33 

Dittribution: 

Inspection $21  30  $254  71  $31  25  $1  30 

Resetting  meters 22  98  9  37  34  33  47  49 

Turning  oflf  and  on 120  40  178  60  12144  65  Cj 

LocaUng  valves 115  32  10  21  18  48  10  35 

MisceUaneoua 3192  28  87  50  29  17  01 

Inspection,  main,  valve  and  hydrants 97  25  27  37  31  85  110  89 

Repairs,  main,  valve  and  hydrants 1 ,417  15  712  76  346  13  500  51 

Repair  services 2.708  35  1 .678  08  840  01  723  19 

Repair  curb  boxes 153  75  156  23  202  26  191  28 

Repair  meters 1 .  185  96  1 ,039  79  724  03  665  95 

Repairs,  miscellaneous 37  66  3  25  52  61  95  98 

$5,912  02  $4,099  24  $2,482  68  $2,428  70 

Commfrcial: 

Salaries $2.1118-1  $1.876  96  $1.768  61  $1.338  87 

Reading  meters. 285  20  319  71  238  19  220  15 

Postage 29  44  155  88  85  25  24  86 

$2,426  48  $2,352  55  $2,092  05  $1,589  88 

General: 

Salaries,  oflBcers  and  directors $4,400  00  $4 ,400  00  $4 .400  00  $4 ,400  00 

Traveling  expenses 49  60  107  06  62  75  27  05 

Dues,  subscnptions  and  papers 155  78  68  10  299  75  49  68 

SuppUes 63  19  14  80  56  32     

Legal 396  55  300  00  600  00  1 .  100  00 

Donations 121  80  435  00  90  20  63  80 

Miscellaneous  office 92  84  18  85  19  42  65  80 

Rent 35  14  82  50 

Light,  heat  and  electricity 93  19  109  60  80  69  1 13  27 

Telegraph  and  tebphone 73  95  58  37  >    69  55  64  02 

MisceUancous,  general 786  30  506  93  1 .514  04  1 .285  59 

$6,222  20  $6,018  70  $7,227  86  $7,252  01 

Vndi$lributed: 

Furniture  and  fixtures  inventory $10  75  $36  69 

Tools,  loss  in  inventory $435  23  $166  90  101  76  551  23 

Printing  and  stationery 174  51  126  24  77  68  119  78 

Advertising 435  68  122  88  8  90  28  98 

Repairs,  tools  and  vehicles 258  03  184  88  121  69  151   17 

Bam  and  livery 1 ,  141  87  9C8  32  411  77  345  77 

Shop  labor 611  51  525  66  352  36  245  66 

Shop  supplies 52  34  18  14  40  70  25. 16 

Insurance 546  63  351  03  348  38  274   18 

13.655  81  $2.404  05  $1.473  99  $1.78162 


An  examination  of  this  table  will  show  that  under  the 
head  of  repairs  under  pumping  there  is  an  increased  ex- 
pense of  $2,030.29.  Under  the  head  of  distribution,  there 
is  an  increase  of  $1,912.74  for  repairs.  Under  these  two 
heads  the  increased  expenditure  in  1913  over  1912  is 
$3,943.03.  This  would  indicate  that  in  the  year  1913  the  * 
expenditure  for  repairs  was  either  extraordinarily  high, 
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or  the  expenditures  for  renewals,  replacements  or  better- 
ments were  classified  and  accounted  for  as  repairs.  The 
evidence  discloses  no  unusual  or  extraordinary  conditions 
in  1913,  that  would  make  the  item  of  repairs  abnormally 
high.  But  if  there  were  extraordinary  conditions  that  pro- 
duced unusual  outlay  for  repairs  to  the  pumping  and  dis- 
tribution system,  it  ought  not  to  be  charged  wholly  to  any 
one  year.  Such  a  condition  is  properly  cared  for  under 
our  accounting  system  by  following  the  directions  set  forth 
under  the  title  of  *  *  Extraordinary  Contingencies. ' ' 

For  operating  expenses  we  think  $25,360  per  annum  will 
be  a  sufficient  estimate. 

In  the  brief  filed  by  the  w^ater  works  a  fund  of  1  per 
cent,  is  asked  to  be  set  aside  as  depreciation;  4/5  of  1 
per  cent,  of  the  value  of  the  property  as  heretofore  fixed 
is  a  reasonable  estimate  for  depreciation. 

Return  on  Investment. 

The  rate  of  return  on  the  value  of  the  property  that  is 
used  and  useful  for  the  convenience  of  the  public  cannot 
be  determined  by  any  formula  or  fixed  rule.  Each  case 
must  be  governed  by  its  peculiar  facts,  otherwise  justice 
might  not  be  done  betw^een  the  people  and  the  utility. 

In  a  former  part  of  this  opinion  the  source  of  the  funds 
invested  in  this  property  are  clearly  set  forth.  It  will  be 
observed  by  an  examination  of  these  facts,  that  about 
$300,000  put  into  this  property  by  the  water  works  w^as 
derived  from  the  revenues  earned  by  the  company  in  excess 
of  a  reasonable  return  on  the  investment,  fixed  charges  and 
operating  expenses.  It  w^ill  be  further  noted  that  there 
has  been  invested  in  this  plant  something  more  of  the 
depreciation  fund  than  has  been  accounted  for  on  the  books 
of  this  company.  It  is  admitted  by  the  water  works  that 
about  $35,000  of  the  cost  of  the  service  pipes  was  paid  for 
by  the  consumers.  The  entire  present  value  of  these  serv- 
ice pipes  is  estimated  in  the  property,  the  value  of  which 
is  fixed  at  $750,000. 

A  rate  of  return  on  the  value  of  the  property  must  be 
fair  both  to  the  user  and  to  the  investor.    The  rate  the 
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consumers  must  pay  for  the  service  furnished  by  this 
water  works  cannot  be  justly  determined  without  con- 
sidering the  source  from  which  the  investments  in  this 
property  came. 

The  investors  in  this  property  have  put  in  it  about 
$712,012.44;  $300,000,  or  thereabouts,  represents  an  in- 
vested surplus  over  and  above  reasonable  earnings,  fixed 
charges  and  operating  expenses.  About  $35,000  of  it  rep- 
resents a  pure  gratuity,  a  donation,  an  aid  wrenched  from 
the  consumers  by  an  unjust  rule,  and  in  excess  of  said 
$712,012.44. 

If  the  total  actual  cost  of  this  plant  had  been  taken  from 
the  pockets  of  the  investors,  and  invested  in  this  property, 
it  would  be  entitled  to  a  higher  rate  of  interest,  or  a  higher 
return  than  it  is  entitled  under  the  present  condition. 

Viewing  this  property,  the  source  from  which  the  invest- 
ments therein  were  derived,  keeping  in  mind  the  interest 
of  the  public,  and  keeping  in  mind  the  interest  of  the  in- 
vestors, who  are  the  owners  of  this  property,  we  are  satis- 
fied that  a  net  return  of  6  per  cent,  on  the  value  of  this 
property  as  hereinbefore  found  is  sufficiently  large. 

This  does  not  mean  that  this  company  shall  earn  but 
6  per  cent.,  but  it  means  that  this  company  shall  receive 
6  per  cent,  net  on  the  value  of  its  property  as  we  found 
the  value  to  be.  After  the  payment  of  all  taxes,  of  all 
operating  expenses,  and  after  setting  aside  such  a  deprecia- 
tion account  as  in  the  lifetime  of  the  plant  would  rebuild 
it,  it  is  still  permitted  under  this  calculation  to  earn  6  per 
cent.  We  think,  under  the  circumstances  of  this  case,  that 
this  is  ample. 

We  find,  therefore,  that  provision  must  be  made  to  levy 
upon  the  users  of  the  service  of  this  utility  such  a  rate  as 
will  yield  money  enough  to  pay  the  following  items : 

1.  Taxes $10,000 

2.  Operating  expenses   25,360 

3.  Depreciation 6,000 

4.  Interest  at  6  per  cent,  on  $750,000 45,000 

$86,360 
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As  nearly  as  it  can  be  arrived  at  from  the  evidence,  the 
Richmond  City  Water  Works  has  3,272  meter  users,  2,000 
flat  rate  users.    These  are  distributed  as  follows : 

Residence  consumers 4.79S 

Stores 120 

Barber  shops 8 

Lodge  rooms 9 

Churches 17 

Hotels 13 

Factories SI 

Elevators 5 

Street  sprinklers 2 

Breweries 2 

Schools 3 

Y.  M.  C.  A 1 

Court  house 2 

Railroads U 

Traction  lines 2 

Banks 3 

Libraries I 

Garages 4 

OflRce  buildings § 

Flats 59 

Saloons 39 

Postoffice 1 

Parks 1 

Orphans*  home 1 

Drv^  cleaners 2 

Greenhouses 6 

Photo  galleries 2 

Theaters 4 

Colleges 2 

(^emeteries 2 

Hospitals 1 

Livery  stables 14 

Laundries 4 

City  of  Richmond 1 

Grand  Total 5 j3? 
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The   revenues  of  the  water  works   for  1913  were  as 
follows : 

Operating  revenue $82,701  20 

Non-operating  revenue 6^1  98 

Total $89,553  18 


It  would  appear  from  an  examination  of  the  report  of 
the  accountants  that  there  was  a  constant  annual  increase 
in  the  operating  revenues  of  the  company,  and  that  the  non- 
operating  revenues  of  1913  were  far  below  the  average 
return  from  this  source. 

The  following  table  shows  the  revenues  of  the  company 
from  1904  to  1913: 
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Revenues  for  190  i: 

Operating $57380  54 

Non-operating 2,325  53 

Total $60,206  07 

Reventies  for  J905:  

Operating $58,281  30 

Non-operating 2,970  00 

Total $61,251  30 

Revenues  for  1906:  ===== 

Operating $59,077  43 

Non-operating 3,485  99 

Total $62^63  42 

Revenues  for  1907:  ■  ■     ■         = 

Operating $65,723  66 

Non-operating 4,988  04 

Total $70,711  70 

Revenues  for  1908:  — 

Operating $62,782  37 

Non-operating -« 5,432  34 

Total $68,214  71 

Revenues  for  1909:  

Operating w $68^81  18 

Non-operating 5^41  05 

Total $74,722  23 

Revenues  for  1910:  = 

Operating $71,524  98 

Non-operating 7,001  95 

Total $78,526  93 

Revenues  for  1911:  = 

Operating $78,780  65 

Non-operating 7,434  44 

Total $86,215  09 

Revenues  for  1912:  = 

Operating $80,937  56 

Non-operating 9,005  84 

Total $89,943  40 
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It  further  appears  from  this  table  that  the  revenues  of 
1913  were  $390.20  below  the  total  revenues  of  1912.  The 
total  revenues  of  1909  show  an  increase  of  $6,506.52  over 
1908 ;  1910  shows  an  increase  in  total  revenues  over  1909  of 
$3,804.70.  The  total  revenues  of  1911  show  an  increase  over 
1910  of  $7,698.16 ;  1912  shows  an  increase  in  gross  revenues 
over  1911  of  $3,728.31. 

The  average  increase  in  gross  earnings  of  the  water 
works  for  the  five  years  preceding  June  30,  1913,  was 
$4,269.50.  This  result  is  the  average,  taking  into  considera- 
tion that  the  records  show  that  the  gross  revenues  for  the 
last  year  were  $390.20  less  than  for  1912.  While  the  evi- 
dence disclosed  no  extraordinary  conditions  in  1913,  the 
records  of  the  company  show  a  decrease  in  gross  revenues 
of  $390.20,  and  an  increase  in  operating  expenses  on  two 
items  of  repair  of  $3,943.03.  Under  these  circumstances 
we  do  not  believe  that  either  the  gross  receipts  or  the  oper- 
ating expenses  of  1913  can  be  taken  as  the  measure  of  the 
income  and  expense  of  the  water  works. 

The  water  works  has  in  use  3,272  meters  of  the  present 
value  of  $27,158. 

A  just  and  equitable  charge  for  water  is  one  that  is  based 
on  the  cost  of  service.  Each  consimier  should  pay  what 
it  costs  the  water  works  to  deliver  to  him  the  service  he 
obtains. 

On  this  basis  the  consumer  who  uses  a  meter  ought  to 
pay  certain  charges  that  are  peculiarly  meter  charges. 
The  following  charges  ought  to  be  paid  wholly  by  the  con- 
sumers who  have  meters: 

1.  Interest  on  meter  investment $2,800  00 

2.  Depreciation  on  meters 1,000  00 

3.  Resetting  meters 22  98 

4.  Repairing  metere 1,185  96 

5.  Reading  meters 285  20 


TOTAI $4,794  14 


This  sum  of  $4,794.14  is  peculiarly  a  charge  against  con- 
sumers that  use  meters.    To  this  should  be  a4)dg4$y^4^(^^'[e 
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which  is  20  per  cent,  of  the  general  expenses  of  conducting 
the  business.  The  aggregate  of  the  expense  properly 
chargeable  wholly  to  the  consumers  who  have  meters  ia 
$6,038.58.  Apportioning  this  sum  equally  among  the  meter 
users  shows  that  each  should  pay  a  special  charge  of  $1.84, 
no  part  of  which  can  be  properly  charged  to  or  ought  to 
be  paid  by  the  flat  rate  users  of  the  service. 

There  were  in  use  at  the  time  of  the  hearing  3,272  meters 
of  the  following  sizes: 

%-inch  meters 2^70 

34-incli  meters 216 

1-ineh  meters 29 

lV2-inch  meters 22 

2-ineh  meters 18 

3-inch  meters 16 

4-ineh  meters 1 

Total 3.272 


These  meters  vary  in  cost  from  $8.00  for  practically 
every  type  of  the  %-inch  meter  to  $30.00  for  the  l^^^-indi 
meter;  $55.00  for  the  2-inch  meter;  $85.00  for  the  3-inch 
meter.  The  Trident  Compound  Meter  appears  to  cost  much 
more  than  the  others.  The  3-inch  meter  of  this  type  costs 
$135,  and  the  4-inch  meter  costs  $250.  There  are  sixteen 
3-inch  meters  and  one  4-inch  meter.  It  will  be  observed 
that  2,970  of  the  3,272  meters  are  %-inch  or  less  in  size. 

It  is  not  insisted  that  the  sum  of  $1.84  is  an  absolutely 
accurate  meter  charge,  but  it  is  approximately  exact  and 
sufficiently  so  for  all  practical  purposes. 

The  payment  of  the  revenues  the  company  must  receive 
ought  to  be  apportioned  equitably  between  the  municipality 
and  the  private  users  of  the  service.  This  is  governed 
by  the  capacity  and  output  required  by  the  municipality 
and  by  the  private  users. 

Section  20  of  the  ordinance  adopted  by  the  city  of  Rich- 
mond June  16,  1884,  requires  the  water  works  to  establish 
pumping   machinery   sufficient   to   maintain   eight   l-inch 

Digitized  by  V^OOQIC 


City  of  Richmond  v.  Richmond  City  Water  Works.     1229 
C.  L.  34] 

streams  of  water  thrown  to  a  vertical  height  100  feet 
through  200  feet  of  hose,  the  hose  to  be  2 14  inches  in  diam- 
eter, to  be  attached  to  a  hydrant  situated  upon  the  line  of 
mains  or  pipes.  This  would  require  a  capacity  of  prac- 
tically 2,000  gallons  per  minute  for  fire  service. 

The  maximum  daily  consumption  for  other  than  fire* 
service  is  3,500,000.      This  would  require  a  capacity  to 
furnish  for  other  than  fire  service  2,430  gallons  per  minute. 

On  this  basis  the  required  capacity  of  the  plant  would 
be  45  per  cent,  for  fire  service  and  55  per  cent,  for  all  other 
services. 

We  have  found  the  present  value  of  the  property  of  the 
water  works  to  be  $750,000.  The  capacity  apportionment 
would  be  as  follows: 

For  fire  senice,  45  per  cent ,. $337,500 

For  purposes  other  than  fire,  55  per  cent 412,500 


That  is  to  say,  of  the  total  capacity  of  the  plant  45  per 
cent,  of  the  present  value  of  the  property  was  provided  to 
furnish  capacity  for  municipal  purposes  and  55  per  cent, 
for  other  than  municipal  purposes. 

We  found  that  the  output  for  the  year  ending  June  30, 
1913,  for  fire  was  1,600,000;  for  other  than  fire  service  the 
output  was  952,939,000. 

The  output  charge  is  represented  particularly  by  the 
operating  expenses  of  the  water  works  except  the  taxes. 
We  found  that  $25,360  is  a  proper  operating  expense.  On 
this  basis  the  output  charge  should  be  apportioned  as 
follows : 

For  fire,  .0016  per  cent,  of  $25,360 $40  50 

For  other  than  fire,  99.84  per  cent,  of  $25,360 25,319  50 


$25,360  00 


We  have  found  that  the  revenues  that  must  necessarily 
be  paid  is  $86,352  per  annum.  Distributing  the  expense 
as  hereinabove  explained  we  have  the  following  results: 

/V^OOgle 
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Interest $20^50  00 

Taxes 4^00  00 

Depreciation 2,700  00 

Operating  expenses  or  outpnt 40  50 

Total $27,490  50 


[Ini 

Domeetic 

$24,750  00 

5,500  00 

3^00  00 

25^11  50 

$58,861  50 

This  estimate  will  require  the  city  to  pay  32  per  cent, 
of  the  gross  revenues  of  the  water  works  and  the  domestic 
consumers  68  per  cent.  We  do  not  understand,  however, 
that  this  32  per  cent,  is  exclusively  for  fire  service.  This 
percentage  ought  to  represent  the  entire  municipal  expense 
of  the  city  of  Richmond  for  water. 

For  the  year  ending  June  30,  1913,  the  superintendent 
of  the  plant  testified  that  there  was  distributed  in  round 
numbers  1,000,000  gallons  of  free  water  to  schools,  hose 
houses,  and  public  fountains  of  the  city  of  Richmond  and 
its  vicinity. 

Under  the  order  that  we  will  make,  the  city  will  be  re- 
quired to  pay  for  practically  all  of  its  free  water,  and  if 
the  price  for  such  free  water  is  fixed  at  the  lowest  rate 
now  paid  for  water  it  will  increase  the  expenditures  of  the 
city  approximately  $6,000. 

Any  rule  that  may  be  devised  for  the  distribution  of 
expense  of  maintaining  the  water  works  between  the 
municipality  and  the  private  users  is  subject  to  modifica- 
tion by  the  peculiar  conditions  that  surround  it.  One  of 
the  facts  that  ought  to  be  considered  is  the  previous  dis- 
tribution of  the  expense.  The  understanding  that  has  ex- 
isted between  the  community  and  the  utility  it  serves  is 
entitled  to  some  consideration.  In  this  particular  instance 
the  railroads  contributed  during  the  year  1913  approxi- 
mately $14,000  to  the  revenues  of  the  water  works.  These 
large  consumers  can  scarcely  be  called  domestic  users  of 
water.  They  consume  water  for  neither  fire  nor  domestic 
purposes.  They  use  it  for  transportation  purposes;  per- 
haps more  clearly,  for  industrial  purposes.     Deducting  the 
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amount  paid  by  the  railroads  from  the  gross  revenues  that 
must  be  earned  by  the  water  works,  and  charging  the  city 
with  32  per  cent,  of  the  remainder,  the  amount  the  city 
would  then  be  compelled  to  pay  would  not  far  exceed  $55.00 
per  hydrant  and  6  cents  per  1,000  gallons  for  water  hereto- 
fore distributed  as  free  water. 

Having  now  arrived  at  the  distribution  of  the  needed 
revenues  as  between  the  municipality  and  other  consumers, 
the  next  step  in  the  matter  is  to  determine  how  the  revenues 
that  shall  be  paid  by  those  other  than  the  municipality  shall 
be  apportioned  between  such  consumers. 

Here  we  are  confronted  with  a  very  difficult  task.  There 
are  practically  3,300  consumers  whose  service  is  measured 
by  meters  and  practically  2,000  flat  rate  consumers.  There 
is  no  scientific  basis  upon  which  an  apportionment  can  be 
made  between  the  flat  rate  users  and  those  whose  service 
is  metered. 

A  scientific  basis  of  rates  would  charge  each  consumer 
a  minimum  charge  regardless  of  the  quantity  of  service 
used,  on  the  theory  that  there  was  a  certain  readiness  to 
serve  expense,  that  the  company  must  pay  whether*  the 
service  was  used  or  not. 

In  this  particular  case  the  readiness  to  serve  charge  is 
approximately  $4.00,  which  added  to  the  meter  charge  as 
above  found  would  make  a  minimum  charge  of  about  $6.00 
on  every  meter  user  and  a  minimum  charge  of  $4.00  on 
every  flat  rate  user.  No  expert  witness  or  any  other  kind 
of  witness  has  informed  us  how  it  can  be  determined 
whether  the  flat  rate  user  is  paying  anything  for  a  readi- 
ness to  serve  charge  or  not.  Under  the  flat  rate  charge 
the  quantity  of  service  consumed  can  be  measured  only  by 
the  maximum  output  of  the  consumer. 

In  any  rate  that  may  be  established  between  such  con- 
sumers, there  is  a  certain  element  of  conjecture  that  may 
result  in  injustice  to  either  the  consumer  whose  service  is 
metered  or  the  flat  rate  consumer  or  the  utility. 

In  an  eif  ort  to  ascertain  what  would  be  a  just  and  reason- 
able rate  between  the  consumers  who  use  meters  and  the 
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flat  rate  users,  we  have  spent  a  great  deal  of  time  and  have 
required  a  very  great  deal  of  labor  on  the  part  of  our 
accountants. 

We  have  caused  a  computation  to  be  made  showing  the 
number  of  gallons  used  by  each  consumer  whose  service  is 
metered.  After  ascertaining  these  facts  we  have  computed 
the  sum  paid  by  each  consumer  on  the  rate  heretofore  exist- 
ing and  on  the  rate  hereinafter  ordered  by  us.  As  a  result 
of  this  computation  we  find  that  198  consumers  use  5,000 
gallons  and  less  per  annum ;  2,015  use  36,000  gallons  and 
less  per  annum  and  more  than  5,000  gallons ;  455  consumers 
use  60,000  gallons  per  annum  or  less  and  more  than  36,000. 

We  have  followed  this  process  through  the  entire  list  of 
the  consumers  of  the  service  of  the  water  works  as  such 
list  is  shown  by  seven  consumers'  ledgers  kept  by  the 
water  works.  This  has  been  a  very  long  and  tedious 
process,  but  it  is  the  only  method  by  which  a  result  oven 
approximating  accuracy  could  be  obtained. 

The  earnings  from  the  rates  hereinafter  established  bj 
us  are  based  upon  the  assumption  that  the  consumers  will 
use  practically  the  same  quantity  of  water  for  the  year 
following  the  adoption  of  the  rate  that  they  did  for  the 
year  upon  which  the  calculation  was  based.  If  this  assump- 
tion proves  to  be  approximately  correct,  the  rate  for  the 
metered  service  that  w^e  will  order  in  addition  to  the  other 
rates  will  produce  sufficient  revenues  to  enable  the  water 
works  to  earn  the  revenue  that  we  have  found  it  is  neces- 
sary for  it  to  earn. 

The  very  magnitude  of  the  calculations  we  have  made  in 
this  case  forbids  the  same  process  in  the  larger  utilities. 
Where  the  number  of  metered  services  reach  10,000  or 
more  it  w^ould  be  practically  an  endless  task  to  arrive  at  a 
result  by  the  method  we  have  here  used.  In  the  smaller 
utilities  this  process  is  feasible  and  practicable,  and  the 
most  certain  that  can  be  devised. 

After  the  conclusion  of  the  first  hearing  of  this  case  we 
discovered  that  no  evidence  had  been  introduced  that  would 
enable  us  to  establish  a  rate  except  by  mere  conjecture. 
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When  this  fact  became  evident,  we  directed  our  accountants 
to  re-examine  the  records  of  the  water  works,  and  while 
so  doing  the  accountants  copied  the  consumers'  ledgers  of 
the  water  works  in  so  far  as  such  records  showed  the 
number  of  gallons  used  at  each  meter  reading,  and  the 
amount  collected  by  the  water  works  for  such  reading, 
and  from  such  consumer.  With  this  data  before  us  we 
began  a  careful  investigation  and  discovered  that  the 
water  works  was  collecting  about  $3,000  per  annum  less 
than  the  schedule  of  rates  showed  it  was  entitled  to  collect. 
When  this  was  ascertained,  another  hearing  was  held  and 
the  water  works  was  asked  to  explain  the  difference  be- 
tween the  actual  receipts  and  the  money  ihat  would  have 
been  earned  under  the  schedule. 

The  discrepancy  was  admitted  by  the  management  of  the 
water  works  and  the  explanation  was  based  upon  the  fact 
that  the  schedule  of  rates  filed  with  the  Commission  was 
not  a  true  schedule.  It  was  contended  that  certain  con- 
sumers on  the  first  day  of  January,  1913,  were  entitled  to  a 
rate  of  15  cents  per  1,000  gallons,  and  that  when  the  sched- 
ule of  rates  was  filed  with  the  Commission  on  the  sixteenth 
day  of  August,  1913,  such  rate  was  omitted  from  the 
schedule  by  inadvertence  and  oversight.  It  was  further 
shown  by  the  evidence,  that  in  the  year  1906  the  water 
works  issued  a  printed  pamphlet  purporting  to  give  the 
rates  of  its  metered  consumers  and,  upon  the  first  hearing 
of  this  cause,  the  superintendent  testified  that  the  printed 
pamphlet  contained  a  true  statement  of  the  rates  now  in 
force,  and  that  the  schedule  filed  with  the  Commission  was 
a  correct  schedule  of  the  rates  in  force  January  1,  1913. 
The  printed  pamphlet  did  not  contain  the  rate  that  it  is 
now  insisted  was  in  force,  and  was  by  accident  omitted  from 
the  schedule  filed  with  the  Commission.  More  than  500 
consumers  of  the  water  works  were  given  the  benefit  of 
this  omitted  rate  from  the  first  day  of  May,  1913,  to  the 
present  time. 

On  the  second  hearing  of  the  case  it  was  established  by 
the  evidence,  and  admitted  by  the  superintendent,  that  the 
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Chesapeake  and  Ohio  Railroad  Company  had  been  charged 
for  water  a  rate  lower  than  it  ought  to  have  been  charged 
according  to  the  schedule  filed  with  the  Commission,  and 
according  to  the  rates  in  the  printed  pamphlet.  This  was 
explained  by  the  superintendent  on  the  theory  that  at  some 
prior  time  a  contract  had  been  entered  into  with  this  rail- 
road or  its  predecessor  entitling  the  Railroad  company  to 
water  at  the  rate  actually  charged. 

The  high  character  of  the  superintendent  for  honesty 
and  truthfulness  perhaps  entitles  him  to  the  benefit  of  the 
doubt  as  to  whether  his  acts  were  due  to  intentional  viola- 
tion of  the  law  or  otherwise.  It  is  difficult  for  us  to  believe 
that  the  intelligent  management  of  this  company  who  used 
this  omitted  rate  almost  daily  would,  when  they  filed  this 
schedule,  have  omitted  it  therefrom.  The  filing  of  the 
schedule  of  rates  with  this  Commission  was  one  of  the  most 
important  acts  the  management  of  this  company  has  had 
to  perform.  Under  the  contention  of  its  officers  this  act 
was  done  as  if  it  were  a  matter  of  no  significance.  A  rate 
vitally  affecting  the  revenues  of  the  company,  and  vitally 
affecting  one-tenth  of  its  consumers  did  not  appear  in  the 
printed  schedule  of  rates  in  1908,  nor  in  the  schedule  of 
rates  filed  pursuant  to  the  Public  Service  Commission  Lav. 
The  requirement  that  all  rates  are  to  be  filed  with  the  Com- 
mission is  mandatory  and  is  enforceable  by  fines  and 
penalties. 

If  the  explanation  now  given  is  true,  the  filing  of  the 
schedule  of  rates  was  done  without  a  proper  regard  to  the 
importance  of  the  requirement  of  this  statute.  While  the 
rate  claimed  to  have  been  omitted  produced  less  revenue 
than  the  schedule  of  rates  filed,  that  is  no  excuse.  Less 
revenue  is  the  very  thing  that  the  water  works  wanted  on 
the  trial  of  this  case.  It  insists  in  its  brief  that  it  must 
have  an  increase  in  revenues  and  an  increase  in  rates. 
But  in  the  entire  proceeding  until  the  discrepancy  was  dis- 
covered by  us  it  was  earnestly  insisting  that  the  schedule 
of  rates  filed  with  the  Commission  were  the  true  and  cor- 
rect rates  of  this  company. 
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After  carefully  considering  all  of  the  evidence  pertinent 
to  the  subject  of  rates,  regulations  and  practices,  we  find 
each  one  separately  of  the  following  facts  to  be  established. 

1.  That  each  one  of  the  meter  rates  in  use  at  this  date 
by  the  Richmond  City  Water  Works  is  unjustly  discrim- 
inatory. 

2.  That  Rule  No.  2  of  the  Richmond  City  Water  Works 
requires  each  consumer  to  pay  a  fee  of  not  less  than  $10.00 
at  the  time  of  his  application  to  have  a  main  tapped,  and 
that  this  is  a  regulation  that  is  unjust  and  unreasonable. 

3.  That  Rule  No.  29  requires  each  meter  user  to  pay  a 
monthly  meter  rental  of  not  less  than  25  cents,  and  that 
this  is  an  unjust  and  unreasonable  charge. 

4.  That  the  rate  charged  the  Chesapeake,  and  Ohio  Rail- 
road Company  is  preferential  and  unjustly  discriminatory. 

5.  That  large  quantities  of  water,  to  wit,  100,000,000 
gallons  of  water  annually  has  heretofore  been  given  away 
without  any  compensation,  and  that  this  is  an  unreasonable 
and  an  unjust  practice. 

After  having  found  these  facts  upon  the  investigation, 
we  have  made  it  become  the  duty  of  the  Commission  to 
determine,  and  by  order  fix,  just  and  reasonable  rates,  tolls 
and  charges  and  schedules  which  are  to  be  imposed,  ob- 
served and  followed  in  the  future  in  lieu  of  those  found 
to  be  unjust,  unreasonable,  unjustly  discriminatory  or 
preferential,  and  to  determine  and  declare  and  by  order 
fix  just  and  reasonable  practices  and  regulations  to  be  fol- 
lowed in  the  future  in  lieu  of  those  found  to  be  unjust  and 
unreasonable. 

It  is,  therefore,  ordered  by  the  Public  Service  Commis- 
sion of  Indiana^  That  the  following  schedule  of  rates,  tolls, 
charges  and  the  following  rules,  regulations  and  practices 
be  imposed,  observed  and  followed  in  the  future  by  the 
Richmond  City  Water  Works,  to  wit : 
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SCHEDULE  OF  RATES  FOR  CONSUMERS  USING  METERS. 

For  each  meter  installed  thei-e  shall  be  paid  by  the  consumer  an  annnal 
charge  of  $2.00.  This  charge  shall  be  paid  in  four  equal  installments 
of  50  cents  each. 

For  the  first  3,000  gallons  used  i)er  month,  there  shall  be  paid  20  cents 
for  each  1,000  gallons  consumed. 

For  the  next  7,000  gallons  used  per  month,  there  shall  be  paid  15  cents 
for  each  1,000  gallons  consumed. 

For  the  next  80,000  gallons  used  per  month,  there  shall  be  paid  12 V2  cents 
for  each  1,000  gallons  consumed. 

For  the  next  910,000  gallons  used  per  month,  there  shall  be  paid  8  cents 
for  each  1,000  gallons  consumed. 

For  the  next  1,000,000  gallons  used  per  month,  there  shall  be  paid  7  cents 
for  each  1,000  gallons  consumed. 

For  the  next  2,500,000  gallons  used  per  month,  there  shall  be  paid  6  cents 
for  each  1,000  gallons  consumed. 

For  all  in  excess  of  2,500,000  gallons  used  per  month,  there  shall  be 
paid  5%  cents  for  each  1,000  gallon.*?. 

Each  meter  shall  be  read  each  month.  All  accounts  shall  be  paid  July 
first,  October  fii-st,  January  first,  and  April  first,  of  each  year. 

For  each  fire  hydrant  located  and  maintained  upon  a  public  street  or 
other  public  thoroughfare,  and  heretofore  or  hereafter  set  by  order  of  the 
proper  authorities  of  the  city  of  Richmond,  said  city  shall  pay  $55.00  per 
annum,  payable  in  four  equal  installments,  at  the  times  hereinabove  fixed 
for  the  payment  of  meter  charges. 

For  each  one  of  the  following  fire  hydrants  there  shall  be  paid  the  sum 
of  $55.00  per  annum,  to  wit:  Three  hydrants  in  Spring  Grove;  two 
hydrants  at  Reid  Memorial  Hospital;  one  hydrant  in  Beallview,  all  out- 
side of  the  city  limits. 

For  the  fire  hydrants  at  Earlhara  College,  and  at  Wernle  Orphans' 
Home,  there  shall  be  paid  $30.00  per  annum. 

All  hydrant  rentals  shall  be  payable  quarterly,  at  the  dates  when  meter 
charges  are  paid. 

Elevators,  10  cents  per  1,000  gallons. 

County  Court  House  and  Jails,  10  cents  per  1,000  gallons  unless  meter 
schedule  applies. 

City  of  Richmond,  other  than  as  above  provided  for  hydrants.  10  cents 
per  1,000  gallons. 

Ice  manufactories,  months  of  June,  July,  August  and  September,  on 
an  average  daily  consumption  of  50,000  gallons  for  any  one  month  at  a 
rate  of  C  cents  per  1,000  gallons. 

All  public  and  parochial,  or  private  schools,  and  churches,  6  cents  per 
1,000  gallons  used  in  any  one  month,  payable  quarterly  as  aforesaid. 

All  flat  rates,  and  all  other  rates,  not  herein  specifically  mentioned,  now 
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on  tile  with  the  Public  Service  Commission  of  Indiana,  shall  be  and  remain 
the  lawful  rates,  and  shall  be  payable  quarterly  in  advance. 

No  charge  shall  be  made  for  tapping  the  mains,  and  the  company  shall 
install  at  its  own  exi)ense  all  services  from  the  main  to  inside  the  curb, 
not  exceeding  100  feet  each,  and  install  curb  box  and  curb  cock. 

No  extensions  of  mains  shall  be  ordered  less  than  200  feet  in  length. 
No  mains  shall  be  required  to  be  laid  where  the  annual  income  therefrom 
for  fire  and  all  other  purposes,  at  the  rates  fixed  in  this  schedule,  does  not 
equal  10  cents  for  each  foot  of  extension  ordered. 

No  service  shall  be  changed  from  metered  to  flat  rate. 

The  city  shall  not  pay  any  rental  for  hydrants  set  or  maintained  outside 
the  city  limits. 

It  is  further  ordered  by  the  Public  Service  Commission 
of  Indiana,  That  said  Richmond  City  Water  Works  cease 
and  desist  from  enforcing  its  said  Rule  No.  2,  and  its  said 
Rule  No.  29,  and  each  one  of  said  rules  are  hereby  cancelled 
and  annulled. 

It  is  further  ordered  by  said  Commission,  That  all  the 
rules  and  regulations  of  the  Richmond  City  Water  Works, 
except  those  hereinabove  cancelled  and  annulled,  be  and 
remain  in  full  force  and  effect,  and  shall  be  the  lawful  rules 
and  regulations  for  said  water  works.  Provided,  That 
said  Richmond  City  Water  Works  shall  cause  said  rules  to 
be  printed  and  numbered  consecutively  and  shall  file  a  copy 
with  the  Board  of  Public  Works  of  said  city  of  Richmond 
and  a  copy  thereof  with  said  Public  Service  Commission 
of  Indiana. 

It  is  further  ordered  by  said  Commission,  That  the 
rates  and  rules  and  regulations  in  this  order  hereinabove 
established,  or  that  heretofore  existed,  and  by  said  order 
are  continued  in  force  and  effect,  shall  become  effective 
on  the  thirtieth  day  of  June,  1914,  and  said  water  works 
is  ordered  to  file  its  schedule  of  rates,  tolls  and  charges 
and  its  printed  rules  and  regulations,  all  as  above  set  forth, 
with  this  Commission  prior  to  said  thirtieth  day  of  June, 
1914. 

It  is  further  ordered  by  said  Commission,  That  said  Rich- 
mond City  Water  Works  shall  cease  to  give  to  said  Chesa- 
peake and  Ohio  Railroad  Company  any  preferential  or 
unjustly  discriminatory  rates.  , 
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Under  the  findings  herein  made  it  becomes  the  duty  of 
this  Commission  to  ascertain  and  declare,  and  by  order  fix 
the  expenses  incurred  by  the  Commission  upon  its  investi- 
gation, and  direct  the  Richmond  City  Water  Works  within 
20  days  to  pay  to  the  State  Treasurer  such  expenses  so 
incurred. 

It  is  further  ordered  by  the  Public  Service  Commission 
of  Indiana^  That  within  20  days  from  the  date  when  a  certi- 
fied copy  of  this  order  is  delivered  to  an  officer  or  agent 
of  the  Richmond  City  Water  Works,  said  water  works 
shall  pay  to  the  State  Treasurer  of  the  State  of  Indiana 
the  following  sums  of  money  for  the  expenses  incurred  by 
this  Commission  in  this  cause,  to  wit : 

The  following  expenses  have  been  incurred  by  the  Com- 
mission in  an  examination  and  audit  of  the  Richmond  City 
Water  Works,  to  wit: 

1.    John  L.  Fulung. 
Railroad  Fare: 

May    4th,  railroad  fare  Indianapolis  to  Richmond. ...  $1  35 

May    6th,  railroad  fare  Richmond  to  Indianapolis 1  35 

May  13th,  railroad  fare  Indianapolis  to  Richmond  and 
retuni 2  70 

Board  and  Lodging : 

May  4th,  5th  and  6th,  board  and  lodging 4  40 

Salary  : 

Salary,  $5.50  per  day,  for  4  days 22  20 

$32  00 

2.     Charles  J.  Stewart. 
Railroad  Fare: 

May  4th,  railroad  fare  Indianapolis  to  Richmond.  ...  $1  35 
May  6th,  railroad  fare  Richmond  to  Indianapolis. ...  1  35 
May  13th,  railroad  fare  Indianapolis  to  Richmond  and 

return 2  70 

Board  and  Lodging : 

May  4th,  5th  and  6th,  board  and  lodging 4  60 

Stenographic  Work: 

May  6th,  130- page  report,  at  5  cents  per  page 6  50 

Salary : 

Salary,  $5.50  per  day,  4   days 22  20 

$38  70 
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3.    E.  H.  Reed. 
Railroad  Fare: 

February  15th,  railroad  fare  Indianapolis  to  Richmond.  $1  35 
February  21st,  railroad  fare  Richmond  to  Indianapolis.  1  35 
February  24th,  railroad  fare  Indianapolis  to  Richmond 

and  return 2  70 

Board  and  Lodging: 

February  IGth  to  24th,  inclusive,  board  and  lodging:.  .  12  40 

Postage : 

Mailing  report  20 

Salary : 

Salary,  9  days,  at  $4.16  per  day 37  45 

$55  45 


4.    J.  A.  Wolf. 
Railroad  Fare: 

February  loth,  railroad  fare  Indianapolis  to  Richmond.  $1  35 
February  21st,  railroad  fare  Richmond  to  Indianapolis.     1  35 
February  24th,  railroad  fare  Indianapolis  to  Richmond 
and  return 2  70 

Board  and  Lodging: 

February  loth  to  24th,  inc^isive,  board  and  lodging.  .  12  60 

Miocellaneous  Expense: 

February  19th,  paper 45 

Salary : 

Salar>',  9  days,  at  $4.16  per  day 37  45 


$55  90 


5.    J.  A.  Wolf. 
Railroad  Fare: 

September  24th,  railroad  fare  Indianapolis  to  Rich- 
mond    $1  35 

September  27th,  railroad  fare  Richmond  to  Indian- 
apolis      1  35 

September  29th,  railroad  fare  Indianapolis  to  Rich- 
mond       1  35 

October  4th,  railroad  fare  Richmond  to  Indianapolis.  1  35 
October  6th,  railroad  fare  Indianapolis  to  Richmond.  1  35 
October  11th,  railroad  fare  Richmond  to  Indianapolis.  1  35 
October  13th,  railroad  fare  Indianapolis  to  Richmond.  1  35 
October  15th,  railroad  fare  Richmond  to  Indianapolis.     1  35 
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Board  and  Lodging: 

September  24th  to  October  15th,  inclusive,  board  and 
lodging $39  00 

Salary  : 

Salary,  19  days,  at  $4.16  per  day 79  05 

I12S  S.5 

6.    O.  C.  Herdrich. 
Railroad  Fare: 

September  24th,  railroad  fare  Indianapolis  to  Rich- 
mond  $1  35 

September  27th,  railroad  fare  Richmond  to  Lebanon 
and  return 3  70 

October    4th,    railroad    fare    Richmond    to    Lebanon 
and  ret  nrn 3  70 

October  11th,  railroad  fare  Richmond  to  Indianapolis 
and  return 2  70 

October  15th,  railroad  fare  Richmond  to  Indianapolis.     1  35 

Board  and  Lodging: 

September  24th  to  October  24th,  inclusive,  board  and 
lodging 2C  45 

Miscellaneous  Expense: 

September  — ,  paper V 25 

Salarg: 

Salary,  19  days,  at  $5.00  per  day 95  00 

$134  oO 

The  following  expenses  have  been  incurred  by  the  Com- 
mission in  the  valuation  of  the  property  of  the  Eichmon'l 
City  Water  Works,  to  wit : 

Bail  road  Fare: 

Seven    men,    Indianapolis   to    Richmond    and    return, 
at  $2.70  .$18  90 

Board  and  Lodging: 

November  10  to  November  22,  1913,  6  men  for  6  days, 
at  $1.50,  and  one  man  for  one  day 55  .30 

Salaries: 

November  10  to  December  13,  1913  — 

Oarman,  IL  0.,  23  days,  at  $10.00 230  00 

AVorsham,  A.  H.,  23  days,  at  $5.00 115  00 
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Salaries  —  Continued. 

November  16  to  December  13,  1913  —  continued. 

Taylor,  G.  B.,  23  days,  at  $5.00 $115  00 

Deery,  J.  A.,  23  days,  at  $3.00 69  00 

Walling,  C.  E.,  23  days,  at  $4.00 92  00 

Trook,  M.  T.,  23  days,  at  $2.50 57  50 

Kreutizinger,  H.  J.,  18  days,  at  $2.50 45  00 

Livery : 

One  carriage  2  days,  at  $2.00 4  00 

One  carriage,  %  day,  at  $1.50 1  50 

$803  40 

Miscellaneous  Expense : 

89  pages  of  blue  print,  3  copies,  at  2  cents  per  page. .     5  34 

5  34 


Total $1,254  14 

The  Public  Service  Commission  of  Indiana  has  ascer- 
tained, and  does  now  declare  and  by  order  .fix  the  expenses 
incurred  by  it  upon  the  investigation  in  the  above  entitled 
cause  at  $1,254.14,  and  directs  such  utility  to  pay  to  the 
State  Treasurer  such  expenses  so  incurred  as  hereinbefore 
ordered. 
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MASSACHUSETTS. 

Board  of  Gas  and  Eleotric  Light  Oommissioners. 

East  Boston  Petition. 

Dated  July  17,  1914. 

B«ductloii  of  Bat«6  —  EMSonableness  of  Return — Combiiied  Profits  ftom 

AU  Sources  to  be  Considered  in  Determining  Fair  Return  to 

Stockholders     of     Inter-related     Companies 

Under  Common  Ownership. 

Upon  complaint  asking  that  the  rate  for  gas  in  East  Boston  be  reduced 
from  80  to  80  cents,  the  price  prevailing  in  all  other  portions  of  Boston 
except  Hyde  Park,  it  appeared  that  the  East  Boston  Gas  Company  was 
supplying  gas  in  this  district,  and  that  of  the  gas  so  supplied  the  East 
Boston  company  made  between  one-third  and  one-half  in  its  own  plant 
and  bought  the  remainder  from  the  Boston  Consolidated  Gas  Company. 

It  further  appeared  that  both  the  East  Boston  Gas  Company  and  the 
Boston  Consolidated  Gas  Company,  as  well  as  the  New  England  Gas  and 
Coke  Company,  from  which  the  Consolidated  company  purchased  its  gas, 
Avere  owned  by  trustees  known  as  the  Massachusetts  Gas  Companies; 
and  that  the  profits  of  all  these  companies  and  of  other  allied  companies 
were  pooled  to  meet  the  interest  and  dividend  requirements  of  the 
association. 

Held:  That  in  determining  the  reasonableness  of  the  return  which  the 
ownei-s  of  the  stock  of  the  East  Boston  Gas  Company 'received,  the  Board 
should  consider  the  combined  profits  received  by  the  owners  from  all 
transactions  by  or  with  the  company ; 

That  profits  reached  the  owners  of  the  st-ock  not  only  directly  through 
the  dividends  paid,  but  hardly  less  directly  from  the  sale  of  gas  by  the 
Consolidated  to  the  East  Boston  company. 

The  Commission  found  that  a  rate  of  80  cents  per  thousand  cubic  foot 
would  afford  the  East  Boston  company  a  fair  return  upon  the  value  of 
the  property  which  is  actively  and  necessarily  employed  for  the  public 
convenience. 

Accordingly  a  recommendation  was  made  that  the  rate  be  reduced  from 
8.3  to  80  cents  per  thousand  cubic  foot.* 
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Opinion  and  Recommendation. 

This  is  a  complaint  in  writing,  under  Section  34  of 
Chapter  121  of  the  Revised  Laws,  by  more  than  twenty 
customers  of  the  East  Boston  Gas  Company,  of  the  price 
of  gas  sold  and  delivered  by  said  company. 

A  public  hearing  on  this  complaint  was  given  at  the  office 
of  the  Board,  at  which  the  company  and  its  customers 
were  represented. 

The  territory  supplied  by  this  company  is  a  compact  and 
densely  populated  section,  composed  of  the  island  district 
of  the  city  of  Boston,  known  as  East  Boston,  and  the  city 
of  Chelsea,  which  are  separated  by  the  narrow  tidal  stream 
known  as  Chelsea  River.  Prior  to  January  1,  1910,  Chel- 
sea was  supplied  by  the  Chelsea  Gas  Light  Company,  the 
two  companies  being  consolidated  on  that  date  in  accord- 
ance with  the  provisions  of  Chapter  529  of  the  Acts  of 
1908.  Before  the  union  of  the  two  companies,  under  three 
successive  complaints  against  the  Chelsea  company  and 
four  against  the  East  Boston,  the  price  of  gas,  as  changed 
conditions  appeared,  was  gradually  reduced  until  in  1909 
the  maximum  net  price  in  Chelsea  was  95  cents  and  in 
East  Boston  $1.00.  Immediately  upon  the  consolidation 
the  price  in  the  entire  territory  of  the  united  company  was 
reduced  to  90  cents.  On  May  1,  1911,  the  present  price  of 
85  cents  was  established.  At  the  hearing  the  petitioners 
asked  that  it  might  be  further  reduced  to  80  cents,  the  price 
prevailing  in  all  other  pi>rtions  of  the  city  of  Boston,  except 
Hyde  Park. 

Since  the  consolidation  the  company's  annual  sales  have 
increased  more  than  50  per  cent.,  its  total  output  for  the 
year  ending  June  30,  1914,  being  463,000,000  cubic  feet.  It 
supplies  a  population  estimated  at  about  90,000.  The  gas 
as  sold  is  a  mixed  gas  made  by  well-known  coal,  water  and 
coke  oven  processes,  ranging  from  16  to  18  candle-power, 
the*  legal  requirement  being  16  candles.  The  company 
makes  in  its  own  works  about  a  third  to  a  half  of  its  gas 
and  buys  the  remainder  from  the  Boston  Consolidated  Gas 
Company. 
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To  enable  the  East  Boston  company  to  make  all  its  gas 
in  its  own  works  would  require  a  substantial  addition  to 
its  plant,  and  as  such  addition  should  take  account  of  the 
company 's  future  and  would  properly  be  contrived  to  more 
than  meet  present  requirements,  the  resulting  conditions 
would  be  reasonably  certain,  for  a  time  at  least,  to  increase 
the  cost  of  gas,  not  merely  from  an  investment  charge  dis- 
proportionate to  immediate  needs,  but  by  some  reduction 
in  efficiency  of  operation.  Under  the  peculiar  conditions 
which  surround  this  company,  such  an  addition  to  its  works 
seems  neither  necessary  nor  advisable  for  either  the  public 
or  private  interests  involved.  All  interests  wdll  be  best 
served  by  the  continuance  of  the  purchase  of  gas,  so  long 
as  it  can  be  done  at  a  reasonable  price.  The  company's 
own  works  appear  to  be  economically  operated,  and  indeed 
the  amount  annually  made  there  is  probably  as  much  as  it 
can  make  and  run  those  works  at  their  highest  eflSciency. 
Due  in  a  measure  to  these  facts,  the  gas  made  by  the  com- 
pany in  the  last  fiscal  year  cost  approximately  35  cents  a 
thousand.  For  that  bought  from  the  Boston  company  it 
paid  50  cents.  As  these  figures  indicate  only  the  cost  in 
the  holder,  a  fair  selling  price  must  cover,  in  addition,  the 
cost  of  maintenance,  distribution  and  sale  (including 
taxes),  interest  and  dividend  charges.  The  actual  expendi- 
ture for  these  items  in  the  fiscal  year  just  closed  was  41 
cents. 

Somewhat  more  than  98  per  cent,  of  the  stock  of  the  East 
Boston  company  is  owned  by  tfie  trustees  of  the  unin- 
corporated voluntary  association  known  as  the  Massa- 
chusetts Gas  Companies,  which  also  has  an  even  more  com- 
plete ownership  of  the  stock  of  the  Boston  Consolidated 
Gas  Company;  the  latter  supplies  all  the  remaining  por- 
tions of  the  city  of  Boston,  excepting  those  conunonly 
known  as  Charlestown  and  Hyde  Park.  This  association 
also  owns  or  controls  the  New  England  Gas  and  Coke  Com- 
pany, from  which  the  Boston  company  buys  substantially 
all  its  coal  gas.  The  same  persons  virtually  control  and 
manage  all  of  these  companies.     The  profits  of  all  these, 
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as  well  as  other  allied  companies,  however  derived,  are 
pooled  to  meet  the  interest  and  dividend  requirements  of 
the  association.  These  relations  naturally  direct  attention 
to  the  reasonableness  of  the  price  for  the  gas  bought  and 
to  the  reasonableness  of  the  dividends  paid. 

Any  attempt  to  reach  a  correct  basis  for  a  trade,  when 
both  parties  to  the  transaction  are  virtually  identical,  must 
always  be  attended  with  serious  difficulties.  Theoretical 
refinements  are  likely  to  modify  or  obscure  those  motives 
which  actual  conditions  would  be  likely  to  induce  in  abso- 
lutely independent  trading,  entirely  free  from  any  com- 
munity of  interest.  Some  facts  are  thus  given  too  great 
and  others  too  little  weight.  Even  outside  parties  may  find 
it  difficult  to  measure  reliably  the  proper  effect  of  all  the 
theoretical  factors  which  are  assumed  to  be  entitled  to 
consideration  when  viewing  the  interests  and  legal  rela- 
tions of  the  parties,  and  to  give  to  each  and  all  of  them 
the  same  force  which  parties  might  give  who  were 
strangers  to  each  other  or  whose  business  judgment  was 
entirely  free.  Particularly  is  this  true  where,  as  in  this 
instance,  the  seller  is  itself  a  purchaser  under  like  condi- 
tions. If  the  question  of  the  reasonableness  of  the  price 
of  the  gas  bought  be  viewed  as  one  merely  concerning  the 
immediate  parties  to  the  trade,  it  might  be  difficult  to  say 
conclusively  whether  the  ability  of  the  buyer  to  provide 
for  himself  or  of  the  seller  to  sell  should  be  most  influ- 
ential. It  is  not  unlikely  that  in  this  case  the  former  may 
have  been  the  more  important  factor.  While  the  price  may 
be  less  than  the  figure  at  which  the  East  Boston  company 
could  supply  itself,  it  is  by  no  means  certain  that  a  lower 
price  would  be  unprofitable  to  the  Boston  company,  not- 
withstanding the  possibility  of  a  higher  profit  from  some 
other  possible  customer. 

The  questions  involved,  however,  are  distinctly  broader 
than  these  suggestions  would  imply.  Both  the  Boston  and 
the  East  Boston  companies  are  engaged  in  a  public  service 
and  are  affected  with  a  public  interest  which  each  is  bound 
to  consider.     Because  of  this  the  reasonableness  of  the 
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entire  return  or  profit  which  is  received  by  the  owners  of 
the  East  Boston  company's  stock  from  all  the  transactions 
by  or  with  that  company  becomes  important.  The  profits 
from  these  relations  reach  the  ow^ners  of  this  stock  not  only 
directly  through  the  dividends  paid,  but  hardly  less  di- 
rectly, though  perhaps  less  obviously,  from  the  sale  of  gas 
by  the  Boston  to  the  East  Boston  company.  It  is,  there- 
fore, unnecessary  for  the  purposes  of  this  case  to  deter- 
mine separately  and  conclusively  the  reasonableness  of  the 
price  charged  in  any  single  transaction  between  the  two 
companies  or  of  the  dividends  received  directly  from  the 
profits  on  the  business  of  the  company  as  a  whole.  It  is 
the  combined  profit  from  all  sources  taken  together  which 
will  determine  the  reasonableness  of  the  return  which  the 
owners  of  the  East  Boston  company  receive. 

It  was  urged  by  the  petitioners  that  the  value  of  the  serv- 
ice in  East  Boston  is  no  greater  than  in  other  sections  of 
the  same  city  where  a  lower  price  is  now  charged.  Indeed, 
the  characteristics  of  the  population  and  the  business  of 
this  district,  as  compared  with  those  in  certain  other  dis- 
tricts of  the  city,  are  so  similar  as  .to  raise  a  question 
whether  the  difference  in  price  may  not  be  in  effect  dis- 
criminating against  the  East  Boston  section.  Much  em- 
phasis was  placed  upon  this  proposition  at  the  hearing. 

The  recent  annual  dividends  of  the  company  have  been 
undoubtedly  ample,  not  to  say  liberal,  to  the  stockholders. 
If,  however,  the  margin  of  apparent  profits  remaining  in 
recent  years,  after  the  dividend  payment,  be  considered, 
it  will  be  found  to  be  much  less  than  successful  companies 
liave  thought  advisable  for  the  continued  success  of  their 
business.  Whatever  difference  of  opinion  may  exist  as  to 
the  use  of  its  profits  or  as  to  the  amount  which  should  be 
reserved  out  of  profits  for  depreciation,  the  company  is 
entitled  to  charge  such  rates  as,  with  proper  management, 
may  afford  a  reasonable  return  upon  the  investment.  The 
real  profits  are  not  always  to  be  measured  by  the  difference 
between  operating  expenses  and  income,  with  a  fair  allow- 
ance for  depreciation  or  replacement,  for  not  only  these 


Digitized  by  LjOOQIC 


East  Boston  Petition.  1247 

L.  34] 

profits  which  accrue  directly  to  the  shareholders,  but  those 
which  come  to  them  by  indirection,  must  be  considered  in 
determining  whether,  under  all  their  relations  with  the 
corporation,  they  are  in  receipt  of  a  fair  return. 

As  already  indicated,  the  Board  has  had  occasion  in  an 
unusual  degree  to  familiarize  itself  with  the  property  and 
affairs  of  this  company,  but  it  has  seemed  unnecessary  to 
discuss  at  this  time  some  of  the  features  commonly  con- 
sidered in  rate  cases  and  which  have  influenced  the  Board's 
conclusion.  It  is  perhaps  sufficient  to  say  that,  in  the 
opinion  of  the  Board,  upon  all  the  facts  in  its  possession 
and  in  harmony  with  the  principles  stated,  the  price  here- 
inafter named  will  allow,  above  all  necessary  cost  of  con- 
ducting the  company's  affairs,  a  fair  return  upon  the  value 
of  the  property  which  it  is  actively  and  necessarily  employ- 
ing for  the  public  convenience. 

The  Board  reconunends  that,  in  all  bills  rendered  on  and 
after  the  first  day  of  August  next,  the  net  price  charge<l  by 
the  East  Boston  Gas  Company  for  the  gas  sold  and  de- 
livered by  it  shall  not  exceed  80  cents  a  thousand  cubic 
feet. 
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NEW  HAMPSHIRE. 

Public  Service  Commission. 

Manchester  Traction,  Light  and  Power  Company.  Peti- 
tion FOR  Authority  to  Purchase  Stock  of  the 
Nashua  Light,  Heat  and  Power  Company,  and  lo 
Issue  Additional  Shares  of  Stock  for  Certain  Pcb- 

POSES. 

No.  D— 179. 

Decided  June  23,  1914, 

Purchase  of  Stock  of  OomiMUiy  Engaged  in  Similar  Business  in  Neighte- 
Ing  City  —  Variation  of  Property  of  Vendor  Company  —  Going  Valse 
as  an  Independent  Element  not  Separately  Appraised. 

Upon  petition  by  the  Manchester  Traction,  Light  and  Power  Com[<«iy 
for  authority  to  purchase  the  stock  of  the  Nashua  Light,  Heat  and  Pov^r 
Company,  paying:  for  each  share  so  purchased  one  share  of  its  own  stoek 
and  $40.00  in  cash,  and  to  increase  its  capital  stock  by  the  issuanee  of 
6,000  shares  or  sucli  part  as  might  be  necessary  to  take  up,  share  fw 
share,  the  stock  of  the  Nashua  company  offered  in  exchange,  and  by  tbf 
issuance  of  2,800  shares  to  be  offered  to  the  Manchester  company's  i^i**^' 
holders  proportionately  at  par,  the  proceeds  to  be  used  in  matins:  lfe< 
cash  payment  required  by  the  agreement  for  the  purchase  of  the  ?i<^ 
of  the  Nashua  company,  in  paying  for  extensions  necessary  to  connwi 
the  properties  of  the  two  companies,  the  remainder,  if  any,  to  be  appW 
in  paynient  of  the  funded  debt  of  the  Manchester  company  heretofow 
incurre.-i  in  making  permanent  improvements,  the  Commission  made  i 
valuation  of  the  proi)erty  of  the  Nashua  company  following  the  principle 
set  forth  in  the  Berlin  Electric  Light  Company's  case*  and  in  the  PeofJf'J 
Ous  Light  Company  case.f 

For  the  reasons  stated  in  the  People's  Gas  Light  case  no  allowanw  n? 
made  for  going  concern  value  as  an  independent  element  to  be  sept- 
rately  appraised. 

Issuance  of  Stock  at  Par  Approved. 

Held:  That  although  the  stock  of  the  petitioner  was  selling  at  14<X 
the  Commission  would  approve  the  issuance  of  additional  stock  at  p*r 
because  the  practice  of  issuing  stock  at  various  prices  creates  inequaii'i** 


*  Printed  in  Commission  Leaflet  No.  21,  at  page  781. —  Ed. 
t  Printed  in  Commission  Leaflet  No.  32,  at  page  608. —  Ed. 
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among  the  various  classes  of  stockholders  and  also  because  the  consuming 
and  investing  public  has  the  right  to  know  that  every  dollar  of  stock  rep- 
resents a  dollar  of  investment,  precisely  that  and  nothing  more. 

Finding  by  C<Mnmlsslon  as  to  Value  of  Vendor  Company. 

Considering  the  par  value  only  of  the  stock  to  be  given  in  exchange  for 
that  of  the  Nashua  company  and  to  be  issued  to  raise  the  funds  for  the 
cash  payment  provided  for  by  the  contract  of  sale,  the  price  to  be  paid 
for  the  entire  capital  stock  of  the  Nashua  company  was  $840,000. 

Held:  That  tlie  fair  present  value  of  the  Nashua  company  does  not 
equal  $840,000. 

That  if  the  petition  presented  merely  the  case  of  a  transfer  of  the 
Nashua  company  to  another  ownership  to  be  managed  as  a  separate 
operating  unit,  the  Commission  would  deny  the  petition. 

Proposed   Transfer   Must  Be'  for    ''Public   Good" — Purchase  Approved. 

Held:  That  although  the  statute  provides  that  one  public  utility  can- 
not acquire  the  stocks  or  bonds  of  another  "  unless  authorized  to  do  so 
by  order  of  the  Commission,"  no  test  is  suggested  by  the  statute  to  deter- 
mine whether  or  not  the  requested  authorization  should  be  granted.  How- 
ever, as  the  effect  of  control  by  stock  ownership  is  substantially  equiva- 
lent to  that  of  control  by  a  sale  outright  of  the  property  and  franchises 
of  the  controPed  corporation,  and  as  the  prohibition  of  one  is  necessarily 
based  upon  the  same  considerations  as  the  prohibitions  of  the  other,  the 
Commission  n^ay  take  as  a  guide  the  statute  relating  to  the  transfer  by 
one  utility  to  another  of  all  its  property  and  franchises.  The  test  pro- 
vided in  the  latter  statute  is  that  it  must  appear  that  the  proposed 
transfer,  lease  or  contract  will  be  "  for  the  public  good  and  not  otheru^se." 

That  as  the  purchase  of  the  Nashua  company  by  the  Manchester  com- 
pany and  the  proposed  joint  operation  of  the  two  plants  would  tend  to 
economy  of  operation  and  improvement  in  service  in  both  communities, 
and  would  consequently  be  "  for  the  public  good,"  the  Commission 
approved  the  purchase  of  the  Nashua  company  by  the  Manchester  com- 
pany on  the  terms  stated  in  the  contract.* 

Appeabances  : 
Edwin  F.  Jones  and  Frank  S.  Streeter  for  the  petitioner. 

Eepobt. 
NiLES,  Commissioner: 

The  Manchester  Traction,  Light  and  Power  Company  by 
this  petition  asks  authority  to  purchase  all  or  not  less  than 
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5,400  of  the  6,000  shares  of  the  capital  stock  of  the  Nashua 
Light,  Heat  and  Power  Company,  paying  for  each  share 
so  purchased  one  share  of  its  own  stock  and  $40.00  in 
cash,  and  to  increase  its  capital  stock  by  the  issuance  of 
6,000  shares,  or  such  part  thereof  as  may  be  necessary  to 
take  up  share  for  share  the  stock  of  the  Nashua  company 
offered  in  exchange,  and  by  the  issuance  of  2,800  additional 
shares  to  be  offered  to  its  stockholders  proportionately  at 
par,  the  proceeds  to  be  used  in  making  the  cash  payments 
required  in  the  purchase  of  the  stock  of  the  Nashua  com- 
pany, and  in  pa>ing  for  extensions  necessary  in  order  to 
connect  the  properties  of  the  two  companies,  and  the  re- 
mainder, if  any,  to  be  applied  in  payment  of  the  funded  debt 
of  the  Manchester  company  heretofore  incurred  in  making 
permanent  improvements  and  extensions  of  its  plant. 

The  Nashua  company  does  both  a  gas  and  an  electric 
business,  having  a  complete  monopoly  of  these  businesses 
in  the  city  of  Nashua.  It  was  organized  in  1887  with  a 
capital  of  $45,000,  which  has  been  gradually  increased  until 
there  are  now  outstanding  6,000  shares  of  its  capital  stock 
of  the  par  value  of  $600,000,  and  of  the  market  value  of 
approximately  $960,000,  that  being  the  amount  at  w^hich 
it  is  assessed  for  purposes  of  taxation.  One  hundred  thou- 
sand dollars  of  new  stock  issued  in  1906  was  taken  by  the 
stockholders  at  $152  a  share,  making  the  total  amount  in- 
vested through  stock  subscriptions  $632,000.  There  are 
also  outstanding  notes  to  the  amount  of  $62,000,  represent- 
ing indebtedness  incurred  in  making  extensions  and  addi- 
tions to  the  plant.  The  construction  account  amounts  to 
$406,642.86  for  the  gas  department,  and  $454,938,63  for  the 
electric,  making  a  total  of  $861,581.49  for  both  departments. 
The  figures  for  construction  since  1890  are  claimed  to  be 
accurate.  But  the  charge  to  that  account  in  1890  of  $223,- 
474.65  is  admitted  to  be  an  arbitrary  figure, —  whether 
greater  or  less  than  the  true  amount  can  be  judged  only 
from  the  estimates  submitted  of  cost  of  reconstruction  new. 
In  addition  to  the  items  covered  by  the  construction  ac- 
count, there  are  stores  and  supplies  of  the  value  of  $38,474, 
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making  the  total  cost  of  depreciable  property,  according  to 
the  books,  $900,055.49.  In  addition  there  is  land,  the  pres- 
ent fair  market  value  of  which  is  claimed  to  be  $90,000,  but 
which  cost  only  a  small  fraction  of  that  amount. 

The  property  of  the  Nashua  company,  exclusive  of  land, 
was  valued  on  the  basis  of  cost  of  reproduction  new  and  less 
depreciation  on  behalf  of  the  Commission  by  Sloan,  Huddle, 
Feustel  and  Freeman  of  Madison,  Wisconsin,  Mr.  Feustel 
appearing  personally  as  a  witness,  and  on  behalf  of  the 
petitioner  by  HoUis  French  of  Boston.  The  results  of  their 
valuations  are  shown  by  the  following  table : 

Feuatel  Prtneh 

Lcfis  Le»a 

depre-  depre- 

New           ciation  Nezo           cinlion 

"^otai  physical  value  of  operatinc  property $635 ,  339     $514 ,  178  $640 ,  543     8514 ,  054 

Overhead 95,295         77,125  134,514       134,614 

$730,634  $591,303  $775,057  $648,568 

Btores  and  supplies 38,474         38,474         36.700         36,700 

Non-operating  buildings 18,400         12,926         24,100         15.000 

$787,508     $642,603*  $835,857     $700,268 
Additional  land 90,000         90.000        90,000        90,000 

$877,508  $732,603  $925,857  $790,268 

Mr.  French  also  added  an  allowance  of  $19,652  for  over- 
head charges  on  the  land,  estimated  on  an  amount  slightly 
in  excess  of  the  sum  of  $90,000  found  to  be  its  fair  value, 
making  his  total  valuation,  with  land  included,  $945,509. 

It  wall  be  noted  that  the  valuations  of  the  physical  prop- 
erties now  vary  by  only  about  $5,000,  Mr.  French's  being 
the  larger,  while  Mr.  Feustel's  depreciated  value  exceeds 
Mr.  French's  by  $124.  The  great  variation  comes  in  the 
treatment  of  the  overhead  charges,  Mr.  Feustel  allomng  15 
per  cent.,  while  Mr.  French  testifies  that  in  his  opinion 
21  per  cent,  is  a  reasonable  allowance.  Mr.  Feustel  also 
depreciates  his  overhead  charges,  while  Mr.  French  does 
not.  On  the  matter  of  the  amount  of  overhead  charges 
to  be  allowed,  we  are,  upon  all  the  evidence,  inclined  to  re- 
gard as  ample  the  allowance  made  by  Mr,  Feustel.  And  as 
stated  in  the  Berlin  Electric  Lirjhf  Company  case,t  decided 


•An  error,  of  $100  is  apparent. —  Ed. 
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August  30, 1913,  we  are  clearly  of  the  opinion  that  the  over- 
head charges,  being  theoretically  a  part  of  the  actual  cost 
of  construction  which  would  have  to  be  met  if  the  plant 
were  reduplicated,  should  be  depreciated  in  like  manner  as 
the  physical  properties  in  connection  with  whose  construc- 
tion they  are  incurred. 

A  claim  is  made  of  a  large  going  concern  value,  but,  for 
the  reasons  stated  in  our  recent  report  on  the  People's  Gas 
Light  Company  case,*  decided  June  10, 1914,  we  find  in  the 
facts  of  this  case  no  basis  for  the  allowance  of  such  an  inde- 
pendent element  of  value,  to  be  separately  appraised.  The 
company  has  from  its  very  inception  paid  good  dividends, 
6  per  cent,  up  to  1899,  and  8  per  cent,  since  that  year,  with 
extra  dividends  of  25  per  cent,  in  1891  and  20  per  cent,  in 
1899. 

In  four  years,  beginning  with  1910,  it  has  set  aside  a 
**  depreciation  and  renewal  reserve  account,"  amounting 
to  $121,294.06,  of  which  $103,253.50  has  been  invested  in 
extensions,  and  the  remainder  charged  off  to  renewals  of 
specific  units  of  property.  And  a  comparison  of  the  actual 
investment  by  the  stockholders  with  the  amount  shown  by 
the  construction  account  and  by  the  valuation  of  the  engi- 
neers shows  clearly  that  a  further  substantial  sum  has  been 
invested  in  the  plant  out  of  earnings,  after  paying  ample 
dividends,  which  can  only  be  regarded  as  an  additional  de- 
preciation reserve. 

Mr.  Feustel  testified  that  the  amount  of  the  depreciation 
would  fairly  represent  the  cost  of  developing  the  business, 
or  going  concern  value,  if  there  had  been  no  exorbitant 
dividends  and  no  reserve  for  depreciation.  That  seems  an 
almost  self-evident  proposition.  A  plant  should  normally 
earn  enough  to  pay  fair  dividends  and  to  make  good  its 
depreciation.  If  no  provision  can  be  made  for  depreciation 
out  of  earnings  for  a  considerable  period,  the  amount  rep- 
resented by  the  depreciation  is  something  to  which  the 
company  is  entitled  but  which  it  has  foregone,  and  fairly 
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represents  the  cost  of  developing  the  business.  But  when 
the  company  has  paid  ample,  and,  judged  by  the  standard 
of  a  fair  return,  excessive  dividends,  and  has  more  than 
made  good  its  depreciation  out  of  earnings,  as  in  the 
present  case,  there  has  been  no  cost  of  developing  the  busi- 
ness at  the  expense  of  the  stockholders.  It  has  paid  for  its 
own  development.  The  situation  is  similar  to  that  in  the 
People's  Gas  Light  Company  case,*  and,  for  the  reasons 
stated  in  our  report  in  that  case,  we  see  no  occasion  for 
attempting  to  make  here  a  separate  assessment  of  going 
concern  value.  Various  theoretical  bases  of  estimating 
going  concern  value  are  suggested,  but  none  of  them  seems 
to  us  deserving  of  serious  consideration.  The  truth  regard- 
ing all  such  methods  was  stated  with  great  frankness  by 
Mr.  French,  in  connection  with  his  testimony  regarding  one 
particular  method  on  which  he  had  submitted  some  figures 
(Record,  p.  98). 

"  Q.  Suppose  I  should  ask  you  as  an  engineer  to  figure  the  value  of 
that  company  down  there,  would  you  yourself  adopt  this  method  of  fig- 
uring the  going  concern  value! 

"A.  There  are  about  as  many  ideas  of  going  concern  as  there  are 
engineers,  and  I  personally  do  not  care  about  the  method.  You  can  get 
any  result  you  want." 

Mr.  French  again  defined  going  concern  value  as  the 
amount  necessary  to  take  care  of  the  depreciation  accruing 
during  the  time  required  to  bring  tlie  plant  up  to  the  point 
where  it  should  pay  a  fair  return  on  the  investment.  As 
this  plant  has  always  paid  a  fair  return,  and  has  also 
earned  enough  to  enable  its  owners  to  put  back  into  the 
property  a  sum  in  excess  of  the  total  depreciation,  it  is 
obvious  that  on  Mr.  French's  definition,  as  on  Mr.  Feustel's, 
there  is  no  room  for  any  going  concern  value,  considered 
as  an  item  to  be  appraised  separately.  Of  course,  what  is 
being  valued  is  a  plant  with  business  attached,  in  full  and 
profitable  operation,  and  our  valuation  is  made  with  that 
fact  clearly  in  mind.    But  that  is  a  very  different  matter 
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from  valuing  everything  in  sight,  and  then  adding  perhaps 
25  per  cent,  for  an  imaginary  going  concern  value,  based 
not  on  evidence,  but  on  some  theoretical  method  which  can 
be  so  handled  as  to  produce  any  desired  result. 

Considered  as  an  element  in  the  co&t  of  reproduction,  Mr. 
French's  testimony  also  quite  effectually  disposes  of  the 
item  of  going  concern  value  (Record,  pp.  101-2). 

"  Q.  I  suppose  it  is  purely  theoretical;  in  other  words,  if  you  oblit- 
erated to-day  the  existing  plant  in  Nashua  and  immediately  established 
another  plant  without  any  connections  at  all,  practically  all  the  peopk 
would  want  a  connection  with  the  system,  would  they  not?  A.  Yes,  if 
they  had  been  taking  it  previously,  they  would. 

*^  Q.     The  same  is  true  of  the  electric  users,  is  it  not  ?    A.  True. 

"  Q.  So  if  you  immediately  substituted  for  this  existing  plant  aDother 
plant  without  connections  you  would  get  all  your  business!  A.  Just  the 
way  it  was. 

"  Q.  Immediately?  A.  Under  those  circumstances,  you  would  not  be 
allowed  any  more  capital  than  that  plant  cost. 

"  Q.  Under  those  circumstances,  starting  with  a  new  plant,  you  woaM 
immediately  get  business  enough  to  pay  a  return  on  the  plant?  A.  I 
think  that  is  very  well  put. 

"  Q.  (By  Mr.  Jones)  It  would  take  some  time  to  make  connecfioa*; 
they  couldn^t  do  it  in  a  minute?  A.  I  think  that  is  in  Mr.  Bomw'> 
assumption." 

It  is  quite  clear  from  this  discussion  that  whatever  con- 
sideration should  be  given  to  going  concern  value  in  deter- 
mining the  actual  investment  in  a  public  utility  property, 
it  has  no  place  whatever  in  cases  such  as  this,  in  an  estimate 
of  the  present  cost  of  reproduction.  Nor  are  we  impresseJ 
by  the  claim  of  an  allowance  for  workiiig  capital.  What- 
ever the  company  has  of  value  will  be  taken  into  account 
What  it  has  not,  though  it  ought  to  have  it,  is  of  no  conse- 
quence in  fixing  its  valuation  for  purposes  of  sale,— if  in- 
deed it  is  for  any  purpose.  Inquiry  since  the  hearing  ha? 
developed  the  fact  that  the  company  had  on  hand,  at  ap- 
proximately the  date  of  filing  the  petition,  cash  and  bilk 
receivable  in  excess  of  bills  payable  amounting  to  $21,- 
804.22,  which  of  course  must  be  taken  into  account  id 
determining  the  value  of  its  assets. 
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The  petitioner  asks  to  be  permitted  to  purchase  the 
6,000  shares  of  the  capital  stock  of  the  Nashua  company, 
giving  in  exchange  therefor  6,000  shares  of  its  own  stock 
and  $40.00  in  cash  for  each  share  purchased,  or  $240,000 
if  the  entire  issue  is  obtained,  the  necessary  cash  to  be 
obtained  by  an  issue  of  stock  to  be  allotted  to  its  share- 
holders proportionately  at  par.  The  stock  of  the  petitioner 
is  now  selling  at  $140.  But  we  have  no  hesitation  in  author- 
izing the  new  issue  at  par.  The  practice  of  issuing  stock 
at  various  prices,  according  to  temporary  fluctuations  in 
the  stock  market,  has  the  effect  of  creating  inequalities 
between  the  various  classes  of  stockholders,  produces  in- 
justice and  confusion,  makes  more  difficult  the  securing  of 
new  money  needed  for  extensions  and  improvements,  and 
is  not  required  by  any  consideration  of  public  interest.  The 
consuming  and  investing  public  have  the  right  to  know  that 
every  dollar  of  stock  represents  a  dollar  of  investment, — 
precisely  that,  and  nothing  more.  We  have  in  no  case  re- 
quired that  stock  be  issued  above  its  par  value,  and  while 
contingencies  might  perhaps  arise  making  such  a  course 
seem  reasonable,  we  can  at  present  think  of  no  circumr 
stances  which  would  cause  us  to  require  it, 

Considering  therefore  the  par  value  only  of  the  stock  of 
the  Manchester  company  to  be  given  in  exchange  for  that 
of  the  Nashua  company,  and  to  be  issued  to  raise  the  funds 
for  the  cash  payment  provided  for  by  the  contract,  the  i)rice 
to  be  paid  for  the  entire  capital  stock  of  the  Nashua  com- 
pany is  $840,000. 

We  cannot  find  that  the  fair  present  value  of  all  the 
property  of  the  Nashua  company  equals  the  sum  of  $840,- 
000,  and  if  the  petition  presented  simply  the  case  of  a  trans- 
fer of  the  Nashua  company  to  another  ownership,  to  be 
managed,  as  heretofore,  as  a  separate  operatinjj;  unit,  we 
would  be  constrained  to  deny  the  petition. 

But  this  case  does  not  turn  solely  upon  the  value  of  the 
Nashua  plant  view^ed  as  a  distinct  property. 

The  statute  (Laws  of  1911,  Chapter  164,  Section  13  (c)) 
forbids  the  acquisition  by  a  public  utility  of  the  stock  or 
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bonds  of  a  like  utility  *'  unless  authorized  to  do  so  by  order 
of  the  Conunission.'*  No  test  is  suggested  by  which  the 
Commission  shall  determine  whether  the  requested  authori- 
zation should  be  granted.  As,  however,  the  effect  of  con- 
trol by  stock  ownership  is  substantially  equivalent  to  that 
of  control  by  a  sale  outright  of  the  property  and  franchises 
of  the  controlled  corporation,  and  the  prohibition  of  the 
one  is  necessarily  based  upon  the  same  considerations  as 
the  prohibition  of  the  other,  we  can  find  in  the  statute  re- 
lating to  the  transfer  by  one  utility  to  another  of  all  its 
property  and  franchises  the  test  by  which  to  determine 
whether  such  authorization  as  is  here  requested  should  be 
given.  That  statute  (Laws  of  1913,  Chapter  145,  Section 
13  (b))  provides  that  such  transfer  shall  be  made  only  by 
order  of  the  Commission,  and  that  **  The  Commission  shall 
make  such  order  in  any  case  where  it  shall  appear  that  the 
proposed  transfer,  lease  or  contract  would  be  for  the  public 
good  and  not  otherwise." 

The  authorization  of  the  stock  transfer  here  proposed 
must  therefore  depend  upon  whether  it  is  found  to  be  '*  for 
the  public  good."  It  is  clear  that  a  purchase  at  a  grossly 
excessive  price,  inevitably  resulting  in  an  undue  burden 
upon  the  public  in  increased  rates  or  impaired  service  and 
facilities,  would  not  be  for  the  public  good.  But  it  is  also 
clear  that  where  the  discrepancy  between  the  value  and  the 
price  to  be  paid  is  not  large,  there  may  be  benefits  to  the 
public  from  proposed  changes  in  methods  of  operation 
sufficient  to  make  up  for  the  deficiency  in  value. 

The  Nashua  company  produces  its  power  entirely  by 
steam,  having  for  that  purpose  an  exceptionally  well 
planned  and  efficient  plant.  The  Manchester  company  has 
large  developed  water  powers  on  the  Merrimack  and  Pis- 
cataquog  Elvers  upon  which  it  relies  entirely  except  in  times 
of  extreme  low  water,  and  from  which  it  has  in  times  of 
ordinary  flow  a  large  surplus  of  power  for  which  at  present 
there  is  no  demand.  It  has  also  an  auxiliary  steam  plant, 
and  a  large  undeveloped  water  power  at  Hooksett,  on  the 
Merrimack  River.   It  is  proposed  to  connect  the  Manchester 
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and  Nashua  systems  and  to  sell  the  surplus  water  power 
of  the  Manchester  company  to  the  Nashua  company  at 
reasonable  rates,  and  before  long  to  develop  the  Hooksett 
power  also.  When  that  is  done  it  is  probable  that  the  entire 
needs  of  both  communities  can  be  met  for  many  years  to 
come,  except  in  cases  of  accident  or  abnormal  water  con- 
ditions, by  electricity  developed  from  the  Manchester  com- 
pany's water  powers.  And  in  cases  of  temporary  failure 
of  any  of  the  water  powers  both  steam  plants  will  be  avail- 
able to  supply  electricity  to  either  city.  Not  only  will  this 
arrangement  tend  to  make  the  service  steady  and  reliable 
at  all  times  in  both  cities,  but  it  will  furnish  a  market  for 
the  surplus  power  of  the  Manchester  company,  will  prob- 
ably enable  that  company  to  make  a  profitable  development 
of  its  Hooksett  power,  the  investment  in  which  is  now  lying 
idle,  and  it  is  estimated  will  effect  an  annual  saving  to  the 
Nashua  company  of  about  $20,000  in  operating  expenses 
through  the  less  cost  of  electricity  developed  from  water 
power  as  compared  with  that  produced  by  steam.  The  Man- 
chester company  also  agrees  to  put  in  force  in  Nashua  the 
same  schedule  of  rates  for  lighting  as  is  now  in  force  in 
Manchester,  which  it  is  estimated  will  produce  an  average 
reduction  of  18  per  cent,  in  the  cost  of  electric  lighting  in 
Nashua,  and  will  make  no  increase  in  the  existing  Nashua 
power  rates,  which  are  on  a  generally  lower  basis  than  those 
in  force  in  Manchester. 

Taking  all  these  facts  into  consideration,  we  find  that  the 
Manchester  company  can  well  afford  to  pay  the  price  agreed 
upon  for  the  stock  of  the  Nashua  company,  that  the  joint 
operation  of  the  two  plants  in  the  manner  proposed  will 
tend  to  economy  of  operation  and  improvement  of  service 
in  both  communities,  that  the  purchase  of  the  stock  of  the 
Nashua  company  by  the  Manchester  company  upon  the 
terms  stated  in  the  contract  will  be  for  the  public  good,  and 
that  the  proposed  issue  of  8,407  additional  shares  of  the 
capital  stock  of  the  Manchester  compi^ny  is  reasonably 
requisite  for  the  purposes  for  which  it  is  desired. 
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This  finding,  being  based  largely  upon  the  peculiar  cir- 
cumstances of  the  case,  is  not  to  be  taken  as  a  finding  of 
value  which  will  be  considered  in  any  subsequent  proceed- 
ing invoMng  the  reasonableness  of  the  rates  of  either  com- 
pany. 

The  Manchester  company  has  at  present  arranged  for  the 
purchase  of  only  5,607  shares  of  the  Nashua  company's 
stock.  It  will  be  authorized  to  issue  a  like  number  of  shares 
of  its  own  stock  to  be  exchanged  share  for  share  for  the 
stock  of  the  Nashua  company.  It  will  also  be  authorized  to 
issue  2,800  additional  shares  of  its  stock,  to  be  oflFered  to  its 
sliareholders  proportionately  at  par,  the  proceeds  to  be 
used  to  make  the  cash  payments  of  $40.00  a  share  for  the 
Nashua  company's  stock,  and  to  defray  the  cost  of  making 
the  necessary  extensions  required  to  connect  the  plants  of 
the  two  companies,  estimated  at  about  $60,000,  and  the  re- 
mainder, if  any,  to  be  applied  in  the  payment  of  floating 
indebtedness  incurred  in  extensions  and  permanent  im- 
provements of  its  plant  heretofore  made. 

If  additional  purchases  of  the  stock  of  the  Nashua  com- 
pany are  made,  the  Manchester  company  will  be  authorized 
by  supplementary  order  to  issue  such  additional  shares  of 
stock  as  may  be  requisite  in  order  to  make  pajinent  therefor 
upon  the  same  basis. 

An  order  will  issue  accordingly. 

Filed  June  23,  1914. 

Benton  and  Worth  en,  Commissioners,  concurred. 

Order  No.  322. 

Upon  the  foregoing  report,  which  is  made  a  part  hereof, 

It  is  ordered,  That  the  Mancliesler  Traction,  Light  and 
Power  Company  be,  and  hereby  is,  authorized  to  purchase 
all  or  not  less  than  5,607  of  the  shares  of  the  capital  stock 
of  the  Nashua  Light,  Heat  and  Power  Company,  paying  for 
each  share  so  purchased  one  share  of  its  own  capital  stock 
and  $40.00  in  cash,  and 
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It  is  further  ordered,  That  the  Manchester  Traction, 
Light  and  Power  Company  be,  and  is  hereby,  authorized  .to 
increase  its  capital  stock  by  the  issuance  of  8,407  additional 
shares  of  its  capital  stock.  Five  thousand  six  hundred  and 
seven  of  said  shares  shall  be  given  in  exchange,  share  for 
share,  for  a  like  number  of  shares  of  the  capital  stock  of  the 
Nashua  Light,  Heat  and  Power  Company.  Two  thousand 
eight  hundred  of  said  shares  shall  be  offered  to  the  share- 
holders of  said  Manchester  Traction,  Light  and  Power  Com- 
pany proportionately  at  par,  the  proceeds  thereof  to  be 
used  only  in  the  payment  of  the  sum  of  $40.00  for  each  share 
of  the  capital  stock  of  the  Nashua  Light,  Heat  and  Power 
Company  purchased  under  authority  of  this  order,  in  pay- 
ment of  the  cost  of  extensions  and  additions  required  in 
order  to  connect  the  lines  and  system  of  the  Manchester 
Traction,  Light  and  Power  Company  witii  the  lines  and  sys- 
tem of  the  Nashua  Light,  Heat  and  Power  Company,  and  in 
payment  of  indebtedness  heretofore  incurred  in  making 
permanent  improvements  and  additions  to  the  plant  and 
works  of  the  Manchester  Traction,  Light  and  Power  Com- 
pany, and 

It  is  further  ordered,  That  on  July  1  and  January  1  in 
each  year  said  corporation  shall  file  with  this  Commission 
a  detailed  account,  duly  sworn  to  by  its  treasurer,  showing 
the  disposition  of  the  proceeds  of  such  stock  till  the  expendi- 
ture of  the  whole  of  said  proceeds  shall  have  been  fully 
accounted  for. 

By  order  of  the  Public  Service  Commission  this  twenty- 
third  day  of  June,  1914. 
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The  Public  Utilities  Gommission. 

In  the  Matter  of  the  Appeal,  of  the  Bucyrus  Light  axd 
Power  Company  from  an  Ordinance  Passed  by  the 
City  of  Bucyrus,  Establishing  the  Rates  to  be 
Charged  for  Electric  Current  Furnished  for  Light- 
ing AND  Power  Purposes  in  Said  City  of  Bucyrus, 
Ohio. 

P.  S.  C.  No.  590. 

Dated  September  8,  1914. 
Rehearing  Denied. 

Order. 

This  case  came  on  this  day  for  consideration  upon  the 
application  of  the  Bucyrus  Light  and  Power  Company, 
filed  herein  on  the  twenty-first  day  of  July,  1914,  for  a 
rehearing  of  this  case  in  respect  to  the  order*  heretofore 
made  by  the  Commission  upon  the  valuation  of  the  property 
of  said  company  used  and  useful  for  the  convenience  of  the 
public,  as  specified  in  said  application  and  upon  the  grounds 
for  rehearing  specifically  set  forth  by  said  company  in  said 
application,  and  to  set  aside  said  order  with  respect  to  the 
valuation  of  the  property  of  said  company  used  and  useful 
for  the  convenience  of  the  public,  and  the  Commission  being 
fully  advised  in  the  premises,  finds  that  sufficient  reason  for 
such  rehearing  and  to  set  aside  said  order  has  not  been 
made  to  appear. 

It  is,  therefore,  ordered,  That  said  application  for  re- 
hearing and  to  set  aside  said  order  be,  and  the  same  is 
hereby,  denied. 

Dated  at  Columbus,  Ohio,  this  eighth  day  of  September, 
1914. 


•  Printed  in  Commission  Leaflet  No.  32,  at  page  717. —  Ed. 
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WISCONSIN. 

Bailroad  Commissian. 

In  re  Investigation  on  Motion  of  the  Commission  of  the 

Service  of  the  Stevens  Point  Lighting  Company. 
In  re  Application  of  the  Stevens  Point  Lighting  Com- 
pany FOR  Authority  to  Increase  Rates. 

No.  U— 301. 

Decided  April  15,  1914, 

Investigation  of  Gas  and  Electric  Service  —  Increase  in  Bates. 

Two  separate  actions  are  involved  in  this  case:  (1)  the  Commission, 
on  its  own  motion,  investigated  the  gas  and  electric  service  rendered  by 
the  Stevens  Point  Lighting  Company;  and  (2)  the  company  applied 
for  authority  to  increase  its  rates  for  electric  service. 

Service  Begnlations. 

With  respect  to  the  matter  of  service,  it  appears  that  the  utility  has 
at  no  time  fully  complied  with  the  rules  of  the  Commission  concerning 
standards  of  service.  The  utility  has  failed  specifically  to  comply  with 
the  rules  prescribed  in  In  re  Standards  for  Gas  and  Electric  Service, 
1913,  12  W.  R.  C.  R.  418,  for  the  making  of  periodic  tests  of  gas  and 
electric  meters  and  the  keeping  of  records  of  such  tests,  the  keeping  of 
station  records  and  the  control  of  voltage  variation  in  electric  utilities. 
The  utility  has,  however,  largely  removed  the  main  causes  of  complaint, 
voltage  variation  and  "line  drop,"  by  the  rehabilitation  of  its  distribu- 
tion system. 

Discriminatory  Bates  —  Bates  for  Electric  Light  and  Power  —  Valuation 

of   Property  —  Investigation    of    Bevenues    and    Expenses  — 

Schedule  of  Beasonable  Bates  Prescribed. 

AVith  respect  to  the  matter  of  electric  rates,  the  utility  alleges  that 
its  present  power  schedule  is  discriminatory  because  it  permits  long  hour 
consumers  to  obtain  current  at  an  excessively  low  rate  and  asks  for  an 
increase  in  rates  to  power  consumei-s,  even  though  it  be  necessary  to 
decrease  lighting  rates  to  offset  the  increased  revenues  derived  from  a 
higher  power  schedule.  The  utility  secures  its  power  from  the  Stevens 
Point  Power  Company,  but  inasmuch  as  the  utility  is  the  sole  customer 
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1262  Wiscoxsix  Railroad  Commission. 

[Wis. 
of  the  power  company  and  the  two  companies  have  identical  personnels 
of  owners  and  executives,  it  appears  that  the  com})anies  are  but  nominally 
separate  entities.  A  valuation  of  the  properties  of  the  two  companies 
was  made  and  the  revenues  and  expenses  of  the  electric  department  of 
the  utility  were  investigrated.  The  expenses  in  question  were  apportioned 
between  capacity  and  output  and  further  apportioned  among  municipal 
street  lighting,  commercial  lighting,  and  power,  and  the  unit  costs  were 
ascertained.  The  rate  now  exacted  by  the  utility  for  current  supplied 
for  commercial  ligliting  is  13^,^  cents  per  kilowatt  hour,  minimum  bilJ 
oO  cents,  although  the  utility  has  a  schedule  on  file  with  the  Commission 
pro^^ding  for  reductions  to  12  cents  per  kilowatt  hour  for  the  second 
100  kilowatt  hours,  11  cents  per  kilowatt  hour  for  the  third  100  kilowatt 
lioui*s,  and  10  cents  for  all  current  used  in  excess  of  300  kilowatt  hours. 
Xo  explanation  of  this  unauthorized  increase  in  rates  is  given.  A  schedule 
of  rates  believed  to  be  reasonable  is  constructed  and  its  probable  effects 
on  various  sized  installations  in  each  classification  of  consumers  deter- 
mined. The  estimates  of  revenues  to  be  received  under  the  schedule  sug- 
gested, when  summarized  and  compared  with  the  present  revenues,  show 
a  general  reduction  in  revenues  amounting  to  13  per  cent. 

Failure  to  Allow  for  Depreciation    Equiyalent  to  Withdrawal  of  Capital 

from  Business. 

The  failure  of  a  utility  to  make  allowance  for. depreciation  if  the  earn- 
ings have  been  sufficient  is  tantamount  to  a  withdrawal  of  capital  from 
the  business  and  the  cost  of  reproduction  new  must  be  diminished  in 
determining  the  fair  value  upon  which  the  reasonable  return  aUowed 
is  to  be  based  when  an  adequate  reserve  for  depreciation  has  not  been 
provided.  The  utility  is,  however,  entitled  to  earn  an  amount  sufficient 
to  offset  future  depi'eciation.  In  the  instant  ease  4  per  cent,  on  the  cost 
new  is  allowed  as  an  operating  expense  to  cover  depreciation. 

Cliarges  by  One  of  Two  Interdependent  Companies  to  tlie  Other  Not  Con- 
clusive in  Determining  Operating  Expenses. 

An  excessively  low  book  charge  for  power  supplied  by  one  of  two 
interdependent  companies  to  the  other  is  not  necessarily  oonelusive  on 
the  Commission,  for  the  Commission  can  no  more  recognize  such  a  chaige 
as  proper  than  it  could  an  unreasonably  high  book  charge.  A  revision 
of  the  power  expense  to  meet  the  existing  conditions  is  therefore  made 
in  the  instant  case. 

Saving  Effected  by  Possession  of  Economical  Source  of  Supply  Must  be 
Shared  with  Public  in  Form  of  Lower  Bates. 

A  public  utility  which  possesses  an  especially  economical  source  of 
supply  is  not  entitled  to  retain  the  entire  saving  effected  by  it  but  a 
portion  of  the  saving  should  be  given  to  the  public  in  the  form  of  lover 
rates. 
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In  re  Service  of  Stevens  Point  Lighting  Co.    1263 
C.  L.  34] 

Conformity  with  Commission's  Standards  for  Oas  and  Electric  Service 
Ordered  —  Schedule  of  Bates  Prescribed. 

Held:  1.  Although  the  utility  has  improved  conditions  in  its  effort  to 
comply  with  service  regulations,  its  eomplianee  with  these  regulations  is 
still  unsatisfactory  with  respect  to  the  making  of  meter  tests  and  the 
keeping  of  the  records  of  these  tests. 

2.  The  rates  exacted  by  the  utility  for  commercial  electric  lighting  and 
power  service  are  unjustly  discriminatory  as  between  long  hour  and  short 
hour  users,  and  the  charges  made  for  street  lighting  are  excessive. 

The  utility  is  ordered:  (1)  to  conform  within  sixty  days  to  the  service 
rules  which  it  has  been  violating  and  to  all  othei-s  set  forth  in  In  re  Stand- 
ards for  Gas  and  Electric  Service,  1913,  12  W.  R.  C.  R.  418;  and  (2)  to 
put  into  effect  a  schedule  of  electric  rates  prescribed  by  the  Commission 
for  commercial  lighting,  power  and  slreet  lighting.  The  rate  ordered  for 
street  lighting  is  to  become  effective  only  when  the  city  of  Stevens  Point 
has  filed  notice  with  the  Commission  and  the  utility  of  its  acceptance  of. 
a  contract  providing  for  the  service  of  ninety  or  more  lamps.* 


Syllabus  prepared  by  the  Commission. 
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INTERSTATE  COMMEBCE  COMMISSION. 

Conference  Ruling  No.  412. 

Dated  April  8,  1913. 

Pa886B  to  an  Attorney  Engaged  In  the  Work  of  a  Carrier 

A  carrier  arranged  with  a  lawyer  to  give  preferred  attention  to  its 
railroad  business  at  a  monthly  salary*,  the  attorney  being  permitted  also 
to  engage  in  general  practice.  I^pon  inquiry:  Held,  That  time  passe^^ 
may  not  lawfully  be  issued  in  such  a  case  unless  substantially  all  the 
attorney's  time  is  devoted  to  the  work  of  the  carrier.  (See  Rulings  95-a 
and  20S-a.) 

Conference  Ruling  No.  418. 

Bated  May  12,  1913, 

Interstate  Carrier  Defined. 

An  electric  street  railway,  with  a  large  passenger  traffic  and  a  sub- 
stantial intrastate  freight  movement,  derives  a  very  small  perceutage  of 
its  revenue  from  shipments  moving  between  interstate  points.  It  assert^ 
that  its  entire  freight  service,  both  state  and  interstate,  is  performed  as 
a  matter  of  accommodation  to  patrons  along  its  line. 

Upon  inquiry:  Held,  That  if  a  company  engages  in  interstate  com- 
merce at  all  it  thereby  becomes  subject  to  the  act  and  is  amenable  to  it? 
provisions  with  respect  to  making  statistical,  annual,  and  other  reports 
to  the  Commission  and  must  file  tariffs.     (See  Rulings  197  and  36S.) 

Conference  Ruling  Xo.  426. 

Dated  June  9,  1913, 

Time  Passes  to  Local  Attorneys,  Surgeons,  Etc. 

The  Conunission  adheres  to  the  ruling  many  times  repeated  that  it  i> 
unlawful  for  an  interstate  carrier  to  issue  time  passes  to  local  attonieys, 
surgoonjs,  and  others,  who  do  not  devote  substantially  all  their  time  to 
the  work  or  business  of  the  carrier.  The  principle  of  Conference  Rulinn 
.JO'^-a  is  reaffirmed. 
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Conference  Eulings.  1265 

C.  L.  34] 

Conference  Ruling  No.  434. 

Dated  July  23,  1913. 

Passes  to  Officials  of  Bailroads  in  Adjacent  Foreign  Countries. 

Free  interstate  transportation  may  lawfully  be  issued  to  officials  of 
any  railroad  in  an  adjacent  foreign  country  which  has  filed  with  this 
Commission  joint  tariffs  and  concurrences  in  connection  with  interstate 
carriers  in  the  United  States  without  reservation  as  to  the  Commission's 
jurisdiction. 

Conference  Ruling  No.  435. 

Dated  July  24,  1913. 

Destruction  of  Records. 

It  is  the  view  of  the  Commission  that  all  maps,  profiles,  plans,  specifi- 
cations, estimates  of  work,  records  of  engineering  studies,  field  books, 
and  other  records  pertaining  to  the  physical  property  of  carriei-s  come 
within  the  prohibition  of  destruction  contained  in  Section  20  of  the  act, 
and  as  such  shall  not  be  destroyed  or  otherwise  disposed  of  unless  their 
destruction  be  specifically  authorized  in  the  orders  of  the  Commission*  in 
the  matter  of  the  destruction  of  records.  (See  orders  of  the  Commission 
governing  the  destruction  of  records.) 

Conference  Ruling  No.  446. 

Dated  November  4,  1913. 

Passes  to  Station  Agent  Wlio  Devotes  Only  Part  Time  to  Bailroad  Duties. 
Upon  inquiry:  Held,  That  a  station  agent  employed  by  a  railroad 
company  may  not  lawfully  receive  free  transportation  when  he  employs 
other  persons  to  perform  his  duties  so  that  he  may  devote  the  greater 
part  of  his  time  to  other  business.     (See  Ruling  208-a.) 

Conference  Ruling  No.  452. 

Dated  January  6,  1914. 

Free  Transportation  of  Property  for  Townships  and  Counties. 

Upon  inquiry:  Held,  That  townships  and  counties  are  municipalities 
within  the  meaning  of  Section  22  of  the  act  to  regulate  commerce  and 
carriers  may  lawfully  transjiort  their  property  free  or  at  reduced  rates. 
(See  Rulings  33,  3fi,*  297  and  311.) 
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SUBJECT  INDEX. 


COMMISSION  LEAFLETS  NOS.  31-34,  INCLUSIVE. 

July  1914-October  1914. 
ACCIDENTS:  page 

protection  against,  rules  governing  underground  systems.  87-90 

ACCOUNTS: 

capital,  extensions  and  betterments  not  charged  to 1201 

destruction,   regulations   for 988-989 

examined  before  note  issue 43 

operating  and  income,  kept  by  utilities 439, 446-447 

system : 

inadequate  method,  change  approved 337,  344, 834-837 

uniform    1219-1220 

ordered  by  commission 379,  384 

uncollectible,  allowance  for 448, 453-454 

not  made  417, 421 

ACTUAL  COST: 

defined   1194 

AGENTS: 

station,  pa.'Jses  to 1265 

terminal,  protest  against  more  than  one  in  a  town 1037 

AGREEMENTS.    See  Contracts. 

AMORTIZATION: 

allowance  for   890 

bonds,  jurisdiction  of  commission  as  to 937 

cost  of  proceedings 937 

APPLICATIONS: 

rules  governing 300-301 

AREAS: 

exchange : 

establishment  of  arbitrary 192, 195-198 

extent  and  shape,  fixed  by  commission 192, 195-198 

rates  prescribed  by  commission 790-794 

initial  rates  beyond  and  within 763 

limited,  operations  in 470-471, 476 

local  existing,  division  into  three  local  areas  disapproved. .       794-796 

overlapping   192, 197 
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SUBJECT  INDEX. 
(C.  L.  31-34.) 

ASSESSMENTS:  page 

illegal  when  in  lieu  of  regular  rentals 370-371 

members,  for  repairs  on  line  of  mutual  company 1059 

rental   basis   instead   of 814,816-818,824-826,830-831 

stockholders : 

current  expenses,  discontinued 515, 518-519 

discontinued    822-824, 830-831,  S4U 

provide  for  reconstruction .438-439, 446-447 

ASSETS: 

considered  in  note  issue 42 

realized,  difference  between  porehase  price  and,  excluded 
from  valuation  971, 975 

BETTEBMENTS: 

cost  lO'^S 

included  in  valuation 164, 167-168, 970, 975-976. 

1170, 1216-1217 

rate  increase  to  pay 1122 

inadequate  service  remedied  by 490, 493 

loan  authorized  for 879-881 

necessary  for  adequate  service 365, 797-799 

paid  for  out  of  earnings 612, 681-683 

penalized,  disapproved 608, 627 

rate  increase  after 303-304, 31^-3*20, 379, 381, 

448, 455, 505-506 

approved   95-97, 118-127, 164^171 

regulations  governing  reports  of 554-557 

required : 

before  rate  increase 448, 455 

for  adw|uate  ser^'ice 328-330, 333-344, 365 

stock  issue  for 164, 166-167, 563-570 

BONDS: 

discount   1196 

amortization  of,  jurisdiction  of  commission  as  to....  937 

issue : 

approved   11-12, 270-271 

extension  of  time 1097-109S 

refunding  outstanding,  underlying  bonds 1097-1098 

pledged   as  collateral  security: 

ai)proved   270-271 

issue  of  trust  notes 218-219 

transfer  upon  consolidation 805 

value 1195-1196. 1198 
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SUBJECT  II^DBX. 

(C.  L.  31-34.) 

BOOElS  :  PAGE 
examined : 

before  note  issue 43 

to  determine  value  of  property •. 590-591 

BRIDGES: 

physical  connection  made  by 1032-1045 

CABLEGBAMS: 

return  to  patrons,  unlawful 1150 

GABLES: 

defined    300 

rules  governing: 

crossing,  construction 268 

suspension    292 

submarine,  rate  reduction  for  messages  sent  by 388 

GALLS: 

answering  and  disconnecting,  time  for 1130 

emergency,  proviBions  for 1130 

CAPITALIZATION: 

bonds,  jurisdiction  of  commission  as  to 937 

considered  in  valuation 256-257 

cost  of  new  construction  made  out  of  new  capital  instead 

of  income   563-564, 567 

efficient  office  force  disallowed 935 

equipment,  approved 439, 446 

expenses  attached  to  use  of  instrument,  not  approved ....  972 

replacements,  illegal   438, 445 

represented  by  present  value 905, 912 

rights  of  way,  disapproved 767-776 

sources  of  1195-1196, 1198-1200 

stock  issue  for,  increased 164 

GIBGX7ITS: 

defined    300 

phantom   1037 

signals,  rules  governing 290-293 

toll  tested  after  storms 1133 

GLEABAKGES: 

poles,  rules  governing 290,  294 

wires : 

crossing  railway  rights  of  way 31-32 

rules  governing   288, 290, 293, 300 

GOLLECTIONS: 

advance,   for  rentals  approved 10 
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SUBJECT  INDEX. 
(C.  L.  31-34.) 

COMMISSION:  pagb 

attitude  in  criticising  business  policies 267 

definition    601 

not  a  court 929 

powers,  administrative  and  unsuited  to  trial  by  jury 929 

COMMISSIONS: 

allowance  for,  not  made  in  rate  making 937 

legislation  creating,  effect  on  value  of  property 581,594-595 

messages,  on,  to  subscribers 1072 

messenger  and  "  other  line  "  charges 286-287 

retained  as   part   compensation   for  salaries 15-17, 19 

routing  of  messages 1063-10t)5 

COMPETING  COMPANIES: 

additional  charge  for  connection 402, 412 

agreement  as  to  territory 804 

division  of  unoccupied  territory 277,  ^1-283 

entrance  into  territory  adequately  ser\'ed,  disapproved.  .. .       260-265 

jurisdiction  of  commission  to  eliminate  one  of  two 326-328 

physical  connection : 

compulsory    176-191, 389-414 

service  compared   182-187 

public  utility  not  required  to  funiish  breakdown  service 

to   232, 234-239, 241 

service  of  one,  discontinued  when  operating  without  certifi- 
cate         358-365 

COMPETITION: 

commission  has  no  jurisdiction  to  prevent,  when  utility  in- 
corporated before  passage  of  act 949 

disapproved  when  service  by  one  utility  adequate 130,133-134 

existing,  greater  discount  not  deemed  a  discrimination. .. .       944-948 

poor  service  alleged  to  be  caused  by 994 

private  plants,  obligation  of  public  utility  toward 232-243 

protection  of  utilities  against 402, 410 

security  of  principal  dependent  on  protection  from S85,S9S 

single  system  instead  of,  refused 729 

undesirable    172, 175, 184,260, 264,474 

uneconomic,  prohibited  177, 188 

CONDUCTORS: 
electrical : 

defined    300 

rules  governing    295-296 

under  crossings,  rules  governing 288 

CONDUITS: 

rules  governing  construction   and  maintenance 87-90 
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SUBJECT  IKDEX. 
(C.  L.  31-34.) 

CONSOLIDATION.  page; 

approved   427-429 

duplication  eliminated 448, 454 

exchanges : 

cost  and  depreciation  estimated 448, 453 

new  schedules  approved 47 

rate  increase  upon   304,  306-307, 447-459 

CONSTRUCTION: 

apportionment  of  joint  trunk  line 867-868 

begun  prior  to  passage  of  law,  approved 523-527 

cost: 

considered  in  fixing  rates 208-210, 834-836, 840, 865 

reports  to  commission 277, 283 

undistributed,  allowance  for 1082, 1087 

defective,  physical  connection  refused 372,  374 

extension  of  lines  across  rights  of  way  of  railw^ay 31-32 

illegal  1135-1136, 1139 

indiscriminate,  resulting  in  overloaded  lines 104 

insurance  during,  allowance  for 1082, 1087 

interest  during,  allowance  for 1082, 1087, 1179, 1182, 1185, 1188, 

1202, 1213-1216 

not  made 610,  674 

lines : 

across  similar  lines  and  railways,  rules  governing. . . .      288-301, 

1104-1105 

certificates,  granted  competing  companies 277-283 

overhead,  rules  governing 267-269, 288-301 

protection  of  high  tension  wires 372, 375-376 

safety,  rules  governing 297-298 

underground,  rules  governing 87-90,  288-301 

new: 

certificate  of  public  convenience  and  necessity: 

granted    882-884 

required  before  beginning 324, 422-i26, 470-472, 719 

unnecessary  to  correct  inadequate  service 544-548 

pole  lines,  rights  of  way  over  private  property  granted  by 

commission    461-470 

process  of,  distribution  of  poles  constitutes 523-527 

taxation   during,  8.3%    allowance   for   insurance,  contin- 
gencies and  omissions 1082, 1087 

toll  lines,  stock  issue  approved 34-35 

"CONSUMER  COSTS:  " 

considered  in  fixing  minimum  meter  rate 614,  706-714 
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SUBJECT  IKDEX. 
(C.  L.  31-34.) 

OOlfTACT  RENTAL:  pass 

maintenance  charge    502 

not  within  jurisdiction  of  commission 409-501 

OOKTINGENGIES: 

allowance   for 1082, 1087, 1157, 1179, 1202, 1213-1214, 1222 

COKTBAOTS: 

abrog'ated,  when  rates  fixed  by,  are  deemed  discriminatory.       345-350 

auxiliary  companies,  with,  to  secure  service 936 

between  municipality  and  public  utility: 

approved  by  commission 95-97 

valid  when 263 

as  to  rates 505-50S 

in  lieu  of  pole  rental  tax,  disapproved 740-747 

exclusive : 

alleged,  restraining  physical   connection 1035, 1037 

disapproved    241 

existing,  cancellation 560 

expired,  discrimination  disapproved 194, 215-217 

filed  with  commission 101, 104, 117, 195, 217, 518,  788-790, 

814-815,817-818 
free  and  reduced  rate  service,  prior  to  passage  of  law, 

continued 776-778 

free  service  to  municipality  not  deemed  a  discrimination. .       220-227 

interchange  of  service 427-429, 867-^868 

invalid : 

excluding  public  from  use  of  property  of  common 

carriers 932 

modification  in  fraud  of  public 933-934 

unless  approved  by  commission 951 

legality    827-828 

management,  improvident 797-799 

obligation  impaired  when  rates  discriminatory 345-350 

obsolete : 

deemed  discriminatory  and  unlawful 29-30, 194, 215-217 

in  force  1094 

physical  connection   730, 826, 1019 

not  within  jurisdiction  of  commission 499-501 

purchasing  of  equipment : 972, 984 

rates  and  service: 

changed    by    commission 336,339,^1010 

must  be  included  in  schedules  filed 77-79, 83-85 
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SUBJECT  INDEX. 
(C.  L.  31-34.) 

OOKTBACTS  —  Continued :  page 

rates  and  service  —  continued: 

no  other  electric  service  shall  be  used  over  equipment 

of  utility  under  231, 234r-236, 242 

separate,  with  tenants  of  office  building 483-484 

service   1175-1176 

short  term,  rates 143 

special,  switching  service  disapproved 78-85 

stock  exchanged  for  securing  rights  of  way  disapproved.767, 770-776 

subscribers,  to  guarantee  extensions 829 

telegram  toll  rates,  for 1069, 1071 

termination : 

consent  of  commission  unnecessary 70 

made  prior  to  passage  of  law,  when  rates  less  than 

scheduled 788-789 

suspension  of  order 789 

transfer  of  property 619-621 

COOPER  AOT: 

construction,  enabling  municipalities  to  fix  rates 760, 765 

CORDS: 

length,  for  desk  sets  modification  of  regulation,  approved.  40 

CROSS-ARMS: 

rules  governing * 291 

CROSS-TALK: 

elimination    1128 

inadequate  service  due  to 546 

CROSSING.    See  Construction :  lines. 

DEBTS: 

interest  on  1196 

DEFICITS: 

early,  do  not  make  property  more  valuable 885, 895 

DEPOSITS: 

condition  precedent  to  service 12, 25, 28, 144 

consumers,  8%  interest  upon 560 

guaranty  of  payment,  reasonable  requirement 229-230 

renewal,  conditions  precedent  to 230 

sufficient  to  cover  outstanding  charges,  service  discon- 
tinued, disapproved 228-230 

DEPRECIATION: 

accrued,  allowance  for,  not  made 611, 679, 684, 800, 807, 1156 
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allowance  for. .  .167, 194,  208, 251-252, 379-384, 559, 808, 811,  f 90, 89S, 

1082, 1086-1087, 1093, 1138, 1170, 1180-1182, 1192, 1199-1202, 1218, 

1222-1225, 1230 

comparison  of  estimates 923-924 

considered  in  rate  fixing 12, 20-22, 24, 608,  618, 677-684 

increase 140, 148 

not  made 417,421,497,623-^24 

rate  reduction 571, 574, 576, 579 

comparison  of  sinking  fund  and  straight  line  methods. . . .       677-678 

current,  allowance  for 613,  699,  702 

estimated  for  consolidated  plant 448, 453-454 

excluded  from  cost  of  reproduction 905.  909, 912 

fund  for 874r-875, 1151-1153, 1252 

interest  retained  1153 

part  of  operating  expenses ^ .  558 

rate: 

S7c  minimum  allowance 448, 454 

S%  to  10%  allowance  for 194,209 

59'f  insufficient 448,454 

5%  of  present  fair  value 938 

57c  sufficient 972, 982-983 

5^  '27c  reasonable  22, 24 

47c  deemed  fair 21 

47c  upon  reproduction  cost 1262 

97c  reasonable 448,454 

77c  allowance  for 118-119, 123-126, 148, 162, 165, 168 

67c  allowance 1123 

61/2*^/*^  allowance  for 148, 170 

61 27r  reasonable 8:?6,^1 

30%  fair,  when  betterments  ordered 124 

rates : 

inadequate   for    317-318, 839-84L 

increase  to  cover 336,  343-344, 366-368, 515, 517-519 

suffieieiit   to  cover 439, 445-446,  615,  714-716 

reserve : 

allowance  for 699-700 

definition 680 

fund  established  for 515, 518-519 

increase  in   608, 627 

sinking  fund  curve,  method  of  computing 677 

straight  line  basis,  method  of  computing 559,677-678,924 

DEVELOPMENT  COST: 

considered  in  rate  fixing 1151-1152 
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DIBECTOBIES:  page 
charge  for  additional  listings: 

approved 142, 284, 368-369 

disapproved    98-101 

copies  filed  with  commission 1132 

fee  for  entries 1116 

revision   1131 

rules  for  service   1131 

separate  listing  of  subscribers 484 

study  of  pastor  in  church  listed  at  residence  rates 71-72 

DIBECTOBS: 

rates  uniform  for  all  subscribers 31 

resolutions  of,  approved  by  commission 11-12 

DISCOUNTS: 

advance    payment 614,  705-707,  715-716,  973-974, 1010, 1029, 1123 

approved  95-96, 505, 839, 842 

discontinued,  not  deemed  rate  increase 332-336 

discrimination,  justifiable  when  competition  exists 944-948 

prompt  payment,  approved 153-154, 315-316,  330-331, 449-450, 

456, 458, 614, 704-705,  715-716,  754-755,  780, 782, 787, 822, 932-933 

DISCBIMINATION: 

combination  of  business  and  residence  rates. ..  .314-316,  368-369, 

754-757 

combination  rates  to  several  subscribers,  eliminated 345 

concession  rates  eliminated 354-356 

contracts  made  prior  to  passage  of  law  when  rates  less 

than   scheduled    788-789 

discontinuance  of  discount  not  deemed 333 

justifiable : 

between  subscribers  of  competing  exchanges 402,  412 

greater  discount  where  competition  exists 944-948 

private  branch  exchange  service  in  ofhce  building 483-484 

rates: 

contracts  abrogated  by  passage  of  commission  law. .       345-350 

eliminated    1, 76-78, 861, 1068, 1070-1071, 1169, 1171, 1192, 

1235,  1237 

at  request  of  company 310-313 

by   revised    schedule 1,379-384,791,793,932-933 

by  uniform  system 284 

to  state  officials 274-275 

irregrular  contracts  disapproved 194, 215-217 

long  hour  and  short  hour  users 1263 

obsolete  contracts  imlawful 29-30 
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rates  —  continued : 

penalty    95^-961 

reduction  for  stockholders 79, 83, 101-103,  UO-lll,  115 

stockholders  and  non-stockholders,  between ....  31, 103, 153-151. 

305, 356-357, 366-368, 439,  446, 504, 515, 51ft-^19, 731-735, 816- 

818, 822-825, 839, 864, 993, 995, 999, 1020-1021, 1023-Hr24 

subscribers,  between 272, 275, 1050-1051, 1056-1056 

reduced  rates  to  subscribers  owning  equipment 417, 420 

seniee : 

avoidance    1131 

free 1008,1235 

municipality,  to,  not  deemed 220-227 

orphanages   968 

phj'sical  connection  to  only  one  of  competitors 1038-1039 

refused  at  scheduled  rates 78-80, 83-85 

switching  service,  complaint  dismissed 433—437 

toll  rates: 

between  subscribers  and  non-subscribers  discontinued      272, 275 

eliminated 385 

unlawful   865 

DIVIDENDS: 

considered  in : 

rate  reduction   570-574, 576 

valuation  for  rate  fixing 687, 691 

existing  rules  insufficient  to  provide  for 141 

foregone,  relation  to  present  fair  value 582, 589-590 

surplus  to  provide  for 439, 446 

DRAWINGS: 

rules  governing  301 

DUPLICATION: 

eliminated,  reduction  in  revenue  due  to 448, 454 

facilities : 

authorized  when  physical  connection  is  not  practical 

1110,1112-1113 

disadvantages    470-475 

disapproved    63, 65,  68-70, 130-139, 171-176, 260-264, 

327,402,410 

extension  of  lines  causing 993 

not  approved  1116, 1135, 1138-1139 

physical  connection  to  prevent 1108-1109 

prohibited  177, 188 

property,  allowance  for  not  made 800, 807 
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EABNINGS.     See  Revenues.  page 

ELECTRIC  LIGHT  AND  POWEB  COMPANIES: 

approval  of  compromise  between  parties  increasing  rates  560-562 

certificate  granted  for  new  construction 881-884 

construction  of  conduits  approved 939-940 

incorporated  before  passage  of  Act,  commission  has  no 

jurisdiction  to  prevent  entrance  into  occupied  territory  948-952 

loan  authorized   879-881 

rates 1151, 1261-1263 

increase,  denied  720 

investigation  of  unreasonable 885-904 

reduction,  approved 570-579 

eliminate  discrimination  933 

rehearing  refused  when  grounds  insufficient 580-599 

sale  of  collateral  trust  notes 218-219 

service : 

free  to  mmiicipalit y 220-227 

refusal  to  consumer   receiving  current  from   private 

plant 231-243 

regulations 1261-1263 

second  company  denied  admission  into  territory  ade- 
quately ser^•ed 260-265 

standards  prescribed  by  commission 600-607 

valuation  of  property: 

ascertained  by  commission 246-259 

fixed  by  commission  made  final 717-718 

for  rate  making 932-938 

ELECTRICAL  CORPORATIONS: 

defined    241 

ELECTRICAL  INTERFERENCE: 

grounded  lines,  on,  causes  unsatisfactory  service 1005, 1007 

EMERGENCIES: 

free  service,  approved 53 

provision  agahist 1130 

routing  of  messages  in  cases  of 843, 857 

temporary  connection  by  competing  company  during 136-137 

EMPLOYEES: 

discourtesies,  prohibited  •  122-123 

free  and  reduced  rate  sen-ice 963-964, 1009 

continued  under  contracts  made  prior  to  passage  of 

law 776-778 
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officials : 

companies  in  adjacent  foreign  countries,  passes 1265 

designated  to  handle  service  matters 1132 

free  and  reduced  rate  service  continued  under  contracts 

made  prior  to  passage  of  law 776-77S 

municipal,  free  service  for  business  connected  with 

securing  harvest  hands 387 

rates,  uniform  for  all  subscribers 31 

state,  rate  discrimination  eliminated 274-275 

operators : 

apportionment  of  switching  fees 843,S53,s5' 

illness,  provision  against W^ 

jjhraseology 1131 

salary  sufficient  to  insure  adequate  serx'ice.  . .  .843,  S53-SW,S57 
pension,  disability  benefit  and  insurance  fund,  not  charge- 
able to  public a72-973,9^!»'^' 

provided  with  rules  governing  underground  systems *^7-9i» 

specific,  designated  to  handle  service  matters 1132 

term,  inclusion  of ^ 

ENGINEERS: 

estimates  considered  but  not  conclusive  in   valuation  for 
rate  making   ^ 

EQUIPMENT: 

adequate,  sejiarate  office  unnecessary 721-725,  i-t^* 

attachment  of  foreign  appliances  by  patrons ^^^ 

capitalization,  approved 439,44c 

charge  for  change  in  location 449, 457, 459, 496, 4aS,  lOlO-lOll 

considered  in  fixing  rates 337, 33!J-34fl.342 

crossing,  rules  governing 2SS-3t*I 

desk  sets,  length  of  cords ^' 

disadvantages  of  privately  owned 55-tl 

duplication;  see  Duplication. 
existing: 

for  temporary  physical  connection 1141, 1143, 1145, 114> 

sufficient  ...'....*. 430431 

furnished  by  subscribers S21-^ 

installation : 

certificate  of  public  convenience  and  necessity: 

not  required   321-^' 

required 4-22-42»^ 

cost,  borne  by  utility 5t>-*- 

rate  increase  apj  roved  for  new 5^5-9* 
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installation  —  continued : 

refused  to  subscriber  desiring  connection  with  foreign 

central  office 91-94 

senice  discontinued  during 758-759 

maintenance: 

separate  from  expense  of  management 797-799 

standards  for  1128 

no  other  electric  service  shall  be  used  over,  of  utility.  .231, 234-236, 242 

obsolete,  discarded  to  increase  efficiency 612,  6S4-686 

ownership : 

by  stockholders,  assessment  in  lieu  of  rentals  illegal. .  379-371 
by  subscribers: 

payment  of  rental  by  utility 417-418, 420 

rates 1073 

concessions  disapproved   354-356, 859, 861, 1023 

increase  disapproved 308-310 

by  utility 55-61, 439, 446 

considered  in  rate  investigation 762-763 

portable,  additional  charge  for 805 

rates  when  used  by  two  parties 276 

reasonable  care,  condition  precedent  to  service 102, 112 

rental  charge  approved 354-366 

segregation    of,   for    different    sources   of    supply    disap- 
proved    243 

special,  extra  charge  for 1010 

switching  rates  for  privately  owned 78-85 

tests,  rules  governing , 604, 1120 

ESTOPPEL: 

common  carriers,  denying  lawful  duties 930 

EXCHANGES: 

additional  installation   unnecessary 549-553 

discontinued 426 

giving  only  day  service 1021-1023 

discrimination    eliminated    1 

establishment : 

agreement  as  to  rates 507-508 

new,  approved    503-504 

flat  rate  for  service  between 44  46 

free  service  eiiipinated  between 52S-536,  751-754 

local,  comnumieation  between  two,  considered  toll  service. .  102, 110 

new  schedule  of  rates,  approved 47-48 
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private  branch: 

flat  rate  in  office  building 4S3-4M 

rates   1091-1092,109*? 

rate  increase,  approved 53, 505, j()7 

EXPENSES: 

considered  in  validation  and  issue  of  stock 442-444 

establishing  and  maintaining  physical  connection 372, 377 

estimated  for  consolidated  plants 448,453-4Sl 

excessive,  disallowed  by  commission  in  rate  making 934,93' 

incidental  and  contingent,  allowance  for  not  made 905,912 

incurred    in    furnishing   equipment,    reimbursed    to    sub- 
scriber   7S-80,83,8.3 

investigation 1238-1241 

legal,  allowance  for  in  valuation 247, 249,253 

new  business,  paid  out  of  operating  revenues 609,637 

operating: 

considered   in   fixing  rates 13,15,18,22-23,337,339,341.417, 

420,  e08,  618,  7a5, 800, 810, 910,923. 

970, 972,  975,  977,  982-983, 1O13-1015. 

1017, 1082, 1087, 1069, 1093-lOW, 

1122, 1171, 1191-1192, 121R-1223, 

1227-1230,1362 

increase 119, 123-126, 140, 14^^-149, 

497,740,745,863,8^' 

switching ItS 

discontinuance  of  assessments  for 515, 518-519. 814-Mt>. 

823-824,830^831 

income  sufficient  for  rate  reduction  approved 571,576.579 

increased  cost,  influence  on '^^ 

rates : 

insufficient  to  cover,  increase  approved.  .12-28,165,166-170, 

302-303, 317-318, 336-344, 351-35i 

380^-384, 834^837, 839-*^' 

sufficient   to  cover 4, 39,  445-^46, 615, 714-n6 

reduction : 

by  minimum  meter  charge <^^ 

recommended ^'^ 

stock  issue  to  defray 484-lSS* 

tables  showing 900, 1014, 1093-1094, 1221 

organization 804,800,894,905,912,1082,10* 

physical  connection,  divided  equally  between  utilities 177,191 
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regarded  as  consumer  costs 708 

superintendence,  allowance 563, 566 

switches,  apportionment  843, 853, 867 

taxation,  allowance  for 448,453,700,835,109^3 

EXPEBT8: 

testimony,  value  of 665 

theoretical  cost  of  assembling,  excluded  from  valuation 971,  978 

EZTEN8I0K: 

bells,  rates 366^368,  780, 1091-1092 

sets,  additional  charge 780 

telephones : 

additional  rate  approved.  .102, 109, 114-115, 117, 317-318, 366-368 

rates 973, 986, 1085, 1089-1092, 1096 

reasonableness  of  charge  for  installation 55-^2 

EZTENSIOK  OF  LINES.    See  Lines. 

FACILITIES.    See  Equipment;  Duplication. 

FARM  UNES: 

metallic  service,  establishment  approved 51 

physical  connection  compulsory 842-858 

rates.    See  rates. 

toll  messages  routed  over,  disapproved 113, 116 

not  to  be  considered  precedent  in  other  cases 118 

value  of  physical  connection 186-188 

value  of  service  not  increased  by  establishment  of  central 
office 790-793 

FIBES: 

proWsion  against 1130 

FIXED  CHARGES  1171,1192-1193,1218 

considered  in  rate  reduction 573, 578 

rate  increase  to  cover 165, 169, 380-384 

^y^%  OF  GROSS  EARNINGS: 

contracts,  disapproved   972, 983-984 

FRANCHISES: 

approval  of  commission  necessary  before  exercise 63-70 

certificate  of  public  convenience  and  necessity  granted  to 

exercise  rights 2-9 

contractual  interest  of  municipality  in,  subject  to  joint 

action  of  state  and  utility 1025, 1027 

cost,  allowance  for,  in  rate  fixing 890, 894 

exercise  of  rights,  approved 939-940 
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ordinances  granting  approval  withheld 63-70 

privileges,  return  for,  by  free  service  not  deemed  a  dis- 
crimination   221-227 

rates  fixed  by 80^^803 

commission  has  no  power  to  authorize  increase 1025-102S 

discontinued,  and  rates  fixed  by  commission 1061-1096 

not  recognized  by  commission S^2,  ^^^4 

transfer : 

advantages  accruing  to  municipal  corporation 2, 5-S 

approved 2-9, 427-1^ 

disapproved 802 

value,  allowance  in  rate  making  not  made 935 

FRANKS  : 

exchange  between   companies 963-964, 967, 1150 

half -rate,  lawful  when  issued  prior  to  passage  of  law 777 

FURNACE  COMPANIES: 

obligations  to  public 929-932 

GAS  COMPANIES: 

extension  of  lines : 

ordered 1165-116^ 

subst'riber  obligated  to  take  ser>-iee  for  specified  time. .  940-943 

investigation  of  rates  and  senice 608-716, SS5-904 

loan  authorized 879-SSl 

previous  order  rescinded  upon  rehearing 717 

rates: 

approval  of  compromise  between  parties  increasing. .  560-o62 

classification 244-246 

reduction ()0S-716. 905-926. 1242-1247 

rehearing  refused  when  grounds  insutlicieut 5>(V-599 

sale  of  collateral  trust  notes 218-219 

senice  disr^ontimied  for  non-pa>Tnent  of  bill,  disapproved 

when  deposit  adequate 228-230 

stock  issue  for  extensions  and  refunding  of  obligations .  563-57U 

valuation  of  property  for  rate  making 932-93S 

GIFTS: 

public,  rates  paid  on 1153 

transfer  of  property  of  one  company  to  another D54 

GK)ING  VALUE.     See  Valuation  of  Property. 

GOVERNMENT: 

free  ser\'ice  to  stations 1069, 1072 

regulation  of  utilities 1153, 1161-1163 
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blanket,  included  in  franchise  ordinance 6&--67 

GROUNDED  LINE  SYSTEM: 

metallic  circuit  system  substituted  for 303-304,1005-1007,1128 

rates 779,1007 

unsatisfactory  service  over 546, 1006-1007 

OBOUNDINO: 

rules  governing 294 

GUARANTY: 

required  for  extension  of  lines 1173 

specified  amount  of  service 1071,  1167-1168 

GUYS: 

rules  governing 289-291, 294 

HAZARD: 

considered  in  protection  from  competition 885, 897-898 

HEAD  RECEIVERS: 

rates  changed  on  less  than  statutory  notice 285-286 

IMPROVEMENTS.     See  Betterments. 

INCOME: 

accounts,  kept  by  utilities 439, 446-447 

gross,  considered  in  fixing  rate  increase 164, 168 

sufficient  to  provide  for  expenses,  rate  reduction  approved 

571,676,579 
tax   1093 

INDETERMINATE  PERMITS: 

substituted  for  franchises,  rates  under 1025-1028 

INFORMATION: 

to  consumers,  rules  governing 605 

INITIAL  PERIOD: 

additional  charge  for  excess  time 331-332 

time  limit  193, 196, 204 

INSPECTION: 

by  commission,  rules  governing 607 

schedules  open  to  public 76 

service   1129 

INSTALLATION: 

betterments  rate  increase  approved 95-97 

charge    1177, 1235 

special  wiring  or  apparatus,  for 1010 

checking  station,  unnecessary 549-553 

common  battery  system  rate  increase  after 164-171,505-506 
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cost : 

meters,  at  expense  of  subscriber 720 

physical  connection,  apportionment 389, 391-392, 394, 398, 

400,403,412,414 

extension  telephones,  reasonableness  of  charge 55-62 

in  office  of  local  companies  approved 35-36 

metallic  circuit  system,  rate  increase  after 140, 151-152 

number  of  subscribers  considered  to  determine  value  of 

physical  connection   183-184 

tests,  rules  governing 602 

INSTRUMENTS.    See  Equipment. 

DTSULAIOBS: 

rules  governing   291, 294 

INSURANCE 

allowance  for,*in  valuation  of  property 247, 249,251, 253 

construction,  during,  allowance 1082, 1087 

industrial,  rate  increase  to  cover 834-835 

INTERCOMMUNICATING  SYSTEM: 

rates 1091-1092 

INTERDEPENDENT  COMPANIES: 

charges  of  one  to  other  not  conclusive 1262 

INTER-RELATED   COMPANIES: 

combined   profits   pooled   to   meet   interest   and   dividend 

requirements 1242, 1244r-1247 

INTERSTATE  CARRIERS: 

subject  to  interstate  commerce  act 1264 

INVENTORIES.     See  Valuation. 

mVESTIOATIONS: 

expenses    1238-1241 

irregular  practices 101-117 

reasonableness  of  rates,  suspension  of  schedule 417-^2 

scoi)e,  determining  rates. 608, 617-618 

INVESTMENT: 

actual,  relation  to  present  value 906, 917 

considered  in  rate  fixing 742-744 

interest  on,  not  included  in  expenses 1093-1094 

original,  considered  in  determining  valuation  of  property 

682,595-596,686-690 

plant,  out  of  income 563, 567 

securities,  not  entitled  to  earn  return 612, 690 
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amortization  of  bonds 937 

eloaing  exchanges 1022 

commission  has  none : 

over  extensions  of  utility  incorporated  before  passage 

of  Act  948-962 

telephone  lines  in  Porto  Rico 1150 

contracts : 

between  utilities  and  municipalities  compliance  or- 
dered by  commission 223-227 

physical  connection  not  within,  of  commission 499-501 

eliminate  one  of  two  competing  companies  not  under,  of 

commission 326-328 

extension  of  lines  under  commission 173, 940-942 

former  decisions  of  predecessor  do  not  preclude,  present 

commission 929 

increase  of  rates  fixed  by  franchise,  not  within  commis- 
sion   1025-1028 

issue  of  securities  not  under  commission 825 

municipality  limited  by  corporate  limits  of  city 760, 766 

mutual  companies  not  within,  of  commission 1058^1062 

physical  connection,  over. . .  .86, 176, 179-180, 389-414, 823, 826, 849- 

850, 1033, 1035, 1039-1040 
public  utilities  subject  to  commission.  .322-325, 358-365, 581, 694-595 

railways  under  commission 930 

rates  fixed  by  ordinances,  changed  by  commission 336, 339 

telephonic  business  conducted  for  hire  under  commission      423-425 
unwilful  violation,  treatment 1118-1119, 1121 

LEAKAGE: 

grounded  lines,  on,  causes  unsatisfactory  service 1006-1007 

LICENSE: 

revocable,  approval  of  commission  unnecessary 939 

UGHTINa  HOUBS: 

definition 601 

LINEMAK: 

experienced,  recommended 864-866 

LINES: 

aerial,  rules  governing 267-269 

built  by  subscribers 1052-1053, 1059 

construction : 

across  similar  lines  and  railways,  rules  governing. . . .       288-301 

certificates  required  before 470-472 
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extension : 

amount  for,  inclusion  in  working  capital 610, 674-676 

approval  of  commission : 

necessary  for 523-627 

withheld   767-776 

begun  prior  to  passage  of  law  approved 523-527 

border  territory,  into,  justified 1110-1114 

certificate  of  public  convenience  and  necessity : 

granted  competing  companies 277-283 

not  required  for 495, 992-993, 998-999, 1045-1050 

construction  across  rights  of  way  of  railway 31-32 

distance,  determined  by  utility 819-821, 823, 8*29 

guaranty  required  for. 1173 

occupied  territory: 

approved 460-461, 523-^27 

existing  company  1045-1050 

inadequate  service  corrected  instead  of 544-548 

jurisdiction  of  commission  over  second  utility 

incorporated  before  passage  of  law 948-953 

not  approved 63-70, 137-139, 470-475, 536, 538,544- 

553, 1124-1127, 1133-1140 
when  existing  utility  gives  adequate  service  1114-1117 

unwarranted 171, 175, 260-265, 520-523, 544-553 

ordered    1165-1168 

proceeds  of  sale  of  stock 1248, 1258-1259 

public  convenience  and  necessity  do  not  require. .  .130-139,171- 

176,520-523,536,543-548 

rate  increase  to  pay  cost , 1122 

regulation  governing  reports  of 554^57 

ric^hts  of  way  j^anted  by  commission 461-470 

stock  issue  for 34^35, 476-478, 563-570 

denied  until  company  secures  certificate  of  pub- 
lic convenience  and  necessity 955-958 

subscriber  obligated  to  take  service  for  specified  time      940-943 

unnecessary   433, 437 

unoccupied  territory   139, 171, 174, 1117-1121 

certificate  unnecessary 495 

division  between  competing  companies 277,281-283 

entrance  of  utility  approved 471, 476 

selection  of  one  of  two  companies  to  serve. . .  .537,539-542 
high  tension,  paralleling  grounded  telephone  wires  causes 

induction 1005-1007 
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individual  residence  rate  approved 53-54 

low  tension,  rules  governing 293 

number  subscribers  limited  on 843, 853, 857 

overhead,  construction,  rules  governing 267-269, 288-301 

overloaded : 

avoidance    1128 

disapproved   490, 493-494, 853 

inadequate  service  due  to 102-105 

parallel : 

disapproved   130-138, 471-475, 544^545 

physical  connection  ordered  to  prevent  building  of. .  1108-1109 
privately  owned : 

disadvantages 55-61 

switching  rates  for 78-85 

reconstruction  to  secure  adequate  service 797-799 

*  *  side  line  '  *  maintained 1066 

through  service,  for 1129 

toll: 

construction,  stock  issue,  approved 34-35 

local  service  not  perm'issible 1115-1117, 1124, 1126-1127 

rights  of  way  secured  for  construction 461-470 

valuation 971,  978 

transfer  of  messages  from  one  line  to  another  without 

switch    509 

transmission,  crossing  similar  lines,  rules  governing. . . .       288-301 
trunk: 

circuits  connected  for  toll  service 1141, 1145, 1148 

rates 1091-1092 

service  furnished  over,  instead  of  through  a  local 
exchange 1021-1023 

•*  LISTENING  IN  "   1131 

LOADS: 

factors,  considered  in  determining  rates 571, 578 

heavy,  light  and  normal,  definitions 601 

wires,  rules  governing 292, 296-297 

LOANS: 

authorized  between  subsidiary  companies 879-881 

LOSSES: 

capitalization  of,  not  allowed 906,  917 
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considered  in: 

rate  fixing 13, 15, 17 

valuation  of  property 225, 609, 633-635, 665 

early : 

allowance  for,  not  made 935 

do  not  make  property  more  valuable 885, 895 

rate  increase  to  cover 13, 15, 177, 187, 353-354 

MAGNETO  SYSTEM: 

conunon  battery   system  substituted  for,  rate   increase 

after 164r-171 

MAIMTENAKGE: 

charge,  contact  rental  as 502 

current,  estimated  for  consolidated  plant 448, 45S-454 

discontinuance  of  assessments  for 823-824, 830-831 

equipment,  separate  from  expenses  of  management 797-799 

provision  for 379-384, 1138 

rates  to  cover 439,446-446 

rental  basis  instead  of  assessments  for 814, 816-^18 

switches,  apportionment  of  expense 843, 853, 857 

underground  systems,  rules  governing 87-90 

MAKHOLES: 

rules  governing  construction  and  maintenance 87-90 

MAPS: 

filed  with  commission 283, 1132 

MESSAGES: 

additional,  extra  charge  for 1085, 1089-1090, 1095 

commissions  on 1072 

initial  time  limit 201 

local,  physical  connection  for,  not  compulsory 1041 

night,  additional  charge  for 859,861,864 

routing 1063-1065 

circuitous,  physical  connection  to  avoid 1099-1100 

conditions  precedent 843, 857 

over   foreign    lines   at   expense   of  flubscriber   dis- 
approved         797-798 

toll: 

over  farm  lines,  disapproved 113, 116 

prompt 1133 

switching: 

compulsory 814,816-818 

privacy  required 814, 816-818 

telegraph,  transmitted  by  telephone 721-725, 748 
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toll: 

number  increased  when  no  charge  is  made 1002 

routed  over  farm  lines,  disapproved 113, 116 

subscriber  liable  for  calls  originating  at  his  station.275-276, 782 

transfer  from  one  line  to  another  without  switch 509 

transmitted  by  submarine  cable,  rate  reduction 388 

MBTALUO  OntOUIT  SYSTEM: 

farm  line,  establishment  approved 61 

rates 780-781, 1007 

higher  than  grounded  line 1006, 1007 

increase  upon  installation 140, 161-152 

substituted  for  grounded  lines 303-304, 1005, 1128 

METERS: 

allowable  error,  rules  governing 601 

installation  cost,  at  expense  of  subscriber 720 

rates : 

fixed  by  commission 615, 714-715 

minimum,  prescribed  by  commission 706-714 

rentals 1176, 1235-1236 

eliminated 560 

water  rates 1154 

MILEAOE: 

computation,  method  of 193, 204-205 

cost,  proportion  home  by  subscribers  and  utility 193, 205 

wire  and  air  line 193, 203-205 

M<»irOPOLIES: 

protection  of 635 

regulated,  advantages 328 

MUNIOIPAL  GOBPOBATIONS: 

acquisition  of  property  from  another  municipality 869--871 

advantages  accruing  from  transfer  of  franchise 2,5-8 

agreement  between  utility  and: 

approved  by  commission 95-97, 263 

as  to  rates 506-508 

in  lieu  of  pole  rental  tax,  disapproved 740-747 

approval  commission  necessary  for  plant  construction ....  719 

benefits  of  rate  reduction  should  accrue  to 571, 577-578 

contractual  interest  in  franchises,  subject  to  joint  action 

of  state  and  utility 1025, 1027 

franchise  rates  referred  to  commission  for  adjustment ....  1082-1083 
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free  and  reduced  rate  sernee  to 507 

not  authorized 96^-967,  IOCS 

free  seniee  provided  for  by  contract  not  deemed  a  dis- 
crimination    220-227 

juriirdiction  limited  by  corporate  limits  of  city 760,7tk> 

purchase  of  property,  conditions  of  payment 869-871 

rates  fixed  by,  investigated  by  commission 760-767 

MUTUAL  GOMPAKIES: 

jurisdiction  of  commission  does  not  cover 362, 1058-1062 

physical  connection  to 157, 163 

reduced  rates  to  stockholders  of,  condemned 79,  S3 

serving  n on- members  for  hire,  become  telephone  corpora- 
tions    1050-1057 

"  MUTUAL  SYSTEM  " 1099 

NATIONAL  ELEGTRIG  LIGHT  ASSOCIATION: 

standards  for  overhead  line  construction  adopted 267-269 

NEWSPAPEBS: 

notice  of  sale  of  stock 571' 

obsolete  contracts  deemed  discriminatory 29-30 

NON-PAYMENT: 

additional  charge  approved 7vS2, 7S6-7S7 

refusal  of  seniee  forbidden,  with  exceptions 10 

ser>ice  discontinued 37, 144, 273, 559 

disapproved  when  deposit  adequate 228-230 

NON-SUBSGEIBEBS: 

extra  charge  for  sen-ice 141 

discontinued 140, 152 

listed  at  residence  of  subscriber,  charge  for 142 

NOTES: 

collateral  trust,  sale  at  price  fixed  by  commission 218-219 

issue : 

liabilities  considered 42-43 

refunding  demand  notes  approved 41-44 

reports  to  commission 271 

unauthorized,  replaced 270-271 

promissory : 

issue,  approved 270-271 

stock  issue  to  discharge 73-75 

taken   for  loan vS79-S81 

renewal,  issue,  authorized 270-271 

sale,  at  i-ar 41 

1292 


Digitized  by  LjOOQIC 


SUBJECT  INDEX. 
(C.  L.  31-34.) 

NOTICES:  page 

advance,  for  changes  of  numbers  on  party  lines 750 

change  of  rate  schedule 286-287, 794 

crossings 11(H 

discontinuance  of  service,  reasonable  time  must  be  given.  .228-230,273 

extension  of  lines  into  occupied  territory 1134, 1136, 1139 

rates  put  in  effect  on  less  than  statutory 927-928 

sale  of  stock  published  in  newspapers 570 

termination  of  contracts 789 

OBUOATIONS: 

contract  of  predecessor  in  title  to  furnish  free  service,  re- 
quired of  existing  utility 220-227 

disclaimer  of  public 930 

OBSOLESENGE: 

allowance  for   874-875,898, 1153 

not  made  800, 807 

OFFICES: 

central,  establishment,  value  of  service  not  increased  by. ..  791-793 

closing  of  telegraph,  disapproved 38-39 

foreign  central,  refusal  of  service  to  subscriber  desiring 

connection  with 91-94 

local,  installation  of  telephones  approved 35-36 

location  of  central  192, 196-197 

separate,  revenue  insufficient  to  maintain 722, 748 

suspension  of  order  to  re-open 749 

OMISSIONS: 

allowance  for   ' 1082, 1087 

ONTARIO  COMPANIES  ACT: 

compliance  required 875-878 

ORDERS: 

previous : 

affirmed 244-246 

modification,  denied 502 

suspension  of  previous,  opening  telegraph  office 749 

ORDINANCES: 

approval  withheld  when  territory  adequately  Ber\'ed 260-265 

exercise  of,  illegal  unless  approved  by  commission 263 

franchise  granted  by 2-5, 9 

approval  withheld  63-70 

improvements  required,  rate  increase  after 319-320 

obligations  upon  utility  to  give  free  sen-ice 220-227 
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rates  established  by: 

changed  by  commission 336, 339 

insufficient 246-248 

OVEBOHAEGEfi: 

investigation 736-737 

OVERHEAD  CHARGES: 

allowance  for 613,  980, 1082, 1087, 1251-1252 

14% 5SS 

protests  against  1154, 1157-1159 

12% 1151, 1153, 1179, 1182, 1185,1202 

considered  in ; 

rate  fixing 20 

valuation  of  property 253-254, 582, 5S6, 613 

depreciation  of 1252 

40.8%  of  sum  of  unit  costs 890,893 

PARTY  LINES : 

advance  notice  of  change  of  numbers  on 750 

eight-party,  unwarranted  801, 812 

installation,  reasonable  337, 342-344, 1016-1017 

rates.    See  Rates. 

senice,  company  not  liable  to* furnish,  unless  line  kept  full.  144 

regulation  disapproved 140, 151-152 

ten-party  substituted  for  twenty-party  lines 320-321 

PAY  STATIONS: 

free  service  from,  prohibited 100ft 

railway  stations,  in 1009 

PAYMENT: 

advance 1237 

approved 10,273,303-304,450,458,780,787 

condition  precedent  to  service 36-37, 102, 112 

discount  for.     See  Discounts. 

farm  line  switching  rates 37 

rate  reduction  for  farm  lines 140, 152 

prompt  : 

approved 379-384 

discount.    See  Discount, 
rentals,  only  condition  for  service 823-826,830-831 

PEAK  LOAD: 

provision  for 1130 

1294 


Digitized  by  LjOOQIC 


SUBJECT  INDEX. 
(C.  L.  31-34.) 

PENALTIES:  page 

closing  station  witirout  consent  of  commission 749 

closing  telegraph  office 38-39 

delayed  payment  of  bills 143, 152, 154-155, 164 

should  be  reduced 140, 151 

discrimination  in  rates 95^-961 

rate  reduction  for  stockholders 110-111 

PENSIONS: 

employees,  for  propriety  of  contributions  to,  questioned. .       972-973, 

984^986 
PEECENTAOE: 

income,  on  1093 

PETITIONS: 

rules  governing 300-301 

PHANTOM  CIRCUITS 1037 

PHYSICAL  CONNECTION: 

advantages 172,175,393,499,501 

compulsory 154,163,176-191,372-378,814,816-818,842-858, 

1032-1045, 1099-1102, 1108-1109 

constitutional  objections 402, 408 

denied  when  territory  adequately  served 86 

toll  service 389-414 

under  jurisdiction  of  commission 823, 826-828 

conditions  precedent  to 177, 190, 401, 408 

connecting  agreement,  for,  approved 1018-1020 

contracts,  not  within  jurisdiction  of  commission 499-501 

cost : 

considered  in  establishing 1032, 1038, 1041-1042 

establishing,  how  paid 372,  377, 1019 

installation,  apportionment 177, 191, 389,  391-392, 394,398, 

400,403,412,414,1142 

direct,  substituted  for  indirect 1032-1045 

discontinuance,  constitutes  inadequate  service 499,  501 

foreign  central  office,  with,  service  refused 91-94 

im practicable,  extension  of  lines  approved 1110-1114 

interpretation  of  statute 176, 179-180 

privately  owned  instruments,  with,  disapproved 55-61 

public  convenience  and  necessity: 

do  not  require 430-431 

require 177-191, 389, 391-392, 398, 400^01, 

407, 409-410, 413, 842, 849-852 
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temporary 136-137,1143,1148 

terms  left  to  companies 1033, 1043 

toU  Unes 130, 135-136, 1140-1149 

voluntary,  approved   730 

PIEGEMEAL  GONSTBUGTION: 

allowance  for ^ . .  55S 

"  PIN  SPAOE  "  RENTALS: 

not  determined  by  commission 736-73" 

PLANT: 

additional  construction,  certificate  unnecessary  for 321-32-') 

closed  pending"  installation  of  new  equipment 758-759 

consolidated,  cost  of,  estimated 448,453 

construction,  approval  commission  necessary 719 

cost,  considered  in  rate  increase 834^836,840 

efficiency,  considered  in  valuation 686 

entire,  value  considered  in  determining  reasonable  charge 

for  installation  of  instruments 55-61 

privately  owned,  refusal  of  ser\4ce  to  consumer  receiving 

current  from 231-243 

POLES: 

clearances,  rules  governing 290, 2iH 

distribution,  constitutes  process  of  construction 523-527 

location,  rules  governing 290, 293 

POUOE  PO¥nSB: 

distinct  from  condemnation  proceedings 930 

due  process  of  law 930 

PONY  FARMERS'  UNE: 

flat  rates  approved 193, 199, 205-215 

PRIVATE  OARRIERS: 

test  of 932 

PRIVATE  PROPERTY:. 

condemnation 930, 932 

distinction  between  value  of  utility  property  and 581, 5W 

obligation   of  public   utility  toward 23^243 

right  of  way  over,  granted  by  commission 461-470 

useful  to  public 930-931 

PRIVQiEOES: 

physical  connection,  additional  rate  for 177, 187-lSS 
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evidence  and  pleadings,  technical  rules  not  obsen^ed  before 
commission 929 

PROFITS: 

allowance  for  558 

contractor,  considered  in  rate  fixing 804 

PROMOTION: 

expenses 1213 

PROPERTY: 

•  acquisition : 

anticipation  of  future  needs,  inclusion  in  valuation.  .610,  669-670 

approved 11-12, 427-429 

by  municipality,  conditions  of  payment 869-871 

capital  stock  issue 768-769 

adaptability 970 

allocation,  used  and  useful  to  two  companies 935 

due  process  of  laifr  necessary  for  securing 929 

duplication,  allowance  for,  not  made 800, 807 

examined  in  rate  fixing 248-253, 341-342 

fraudulent  transfer,  disallowed  by  commission 934 

not  useful  to  public,  allowance  for 800, 807-808 

physical,  regulations  governing  reports  of  improvements.       554-557 
sale: 

approved 11-12,427-429 

difference  between  purchase  price  and  realized  assets 

excluded  from  valuation 971,  978 

price: 

not  binding  for  rate  fixing 9 

not  used  for  capitalization  or  rate  fixing 582, 596 

subject  to  approval  of  municipal  corporation 5 

to  municipality 869-871 

segregation,  not  used  in  public  service 484, 486 

tangible : 

considered  in  rate  fixing 905, 913 

fair  value  of 246, 249^253 

value  including  weighting  percentage 10S2 

transfer,  for  "  public  good  " 1249, 1256 

unused,  not  included  in  valuation 610, 669-671 

used  and  useful  to  the  public 970, 981 

See  also  Valuation  of  Property. 
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additional  ezehange  not  required  by J4d-oo.^ 

eertifieat€S : 

denied    5l4-5ia  767,  TTfi 

when  territory  is  adequately  aerved.26O-2a5,110O,1124r-lL27 
extension  of  lines,  for: 

not  granted llffO 

not  required 99^-999. 1M5-I4I54) 

when  physical  connection  is  not  practical 1110-1114 

granted   for  new   construction 2T7-2S3y  SSl^M 

mutual  companies  not  obligated  to  obtain 106f^l9l)2 

obtained  before  construction 422-126, 47IK-472;719 

required 358-365,  .S7d»  S7S 

by  public  utilities  before  operating 35&-3i>5 

establishment  of  local  service 1115-1117 

local  service  when  ccHnpany  does  only  toll  busi- 
ness in  town 1115-1117, 1134-1127 

mutual  company  ser^-ing  non-memberB 1051, 1036-11)57 

to  exercise  rights  granted  by  francfaise 2-9, 951 

stock  issue  denied,  pending  securing  of 955-95> 

unnecessary : 

for  installation  of  switchboard 321-325, 9^9-99:^ 

in  unoccupied  territory 4^ 

considered  in  appro^'ing  franchises 63-7'» 

construction  of  conduits  required  by 939-94<> 

extension  of  lines : 

req  ui red  by 523-527, 1 1  IS,  1 13) 

not  rw|uired  by 130-139, 171-176, 520-523, 536, 543-.>4> 

physical  connection: 

not  recjuired  by.  ...  - 430-431 

required  by  ...  .177-191, 389, 391-392,  398, 400-401, 407, 409-tlO 

413, 730, 842, 849-852, 1019, 1032, 1W0-1(M4 

test  of 931-932 

PUBLIO  UTILITIES: 

contracts  between  municipality  and,  not  valid  unless  ap- 
proved by  commission 263 

inclusion  of  term 322,325,601 

not   required    to   furnish   break   down   service   for   com- 
petitor   232,234-239,241 

obligations  of 930-932 

reg-ulations  governing  reports  of  improvements 554-557 

requirements  of,  decided  by  commission 358, 360, 364 

selection  of  one  of  two,  to  serve  unoccupied  territory. .  .537,539-542 

test  of 932 
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determined  by  zone  system 91-94 

extent  and  shape  fixed  by  commission 192, 195-198 

fixed  by  utility 102,  111 

rates  for  station  within,  connected  with  farm  line. . . '. 725-728 

RAILWAYS: 

closing  of  local  telegraph  office  disapproved 38-39 

common  carriers  and  public  highways 930 

extension  of  lines  across  rights  of  way  of 31-32 

industrial,  rights  of  public 1 .  930 

lines  across,  rules  governing 288-301 

obligations  to  public 930-932 

special  rates  for  transporting  telegraph  outfit 927-928 

stations : 

free  service  discontinued 504 

pay  station  in 1009 

BATE  OF  RETURN: 

allowance  for  600-693,  696-698 

not  made  417,421, 785 

basis 1156,1158 

combined    profits    of   inter-related    companies   pooled   to 

meet  requirements 1242, 1244-1247 

computation,  market  value  of  stock  basis  for 570, 575, 1156, 1158 

considered  in  rate  fixing 13, 15, 19, 21-24, 194, 208, 885, 897 

increase  .  . 164, 168-169 

switching 154, 160, 162 

toll 528,533 

8%  allowance  1153, 1158 

8.787c  reasonable 24 

fair 672,1189,1199,1222-1223 

determined  by  commission 613, 698 

no  allowance  for  going  concern  when  company  pajrs. .  1252-1253 
rates  insufficient  to  cover,  increase  approved.  .12, 140-152, 165, 

169,246,248,1122 

5%  less  than,  confiscatory 906, 922, 925 

income  sufficient  for,  rate  reduction  approved 571, 576, 579 

minimum,  fixed  by  commission 698 

not  based  on  value  of  donated  property 1154 

1.4%  inadequate 496, 498 

property  not  used  or  useful  to  public  not  considered  in 
allowing 936 

1209 


Digitized  by  LjOOQIC 


SUBJECT  INDEX. 
(C.  L.  31-34.) 

RATE  OF  BETT7RN  —  Continued:  pagi 

rates: 

increase   to   cover 336,343,366-368,380-384,860 

insufficient  to  provide  for,  increase  approved 496-490 

sufficient  to  cover 615, 714r-716 

7%: 

allowance   for 119, 124-126, 148, 448, 453-464, 836, 838,  ^1 

not  unreasonable   973, 986 

on  fair  present  value 936 

safe 1015 

6%: 

allowance 1123 

fair   22,  613, 697-^598, 1171, 1191 

reasonable   906, 922 

6.44%   1062,1089 

6%%  upon  reproduction  cost,  new 1017 

6%%  fair,  rate  reduction  disapproved 906, 926 

10%: 

on  invested  capital 898 

on  present  value 559 

BATES: 

additional : 

connection  with  competing  companies 402, 412 

desk  telephones,  approved 437-438 

directory  listings,  approved 142, 284, 368-369 

disapproved 98-101 

excess  time  beyond  initial  period. 331-332 

extension  sets,  approved 102, 109, 114-115, 117 

extension  telephones  approved 366-368 

night  messages  859, 861, 864 

physical  connection,  for 177, 187-188 

preserve  status  quo 177, 187 

two  parties  using  one  telephone,  disapproved 276 

adjustment,  at  request  of  company 310-313 

agreement  between  city  and  telephone  company  approved 

by  commission   95-97 

air  line  basis 51(«14, 1071, 1141, 1148 

authority  of  commission  necessary  to  increase 358-365 

base,  mileage  charge  added  to 791-792, 1076-1077, 1079-1081 

base  rate  area,  beyond 479-482, 791-794 

business    974,987,1000,1012,1018,1076-1077, 

1083,1085,1089-1092 
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BATES  —  Continued :  page 

business  —  continued ; 

and  residence,  combination,  a  discrimination.  ...314-316,368-369 

754r-757,1010 

changes  approved  by  commission 12, 14, 23-27, 37, 44-46 

charged  when  telephone  is  installed  in  a  residence  but 

used  for  business  purposes 1010 

discontinued    1020-1021 

discrimination  eliminated 274-275 

farm  line  service  approved 49 

higher  than  residence 1009 

increase  approved  366-368, 858 

obsolete  contracts  deemed  discriminatory 29-30 

buzzers 1091-1092 

changes : 

approved   47-48, 302-303,  315-316 

at  request  of  company 310-313 

disapproved  when  service  inadequate 328-330 

discrimination  eliminated 305, 731-735 

filed  on  less  than  statutory  notice  approved 284-286 

lower  for  stockholders  than  non-stockholders 871-872 

reduction  of  toll  rates 331-332 

to  conform  with  law 1011 

upon  consolidation 306-307, 447-459 

charitable  institutions  143-144, 1031 

classification    244-246, 1016-1017 

reasonable   1009 

combination,  to  several  subscribers  deemed  a  discrimination  345 

commissions  1072 

routing  of  messages 1063-1065 

comparison  of  pony  farmers'  line  and  farm  line 207 

concessions : 

abolished    354-356, 368-369 

subscribers  owning  equipment,  disapproved. ..  .354-356,859, 861 

confiscatory  920-921 

connecting  1012 

contracts : 

between  city  and  telephone  company  approved  by  com- 
mission   95-97 

changed  by  commission 155, 163 

discrimination  disapproved .194, 215-217 

individual,  changed  to  conform  with  schedules 1010 
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BATES  -—  Continued :  page 

contracts  —  continued : 

must  be  included  in  sehedules  filed 77-79, 83-85 

no  other  electric  service  shall  be  used  over  equipment 

of  utility  under 231,234-236,242 

termination  when  rates  less  than  scheduled 788-789 

depreciated  value  plus  depreciation  leserve  as  basis  for 
fixing  611, 677-68i 

desk  telephones    33, 437-438, 973, 986, 1091-1092 

determined  by  load  factors 571, 578 

directory  entries,  fee  for 1115 

discriminatory.     See  Discrimination. 

double  charge  95^961 

duplex  lines 974 

excessive : 

compared  with  value  of  property  and  service 55-61 

complaints  against    1172—1174 

investigation    760-764 

mileage,  reduction   1074-1061 

not  sufficient  reason  for  entrance  of  second  company 
into  occupied  field 1138 

exchange  service 1073 

increase  approved  53 

new  schedule  approved 47-48 

existing : 

approved    794r-796, 821-822 

considered  in  changing 450 

discrimination  eliminated 1 

earning  power,  excessive 583, 587 

excessive,  reduction,  approved 510-514 

inadequate   124-127 

increase,   approved 12-28, 139-152, 351, 354, 514-519 

insufficient  to  cover  operating  expenses,  increase  ap- 
proved     302-303, 336-344 

investigation  as  to  return  upon  investment 62? 

reasonable   490-494,90^-926 

extension : 

bells    1091-1092 

telephones    55-62, 317-318, 973, 986, 1085, 1069-1092, 1096 

extra  directory  listing 284 

farm  lines 1000, 1012, 1018, 1052-1054, 1056, 1074, 

1076-1077, 1079-1080, 1137-1138 
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BATES  —  Continued :  Piei 

farm  lines  —  continued: 

beyond  initial  rate  area 763 

business,  approved '    49 

changes,  approved    315-316 

existing,  reasonable    490-494 

fixed  by  commission 151 

increase : 

after  betterments    303-304 

approved   330-331 

denied   1000-1001, 1004 

message  and  flat  discontinued  upon 165-168, 170 

multi-party  lines 873-875 

disapproved   479-482 

service  discontinued  following 996 

ten-party  substituted  for  twenty-party 320-321 

reduction : 

at  request  of  company  approved 302-303 

for  payment  in  advance 140, 152 

special,  approved 193, 205-215 

station  within  exchange  radius  connected  with 725-728 

switching  service 1052-1054,1056 

connected  with  more  than  one  exchange.  . .  .514-515, 517-519 

discrimination,  complaint  dismissed 433-437 

fixed  by  commission 101, 107-109, 114, 116-117,  736-740 

increase  approved  52, 351-356,  514-519 

payment  in  advance 37 

ten-party,  approved 781-782 

fixed  by: 

commission  970-987 

petition  asking  for 994, 997 

franchise.     See  Franchises. 

municipality,  investigation  by  commission 760-767 

ordinance 246-248 

changed  by  commission 336, 339 

flat  1096 

and  metered 720 

business,  obsolete  contracts  deemed  discriminatory. . . .  29-30 

exchanges  classified  to  determine 193, 195, 198-203 

extension  telephones  approved 56-62 

farm  line  switching  service  disapproved 101, 113-114 

message  or,  optional  with  subscriber 163 
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BATES  —  Continued :  page 

increase  —  continued : 

four-party  line  service,  disapproved 740-747 

installation  common  battery  system 164-171, 505-506 

investigation  by  commission 800-812 

multi-party  farm  lines 479-482, 873-875 

prescribed  by  commission 118-129 

proposed  970-987, 1261 

required  by  increase  in  wages 496, 811 

service  cost  considered  before 720 

substitution  of  ten-party  for  twenty-party  lines 320-321 

switching  service   ." 52, 1052-1054, 1059-1066 

farm  lines,  approved 514-519 

upon  consolidation 306-307, 447-459 

when  unremunerative   1011-1018, 1121-1123 

insuflBcient  to  earn  fair  return 246-248 

interchange  of  service 867-868, 1123 

reasonable,  approved  by  commission 432-433 

intercommunicating  system   1091-1092 

investigation        101-117, 192-217, 608-716, 814-818 

jacks    1091-1092 

joint : 

apportionment 528-535, 1141-1142, 1145-1146, 1148-1149 

established  by  commission 392,394,398-400,403,408,414, 

510-514, 1041, 1043-1044 

filed  with  conmiission 76, 1106-1107 

publication  1044 

keys  1091-1092 

legal,  lowest  schedule  of  rates  published 736, 739 

losses  considered  in  fixing 885, 895 

maximum : 

fixed  by  franchise,  unremunerative 1082-1083 

reduction,  approved 570-579 

measured  service,  for 1095-1096 

message : 

additional  1085, 1089-1090, 1095 

disapproved  for  farm  lines  connected  with  exchange 

on  switching  basis 116 

fixed  by  commission 155, 163-164 

switching  service 154-156, 162-163 

metallic  circuit  system 780-781, 1005, 1007 

metered,  after  transfer  of  property ' 1154 
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BATES  —  Continued :  pigi 

mileage 1074-1081 

additional  to  flat  rate 193,19^203 

excessive,  reduced 1074-1081 

minimum  charge 1161, 1231,1262 

insuflScient  to  cover  expenses 248 

interchange  of  service 155,161 

meter  charges  fixed  by  commission 614, 700-714 

prescribed  by  commission 932-933 

toll  service 1069, 1071 

net,  maximum  973, 986-987 

operating  expenses  and  revenues  considered  in  determin- 
ing        740, 745 

''  other  line  '' 1068-1070 

paid  on  public  gifts  and  unearned  increment 1153 

party  lines. . . . 317-318, 490-494, 974, 987, 1000, 1076-1077, 1083-1085, 

1089-1092,1121,1123 

increase  disapproved * 479-482, 740-747 

multi-party 194, 205-215, 791-7W 

increase  for 320-321,873-875 

per  mileage   1075, 1079-1080 

same  as  individual  line,  not  approved 819-820 

ten-party  service 781-782,1067 

payment  in  advance 10, 1237 

"  pony  farmers  "  line  approved 192, 199, 205-215 

prescribed  by  commission,  estimated  revenue  under.  118-119, 125-126 

private  branch  exchanges 1091-1092, 1096 

proliibitive,  restrain  service 1146 

push  buttons 1091-1092 

reasonable : 

approved 503-504 

determined  by  commission 558-560 

discrimination  removed  by 1 

factors  considered  in  fixing 337, 339-342 

investigation  to  determine 608, 616 

prescribed 12-28, 1151-1153 

second  utility  not  required 470-475 

suspension  of  schedule  during  investigation 417-422 

reduction : 

approved 608-716 

to  eliminate  discrimination 732-734, 932-933 
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RATES  —  Continued :  pjloe 

reduction  —  continued : 

at  request  of  company,  approved 302-303 

Board  of  Trade,  to,  disapproved 966 

' '  charitable  purposes,"  for,  limitation  of  term 1030-1031 

clei^gymen  to 963-065,1169 

counties 1265 

not  authorized 968 

disapproved   905-926, 1008 

earnings  under 698-699 

electric  service,  approved 570-579 

excessive  mileage  charges 1074-1081 

extension  service 56-62 

filed  on  less  than  statutory  notice  approved 284-286 

gas  companies 1242-1247 

in  specified  classes  of  eases : 961-969 

increased  business  due  to 614, 714 

instead  of  increasing  capitalization 587 

joint  toll  rates  approved 510-514 

messages  transmitted  by  submarine  cables 388 

municipality,  to,  approved 507 

operating  charges  considered 573, 578 

representatives  of  exposition  commission 415-416 

schools 1031 

stockholders : 

deemed  a  discriBunation 101-103, 110-111, 115 

of  mutual  company,  eondemned 79, 83 

subscribers  furnishing  equipment,  discrimination. . . .      417, 420 
toll 44^46,1067 

service  at  request  of  company,  approved 50 

townships  and  counties  to 1265 

transfer  of  property,  following • 1257 

removal  of  instruments 1010-1011 

residence.  .974, 987, 1000, 1012, 1018, 1076-1077, 1083, 1085, 1089-1092 
and  business,  combination   a   discrimination   elimi- 
nated         314-316 

armories  at 143 

business  higher  than 1009 

changes  approved  by  commission 12, 14, 23-27, 37, 44-46 

charitable  institutions  at 143-144 

churches 143 

discrimination  eliminated 274-275 

established  and  approved 53-54 

1307 


Digitized  by  LjOOQIC 


SUBJECT  IND£X. 
(C,  L.  31-34.) 

BATES  —  Continued :  page 
residence  —  continued : 

fraternal  organizations  at 143 

increase  approved 336-344 

libraries  at 143 

schools  at 143 

study  of  pastor  in  church  listed  at 71-72 

schedules : 

adjustment   12-28, 44rA6, 859-864 

amended : 

approved 33, 36-37 

to  conform  with  practice  of  company 286 

arranged  upon  sliding  scale 933 

changes : 

prohibited  except  on  statutory  notice 1103 

when  advisable  1078-1079 

contracts  terminated  when  rates  less  than 788-789 

definition 739 

discrepancies 1171, 1233-1234 

discrimination  eliminated 366-368 

established  instead  of  assessments 814, 816-818 

filed: 

and  posted  on  less  than  statutory  notice 284-287 

with  commission ...  34, 37, 75-78, 104, 117, 333, 386, 515, 518- 

519, 814-815, 817-818, 831, 875, 877, 928, 1106-1107 

indefinite,  classification  determined  by  commission . .  245 

new,  approved 47-48 

prescribed  by  commission 76, 16&-171, 448, 458-459, 800-812, 

1262-1263 

revised : 

filed  for  exchange  service 1 

secure  advance  payment 10 

rules  and  regulations  included 75-78 

suspension  of  proposed " 417-422 

short  term: 

contracts 143 

higher  than  regular 1010 

similar : 

for  similar  service 193-194, 198-199,217 

to  those  of  other  localities 95-96 
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RATES  —  Continued :  page 

special : 

on  farm  lines,  only  between  subscribers,  approved . .  193, 205-215 

to  post-offices  discontinued 345 

to  stockholders,  deemed  discrimination 345-350 

transporting  telegraph  outfit  approved 927-928 

standard : 

changes  in,  when  advisable 1078-1079 

instead  of  free  service 751-754 

station  within  exchange  radius  connected  with  farm  line.       725-728 

sufficient  to  cover  expenses 825 

depreciation  and  return 615, 714-716 

increase  approved 124-127 

switchboards 1091-1092 

switching.     See  Switching  Service. 

toU 1054-1055, 1073 

additional  charge 1141-1142 

to  flat  rate  fixed  by  commission 213 

adjusted  by  commission 385-386 

apportionment  163, 1141-1142, 1145-1146 

between  three  local  areas  when  one  area  exists,  dis- 
approved         794-796 

division  of  interline 1063-1065 

double  for  telegraph  service,  reduction  when  trans- 
mitted by  telephone 721, 724 

estabUshed 1001, 1004 

graduated,  instead  of  uniform 1141, 1148 

instead  of  free  service 448-449, 455-456, 528-536, 751-754 

interchange  of  service 867-868 

itemized  bills 164 

joint,  established  by  commission 510-514 

local : 

fixed  for  messages  between  exchanges 203, 205 

service  without • 791-794 

minimum  charge  1069, 1071 

physical  connection 187 

reasonable 490-494, 1133 

reduction 44-46,1067 

approved,  at  request  of  company 50 

mileage  charges 1075-1081 

revision  1069,1071-1072 
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RATES  —  Continued :  paqs 

toll  —  continued : 
onifonn: 

and  schedule  filed 7d-80,84^-86 

for  interchange  of  fiervioe 155, 164 

top  1151 

trunk  lines  1091-1092 

two  parties  using  one  telephone 276 

uniform : 

for  all  subscribers 31, 368, 370-371, 823-825, 864r-865 

for  stockholders  and  non-stockholders. .  .101-103, 110, 115, 153- 

154,378-384 

unlimited  service 843, 855-857 

unreasonable :  • 

determined  by  commission 910-926 

investigation 885-904 

reduction  approved  by  commission 932-933 

valuation  establishing,  fixed  by  commission 717 

wholesale,  refused  to  consumer  receiving  current  from 

private  plant  231, 234 

zones 1070 

toll  charges  for 1141, 1148 

JUBAJ.  ESTATE: 

value  estimate  of  owneis  used 558 

REBATES: 

periods  of  su^)ension,  for, 1096 

RECEIPTS.    See  Revenue. 

RECONNECTION  CHARGE: 

approved 273, 559 

RECONSTRUCTION: 

cost,  met  by  new  capital  instead  of  income 563-564, 567 

ordered  to  secure  adequate  service 797-799 

rate  increase  or  assessment  to  provide  for 438-439, 445 

RECORDS: 

complaints  of  service 1132 

destruction,  regulations  for 988-989, 1150, 1265 

meters,  rules  governing 604 

station  rules  governing 605 

REFUNDING  OF  OBLIGATIONS.     See  Stock :  capital :  issue. 

REFUNDS: 

rules  governing 604 
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RBOULATIONS:  paob 

compliance,  condition  precedent  to  service 102, 112 

oroasings,  few 286-301, 1104-1105 

governing: 

attachments  of  foreign  appliances  by  patrons 813 

underground  systems 87-90 

government 1161-1163 

added  conditions  after  company  begins  business 1153 

included  in  rate  schedules 75-78, 83-85 

installation   portable   desk   set   cords,  modification   ap- 
proved    40 

publication  in  directories 1131 

revision  13^140, 151-152 

uniform,  overiiead  line  construction 267-269 

REHEARING8: 

denied : 1151, 1154-1164, 1260 

previous  order  rescinded 717 

refused  when  grounds  insufficient 683-599 

BENEWALS: 

reserve  fund  for 485-486 

BENTALS: 

assessment  of  stockholders  instead  of,  illegal 370-371 

basis  for  service  instead  of  assessments.  .814,816-818,824-826,830- 

831 

instruments,  approved 354-366 

meters,  eliminated 560 

must  be  filed 76 

pajrment : 

in  advance  approved 10 

only  condition  for  service 823-826, 830-831 

reasonable,  paid  subscribers  owning  equipment. 859, 861, 864 

service  discontinued  for  non-payment 273 

telephone  sets,  legal  rate  determined  by  commission 736-740 

EEOBGANIZATION: 

plan,  refusal  to  approve. 767-776 

REPAIRS: 

cost  1221-1222 

made  by  utility 859, 861, 864 

neglected,  inadequate  service  due  to 308-309 

paid  for  by  subscriber 1053 

rates  inadequate  for 379, 381, 839 
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BEPAIBS  —  Continued :  page 

required : 

before  rate  increase 118-129, 328-330 

for  adequate  service 344,  797-799 

supply  of  parts  for 1130 

temporary 1129 

REPORTS: 

annual : 

filed  with  conimission 515, 518-519 

required 380, 384 

cost  of  construction 277, 283 

division  of  territory 283 

electric  utilities,  rules  governing 607 

expenses  and  revenues  filed  with  commission 873-874 

extensions  and  improvement  in  property  of  common  car- 
riers, rules  governing 554-557 

issue  and  sale  of  stock  to  commission 75, 447, 478, 489 

monthly  list  of  subscribers  paying  more  than  effective 

rates,  discontinued 987 

note  issue 271 

service  of  pony  farmers'  lines 215 

uniform   system   for  reporting   investment   in   physical 

property    554-^7 

RETURN  UPON  INVESTMENT.    See  Rate  of  Return. 

REVENUES: 

comparison  of: 

existing  and  proposed 343 

pony  farmers'  line  rate  and  farm  line  rate 207 

considered  in: 

fixing  rates 337, 339, 341, 614 

increase 140, 149-150 

investigation 417, 421 

validation  and  issue  of  stock 442-444 

consolidated  plants  estimated 448, 453-454 

division  of 432-433 

estimated : 

on  basis  of  number  of  subscribers 149-160 

under  prescribed  rates 118-119, 125-126, 862 

extensions  paid  for  out  of 612, 681-683 

1312 


Digitized  by  LjOOQIC 


SUBJECT  INDEX. 
(C.  L.  31-34.) 

REVHMUES  —  Continued :  page 

gross: 

4y2%,  contracts,  disapproved 972, 983-984 

transfer  of  franchise  does  not  provide  payment  of 

percentage  of 4 

2%  received  by  municipal  corporation  from  telephone 

company  upon  transfer  of  franchise 6 

increase,  adjustment  of  rates 41-46 

insufficient : 

separate  office  not  maintained 722, 748 

to  cover  expenses,  rate  increase  approved 308-310,317-318, 

336-344, 351-354, 380-384, 496-499, 838-842 

under  existing  rates  139-152, 782-787, 859-866 

interchange  of  service,  from 155, 162-164 

joint,  division  of 628-535 

non-operating,  considered  in  fixing  rates 1191, 1225-1226 

operating : 

considered  in  fixing  rates.  .13,15,21-23,608,618,785,800,810, 
910,  972,  982, 1013, 1016, 1082, 1084, 1087, 1089, 1093-1094, 

1122, 1191, 1229-1234, 1262 

increase 168-170,497,740,745,865 

by  minimum  meter  charge 714 

new  business  expenses  paid  out  of 609, 637 

rate  increase  to  cover 834-837 

reduction  of  37%,  justifiable 933 

tables 901, 1014-1015, 1017, 1091-1092, 1226 

toll  1093-1094 

considered  in  determining: 

rates 12, 14-18, 21-22 

value  of  physical  connection 183 

division  of  interline 163, 372, 376-378, 385-386, 843, 853-857, 

867-868, 1063-1065, 1141-1142, 1145, 1148 
under  rate  reduction 698-699 

RIGHTS  OP  WAY: 

capitalization  of,  disapproved 767-776 

cost  of  securing 461-462,464-465,467-469 

over  private  property  granted  by  commission 461-470 

railway,  extension  of  lines  across 31-32 

BISK: 

considered  in  rate  fixing 906, 925-926 

extension  of  lines  involving 1165-1168 

RULES.     See  Regulations. 
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BUKAL  LINES.    See  Farm  Lines.  tm 

SALABIES: 

commissions  retained  as  part  compensation  for 1&-17,19 

considered  in  rate  fixing 15-17, 19,22 

manager,  allowance  for 379,381 

not  made 18 

operators : 

apportionment  fixed  by  study  of  switching  service.  .154,157-160 
sufficient  to  insure  adequate  service 843,85^-854,857 

SAI^  OF  PROPEBTT.    See  Property. 

SALVAGE: 

allowance 1153 

8AVIN0: 

economical  source  of  supply,  from,  shared  by  utility  with 
public 1262 

SCHEDULES.    See  Rates. 

SECUEITIESr 

collateral,  repledging,  approved 270-271 

considered  in  rate  fixing 608 

investment,  not  entitled  to  earn  return 612,690 

issue,  relation  to  valuation  of  property 5^598-599 

market  value,  not  considered  in  valuation 612, 6W-695 

SEBVIOE: 

additional : 

extra  charge  for 192 

rate  for  extensions 56-62 

adequate : 

betterments  required  for 328-330,797-799 

competition  disapproved 130, 133-134 

considered  in  rate  fixing 906, 925-926 

contracts  with  auxiliary  companies  to  secure 936 

demanded  by  subscribers 105 

existing  rates  insufficient  for,  increase  approved 140-152 

extension  of  lines: 

second  utility  allowed 948-953 

unnecessary 138, 175,520^ 

investigation  unnecessary 608^  616 

number  of  sub-stations  limited 214 

physical  connection  necessary  for #1,4^7 
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adequate  —  continued : 
required  r 

at  reasonable  rates 91, 93 

by  commission 361-365 

by  competing  companies 328 

second  company  not  permitted  to  enter  occupied 

field  when  existing  company  furnishes 1114-1117, 112i 

secured  through  transfer  of  franchise 427-429 

separate  office  unnecessary 721-726, 748 

standards 1127 

auxiliary: 

obligation  to  furnish,  construction  of  law 232, 236, 239-240 

rates  for 248 

refused  to  consumer  receiving  current  from  private 
plant 231-243 

breakdown : 

contracts  with  auxiliary  companies  to  secure 936 

modification  of  contract 935-934 

rates  for 248 

utility  not  required  to  furnish  competitor  with .  232, 234-239, 241 

calls,  time  for  answering 1130 

character  of,  considered  in  fixing  rates 337, 339-342 

charge,  required  when  contract  unsigned 904 

complaints : 

record  kept 1132 

rules  governing 607 

conditions  precedent  to  securing 36-37, 102, 112 

included  in  rate  schedules 75-79, 83-85 

connections,  expense  borne  by  utility 560 

continuous : 

flat  and  metered  rate 720 

or  limited 198-201 

rate  increase  to  lines  furnishing 874 

required   119 

should  be  required 957 

contracts : 

must  be  included  in  schedules  filed 77-79, 83-85 

no  other  electric  service  shall  be  used  over  equipment 

of  utility  under 231, 234-236, 242 

termination  when  rates  less  than  scheduled 788-789 

cost: 

additional   charge  for,   physioal  connection  must  be 

reasonable    177, 187-188 
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SERVICE  —  Continued :  page 

cost  —  continued : 

basis  for  rates 1077,1171,1219,1227-1230 

conducted  at  loss 479, 481 

considered  in  rate  fixing 12, 19-20, 194, 208-210, 343, 528, 

533-.535,1151,llK 

new  business  included 638 

peculiar  to  street  lighting 571, 578 

per  station 1014,1122 

per  subscriber 1122 

rates  insuflBcient  to  cover 248, 834-837 

subscriber  reimbursed  when  service  refused 78-80,83,85 

switching,  considered  in  fixing  rates 154, 157 

county,  rates  for  residence  lines  giving 1012, 1018 

day,  exchange  furnishing,  closed 1021-1023 

demand,  capitalized,  unwarranted 636-637 

demanded,  must  be  supplied  when  no  other  source 232,241 

deposit  as  condition  precedent  to,  disapproved 12, 25,28 

deteriorated  by  establishment  of  eight-party  lines 801,812 

discontinued : 

by  subscribers  when  rates  are  raised 996, 1052-1054, 1059 

competing  company  operating  without  certificate 358-365 

franchise  forfeited    326 

non-payment    37, 144 

approved    273,559 

disapproved  when  deposit  adequate 228-230 

on  line  built  without  authority 1133-1140 

pending  installation  of  new  equipment 758-759 

rules  disregarded  102, 112 

until  certificate  obtained 423-425 

discriminatory.     See  Discrimination, 
exchanges : 

approval  of  rates 47-4S 

increase    44-16 

classification,  how  made  193, 195-196, 198-203 

revised  rates  filed 1 

extended  time,  rate  increase  approved 351-354 

extension,   distinguished   from   auxiliary 56, 61 

farm  lines: 

extended  indefinitely  causing  overloaded  lines 102-105 

number  of  stations  reduced 491, 493 

switching,  flat  rates  disapproved 101, 113-114 
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flat  rate  business,  obsolete  contracts  deemed  unlawful 29-30 

four-party,  rate  increase  disapproved 740-747 

free: 

approved  in  developing  business 528, 534 

attorneys,  to 963, 1264 

Board  of  Trade,  to,  disapproved 966 

"  charitable  purposes  ",  for,  limitation  of  term 1030-1031 

clergymen,  to  963-965, 1169 

counties    1265 

not  authorized 968 

discontinued    302, 1068, 1072 

exchanges 1000-1004 

hotels  and  railway  stations 504 

standard  rates  instead  of 751-754 

toU  charges  instead  of 448-449, 455-456, 528-536, 1003 

doctors 1264 

emergencies,  approved   51 

employees,  to  963-964, 1009 

government  stations,  to 1069, 1072 

harvest  hands  secured  for  farmers,  commercial  clubs. .  387 

interchange  between  companies 963-964, 967, 1136, 1150 

approved  427-429 

discontinued    1073 

investigation   760-764 

linemen    515,519 

municipalities    6, 220-227, 507, 1265 

not  authorized    966-967 

night 151 

officials  of  companies  in  adjacent  foreign  countries. .  1265 

persons  designated  by  municipality,  unlawful.......  965 

physicians   1264 

prohibited    1008 

railways,  continued  when  contracts  made  prior  to  pas- 
sage of  law 776-778 

representative  of  exposition  commission 415-416 

specified  classes  of  cases 961-969 

station  agents,  to 1265 

townships    1265 

transfer  of  franchise  does  not  provide 4 

See  also  Discrimination. 
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hours  far: 

increase  in 12, 19, 27 

reduction   denied    801, 812 

inadequate : 

'betterments : 

and  rate  increase  to  improve 118-129 

required 333-336, 490, 493 

complaints   1068^  1070, 1072, 1115 

not  founded .' 736-738 

corrected  instead  of  entrance  of  second  utility 544^548 

due  to: 

grounded  lines  1006-1007 

insufficient  revenues 308-310, 83S 

overloaded  lines 102-105 

poor  equipment  797-798 

investigated  and  remedied  by  commission 130-137 

metallic  substituted  for  grounded  cireoits 68^  1005-1007 

rate  increase,  disapproved 328-330 

interchange  between  companies: 

compulsory    154,163,372-378,38^-414,842-858 

denied  when  territory  adequately  served S6 

contract  approved  867-868 

messenger    377 

physical  connection  required  for 177-191 

rates  432-433, 1123 

revenues  from 155, 162-164 

interruptions  and  irregularities 1131-1132 

investigation    128-129, 1261-1263 

lighting  and  power,  provisions  f  (ht 1130 

limited  by  existing  rates 13 

local : 

certificate  of  public  convenience  and  necessity  required 

for  1115-1117 

requirements  of  utility 203-204 

toll  lines,  from,  not  permissible 1124, 1126 

measured: 

approved   20S 

rates    1095-1096 

substituted  for  flat  rate 1068^  1070-1071 

message  basis  instead  of  switching  basis  diaapproved 105, 116 

metallic  farm  line,  establishment  approved 51 
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methods 1131 

"  uratual  system  " 1099 

night,  required  119 

obligation  of  utility  to  furnish  to  competitor,  construction 

off  law 232-243 

particular  paziy,  metfasd  ior  kioal  mud  tcdl  sendee,  opticsial 

-with  snbsenbor   193,204-205 

party  lines: 

company  not  liable  to  furnish  unless  line  kept  full. .  144 

regulation  disapproved    140, 151-152 

installation : 

reBBonabte   1016-1017 

ten^arty   1066-1067 

two-party  desirable  337, 342-344 

physical  connection  required  when  npt  detrimental  to. .. .      851-852 

private  branch  exchange,  flat  rates  in  office  building 483-484 

readiness-to-serve 1231 

reasonable,  approved 503-504 

refusal  to  give: 

at  scheduled  rates  a  discrimination 78-80,  83-85 

consumer  receiving  current  from  private  plant 231-243 

non-payment,  forbidden  with  exceptions 10 

subscriber   desiring  connection   with   foreign   central 

office  91-94 

regulations   1261, 1263 

requirement  abolished  of  becoming  stockholder  before  se- 
curing   822-826,830-831 

routing  of  messages 1063-1066 

circuitous,  direct  physical  connection  to  avoid 1099-1100 

rules  and  regulations  included  in  rate  schedules 75-79,83-85 

rules  regulating,  street  lighting 560-562 

standards 1261, 1263 

commission  to  fix 1116 

electric,  prescribed  by  commission 600-607 

established    1127, 1133 

publication   in   directories 1131 

stations,  rates 1018 

subscriber  obligated  to  take,  for  specified  time  when  lines 

extended    940-942 

supplementary,  obligation  of  utility  to  furnish 237-238 
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switching.    See  Switching  Service. 

tests    1 129, 1261 ,  1263 

through,  connection  maintained  for 1129 

toU: 

and  local,  basis  of 192, 196 

communication  between  two  units  or  exchanges 102, 110 

companies  giving,  not  required  to  supply  local  service.  1115,1117 

complete  service  required 203 

cost  of  maintenance 193, 203 

excluded  in  fixing  rates 140, 148 

free: 

for  business  connected  with  securing  harvest  hands 

for  farmers - 387 

to  all  subscribers,  alike 1008, 1010 

initial  time  limit 204 

local,  additional  rate 193, 199-203 

maintenance  of    1129 

physical  connection  1140-1149 

compulsory    , 176-191, 389-414 

established  for  adequate 130, 135-136 

prompt  routing  1133 

rates : 

must  be  uniform  and  schedule  filed 79-80, 84-86 

reduction  approved   331-332 

at  request  of  company 50 

standard,  instead  of  free  service 751-754 

traffic  studies  ordered  1130 

trial  physical  connection 1033, 1034 

two  number,  method  for  local  toll  service,  optional  with 

subscriber    193,204-205 

units  of: 

determined  by  local  exchange  and  connecting  farm  lines      102, 106 
instrument  used  as  basis  to  determine  switching  charge.  117 

line  and  particular  telephone  considered 7S2 

unlimited,  rates  for 843,856-857 

value : 

considered  in: 

determining  reasonable  charge  for  installation  of 

instruments   55-61 

fixing  rates   936, 970, 976, 1246 

dependent  on  development  of  farm  lines 479, 481 

increased  by  physical  connection 176,188 
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value  —  continued : 

not  increased  by  establishment  of  central  office 790-793' 

party  line  and  individual  line 819-820 

rates  higher  than  justified  by ,. . .  1074,  1079 

reasonable  rates  determined  by 496, 496 

SnnCINO  FUNDS 1156 

existing  rates  insufficient  to  provide  for,  increase  ap- 
proved        140-152 

SPANS: 

length,  rules  governing 289-290, 294 

SPEOIFIOATIONS: 

crossings 1104 

STATIONS: 

checking,  unnecessary 549-553 

suspension  of  order  to  re-open 749 

STOOK: 

capital: 

basis  for  computing  rate  of  return 570, 575-576 

cumulative  preferred,  issue  for  defraying  exp^ises 

and  reimbursing  treasury 484-490 

issue: 

acquisition  of  property 34-35, 768-769 

approved 270-271,563-570 

at  par 955-956 

approved 124&-1249, 1255, 1258-1259 

betterments 164, 166-167, 689 

defraying  expenses  and  reimbursing  treasury 488^90 

denied,  pending  securing  of  certificate  of  public 

convenience  and  necessity 955-958 

extension  of  lines 34-35, 438-447, 476-478 

and  refunding  of  obligations 563-570 

denied  until  company  secures  certificate  of 

public  convenience  and  necessity 955-958 

in  lieu  of  unauthorized  stock 476-478,  955-958 

purchase  of  property,  for 1248-1259 

reconstruction,  disapproved 438, 445 

refunding  of  obligations 73-75 

stipulation,  conditions  governing  issuance 484-487 

unauthorized 876-877 

cancellation 958 

validation   63, 70, 438-447, 476-478 
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STOCK  — Continued:  nifiz 

capital  —  eoDtinaed : 

ownership,  ttnditMiii   prccedkut   to   sarviee,  dnnp- 

proved 102,112 

represents  present  value  of  property 438,446 

sale: 

at  not  less  than  par 9ft,23-7^4tt 

at  par 564,569 

to  company  engaged  in  similar  business  in  neigh- 
boring city 1248-12^ 

to  pubUc 5&4,569 

transfer  upon  consolidation 806 

treasury,  exchanged  for  securing  rights  of  way,  dis- 
approved         7B7-776 

value 1195-1196,  Il«8-n99 

See  also  Bonds;  Notes;  Securities. 
8TOCKHOLDEB8: 
assessments : 

discontinued 515, 518^19, 822-824, 8»-831, 840 

instead  of  regular  rentals,  disappnved 370-371 

to  provide  for  reeonatmetioii 438-199,446-447 

business  attached  without  cost  to,  not  allowed  m  valua- 
tion   §09, 635-636 

discnnination*     See  DiscriminatioKi. 

mutual  company  reduced  rates  to,  condemned 79, 83 

rates: 

increase  to  etiminate  discrimination 731-732, 734, 871-872 

lower  than  for  non-stockholders 871-872 

reduction  for,  deemed  a  discrimination 101-103,110-111,115 

uniform  for  non-stockholders  and..31, 153-154, 356-357, 370-371, 

379-384 
requirement  of  becoming,  condition  precedent  to  service, 

abolished  822-826, 830-831 

resolutions  approved  by  commission 11-12 

special  discrinunatory  rates  to,  contract  abrogated 345-350 

stock  not  subscribed  for  by,  sold  to  public 564, 569 

toll  rates  uniform  for  non-stockholders  and 385 

waiver  of  right  to  subscribe  pro  rata 476-477 

STORMS: 

provision  against 1130 

STRAIN  INSULATORS: 

rules  governing 289 
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STBEET  RAILWATS:  paqe 

lines  crossing,  rules  governing 288-301 

loan  authorized 879-881 

STEBSSES: 

working  unit 298-299 

8UB80BIBEBS: 

change  in  numbers,  advance  notice  to 750 

classification 440-441 

eombinaticm  rates  to  several,  a  discrimination 345 

deposits,  8%  interest  upon 560 

different  rates  for  similar  service,  discrimination 29-30 

discrimination  discontinued  between  non-subscribers  and.       272, 275 
equipment  owned  by: 

purchased  by  utility 439, 446 

rate  concessions  disapproved 354-356, 417, 420, 859, 861 

information  as  to  changes  in  rate  schedules 153 

liable  for  toll  calls  originating  at  their  station 275-276, 782 

limited  number  on  line 7&-79, 82-85, 843, 853, 857, 874, 1128 

loss  of,  considered  in  increasing  rates 811 

names  filed  with  commission 987 

new: 

deposit  required,  disapproved 12, 25, 28 

equipment  furnished  by  utility 821 

extension  of  Mnes  to  serve 819-821 

obligated  to  take  service  for  specified  time  when  lines 

extended   *. 940-942 

paying  maximum  price,  rate  reduction  should  benefit..  .571,577-578 

prospective,  choice  between  two  companies 1118, 1120-1121 

rates : 

two  parties  using  one  telephone 276 

uniform  for  all 31, 732-734, 818, 823-825 

refusal  of  service  to: 

desiring  connection  with  foreign  central  oflSce 91-94 

receiving  current  from  private  plant 231-243 

reimbursed,  service  cost  when  service  refused 78-80, 83, 85 

requirement  of  becoming  stockholders,  abolished. .  .822-826, 830-831 
service  discontinued  for  non-payment  of  bills,  disapproved 

when  deposit  adequate 228-230 

service  on  farmers'  line,  special  rate  approved 194,205-215 

transfer  from  one  utility  to  another  by  establishment  of 

physical  connection,  extra  charge  to  eliminate 177, 187-188 
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8TJB8IDIABT  COMPANIES:  page 

loan  authorized  between 879-^1 

SUPPLIES: 

allowance  for 21, 24, 610, 674r-676 

SURPLUS: 

provide  for  dividends 439,446 

8WITCHB0ABD8: 

installation,  certificate  of  public  convenience  and  neces- 
sity not  required. 321-325, 989-993 

maintenance 1129-1130 

service  at  flat  rates  for  office  building. .  .• 483-484 

SWITOHINa  SEBVIOE: 

discontinued,  conditions  included  in  rate  schedules 79-85 

discrimination : 

complaint  dismissed 433-437 

refused  at  scheduled  rates 78-^,  83-85 

fees: 

absorption 510, 513-514 

apportionment 842-843,853-857 

fixed  by  commission 101, 105, 107-109, 114, 116-117, 154r-164 

through  intermediate  exchange 510-514 

privacy  required  for  messages 814, 816-818 

rates  . . .  1012^015, 1018, 1047, 1052-1054, 1056, 1059, 1064, 1066, 1137- 

1138 

farm  lines  .• 52, 351-356, 514-^19 

connected  with  more  than  one  exchange  ..514-515,517-^19 
fixed  by  commission ....  101, 105, 107-109, 114, 116-117, 154-164, 

214,73^740,856-857 

graduated,  approved 101, 109, 116-117 

increase 52, 514-519, 1066 

disapproved 308-310, 782, 786 

when  equipment  owned  by  subscriber 308-310 

percentage  retained  by  operators  for  salary 16, 78-85 

privately  owned  lines 78-85 

traffic  study  to  determine 154, 157-159 

TELEGRAMS: 

rate,  contracts  for  toll  service 1069, 1071 

return  to  patrons,  unlawful 1150 

transmitted  by  telephone 721-725, 748 
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TELEGRAPH  COMPANIES:  paoi; 

closing  of  local  office  disapproved 38-39 

free  or  reduced  rate  service  to  representatives  of  exposi- 
tion commission 415-416 

messages  transmitted  by  telephone 721-725, 748 

special  rates  by  railway  for  transporting  outfit 927-928 

TELEPHONE  COMPANIES: 

agreement : 

as  to  rates  between  municipality  and 95-97, 505-508 

in  lieu  of  pole  rental  tax  disapproved  between  city 

and 740-747 

free  or  reduced  rate  service  to  representatives  of  exposi- 
tion commission 415-416 

investigation  of  irregular  practices 101-117 

rate  schedules  must  be  filed 75-78 

single  system  instead  of  competing  companies  refused. . .  729 
termination  of  contracts  when  rates  less  than  scheduled. .  788-789 
2%  of  gross  receipts  to  municipal  corporation  upon  trans- 
fer of  franchise 6 

TELEPHONE  OOBPORATION: 

defined 423-425, 104&-1049, 1060 

TELEPHONE  UNE: 

defined 1049,1060 

TERMINAL  FEES: 

company  entitled  to 826-827 

TERRITORY: 
division  of: 

between  competing  companies 277, 281-283 

zone  system  approved 91-94 

extent  of  service 102,  111 

jurisdiction  of  municipality  limited  to  corporate  limits  of 

city 760, 766 

limited,  operations  in 470-471, 476 

undeveloped,  equipment  furnished  by  subscriber 78-79, 81-82 

TESTIMONY: 

attitude  of  commission  toward 580, 584, 592 

experts,  value  of 665 

insufficient,  assumptions  not  justified 581, 584, 592 
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rules  governing: 

commission  and  request 603 

installation  and  periodic 602 

service .1129, 1261, 1263 

toll  circuits  after  storms 1133 

*  •  TICE£TI!D  '  •  CALLS 1145 

TOOLS: 

value  not  included  in  valuation  for  rate  making 55S 

TRAFFIC  STUDIES: 

determine  switching  rates 154, 157-159 

regulations  for 1130 

TRANSFERS: 
property : 

fraudulent,  disallowed  by  commission 934 

gratuitous 1154 

*'  public  good,''  for 1249,1256 

UNIT  COSTS: 

as  measure  of  value 1155-1156,1219,1262 

considered  in  rate  fixing 20-21, 891-893 

overhead  charges,  40.8%  of  sum  of 890, 893 

VALUATION  OF  FROFERTY: 

commission  not  bound  by  report  of  engineer 580, 584 

eonaidered  in: 

determining  reasonable  charge  for  installation  of  in- 
struments    55-61 

fixing  rates ...  12, 19-24, 118-119, 123-126, 246-259, 532-533, 800, 
807-808,  882,  884,  93^938,  970-971,  975-977,1005-1006, 
1013,  1015-1016,  1082,  1087-1089,  1154^1164,1170-1241, 

1262 

increase 140, 145-150, 164-165,167-170,835-836,  &iO 

switching 154,157,160-162 

rate  investigation 417, 420 

determined  by  commission ....246-259,696 

final   717-718,1260 

development  cost,  allowance 255-256 

distinction : 

between  private  and  utility  ownership 581, 594 

between  sale,  condemnation  and  rate  cases 935 

early  losses  do  not  increase 885, 895 

earning  power  considered 587, 970, 975-976 
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engineering,  allowance 247, 249, 253, 1179, 1182, 1185, 1188, 1202, 

1213-1216 

entire  property  considered 582, 587-588 

going  value  and  physical  property 647, 666 

estimates : 

comparison  • 247,250-253, 889, 893 

from  records 448, 453 

of  company,  accepted  by  commission 971, 978 

of  engineers  considered,  but  not  conclusive  for  rate 

making 934 

of  owners  used 558 

excess  capacity,  included 612, 685 

factors  considered  in  determining 582, 586 

fair  value: 

basis  of  determining  reasonable  rates 645 

present,  considered  in  valuation 581, 589 

property  as  entity,  facts  in  determining 609, 632-635, 666 

reproduction   cost   and   original   cost   not   absolute 

measure  of 608, 627 

financial  history,  considered  in  determining. ..  .256,581,589-590,618- 

622, 687-689 

financing  costs,  allowance  for,  not  made. 609, 631 

fixed  as  of  date  of  inquiry 582, 595 

fraudulent  transfers  disallowed. 934 

going  value : 

allowance  . .  .971-972, 979-983, 1082, 1088, 1151-1152, 1170, 1182, 

1185, 1188, 1207-1217 

in  rate  fixing 559, 890, 894 

in  valuation 582, 586-588, 628-630 

not  made 905, 912-917, 935, 1248, 1252-1254 

appraised  as  separate  item 633 

attached  business: 

and  preliminary  cost  included 609, 628-631 

item  additional  to  reproduction  cost  and  work- 
ing capital 609, 631-638 

authorities  cited  to  determine 639-666 

defined 917, 979, 1253 

distinction  between  good  will  and 972, 981 

early  losses,  allowance  for  not  made 935 

efficient  office  force  not  considered  as 935 

factors  in  determining 583, 587-588, 628-630 

financial  history  considered  in  determining 632-634 
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good  will: 

allowance  as  separate  item  not  made 935 

item  considered  in  determining  going  value. 656 

inflated U58-1161 

inUiigibles,  allowance 246, 249, 253-255, 258, 559, 1157-115S 

in  rate  fixing 890, 894, 897 

inventories : 

basis  to  be  original  cost 484r^l86 

considered  in  fixing  rates 24&-253, 623-624 

form  of  reports  prescribed  by  commission 555 

items  included 608, 613, 618, 623,  700, 889-«94 

units  of  value  used  in,  disapproved 832-833 

value  of 896 

land: 

acquired  in  anticipation  of  future  needs,  inclusion  in 

valuation 610, 669-670 

taken  at  present  value  instead  of  original  cost 610, 672-673 

value,  ascertained  in  valuation  for  rate  fixing 666-673 

legal  expenses,  allowance  for 247, 249, 253 

legislation  creating  commission,  effect  on  values 581, 594-595 

market  value  of,  securities,  not  considered 612, 694-695 

materials,  allowance  for 1088 

modem  and  obsolete  equipment  considered 612, 684r-686 

original  cost: 

comparison  with  reproduction  cost 609, 628^  631 

considered  in: 

rate  fixing   608,618,804 

valuation  585, 589, 608, 618, 970, 975-976, 1152-1153, 

1189, 1192-1199, 1207, 1214 

not  absolute  measure  of  value 608, 627 

paving  over  mains: 

allowance  for  1202-1207, 1213, 1215-1216 

not  made  905,912 

cost  and  depreciation 625-626 

excluded  from  valuation   1155-1157 

included  in  present  value  of  property 608, 625-6^ 

plant  as  going  concern 609, 663, 666 

preliminary  cost: 

allowance  for,  not  made 609, 631 

inclusion  of  term 628-630 
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present  value: 

allowance  for    247, 249, 252, 559, 970, 976, 978, 1179, 

1194,1198,1202,1207,1229 

capitalization  represented  by 905, 912 

considered  in  rate  fixing 12, 20-21, 161, 800, 807-808, 

891, 932-933 

increase 118-119, 123-124, 140, 145-148, 865 

determined  by  finding  reproduction  cost  less  deprecia- 
tion   905, 909, 912 

each  utility  considered  separately 935 

fair: 

duty  of  commission  to  fix 936 

return  upon 906, 921 

ratio  between  reproduction  cost  new  and 899 

relation  to  actual  investment 906, 917 

value  of  property  represented  by  stock 438, 446 

production,  cost  considered  in  determining  reasonable  rates.  936 

relation  to  issue  of  securities 582, 598-599 

replacement  value  considered 247, 249-251, 580, 592 

reproduction  cost  new: 

allowance  for 559 

comparison  of  estimates 889-890 

considered  in  fixing  rates 12, 20, 608, 618,  623-624, 631, 800, 

807-808, 1082, 1087-1089 

increase    118-119, 123, 140, 145-148 

switching 161 

defined    1194 

estimated    613 

factors    in    determining 580, 585, 592 

met  by  new  capital  instead  of  income 564, 567 

minus  depreciation: 

computed  on  straight  line  basis 678 

considered  in  fixing  rates 970,976,1170,1180-1185,1192, 

1194, 1204-1206, 1208, 1214 

defined    1194 

value  based  on 905, 909, 912, 1251 

not  absolute  measure  of  value 608,  627 

not  sole  basis  for  determining  rate  of  return 1152 

ratio  between  present  value  and 899 

valuation  based  upon 246, 249-251, 1016 

sale  price,  for 1248-1256 

saving  over  coal,  method  of  determining 582, 597 
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superintendence : 

allowance   247, 249, 253, 1179,  U62,1185, 

1188,1202,1213,1215-1216 

included  in  units  of  value,  disapproved 832-8^ 

taxation,  allowance   247, 249, 253, 613, 1082, 121S 

theoretical  cost,  assembling  experts,  excluded 971, 97S 

theories  for  determining 1152 

tools,  value  not  allowed 558 

units  of  value  used  in 832-833 

water  power 582,586-587,596 

VALUE: 

commercial,  definition   ^ 

distinction : 

between  private  and  utility  ownership 581, 5&1 

"  exchange  value  "  and  "  fair  value  " 971-972,980-981 

in  uses  of  term 1153 

franchises,  allowance  in  rate  making  not  made 935 

increments,  included  in  present  value 610,673 

service.    See  Service. 

units,  used  in  valuation  of  property,  disapproved 832-833 

VOLTAGE: 

surveys  and  variation,  rules  governing 606 

WAGES: 

rate  increase  necessitated  by  increase  in 496-499, 811,8M-835 

WATER  COMPANIES: 

construction  of  plant  by  municipality,  approval  of  com- 
mission necessary H? 

gratuitous  transfer  of  property 11^ 

rates    1170-1241 

discrimination  in  discounts  justifiable  when  competi- 
tion exist 944-&48 

1       reasonable  determined  by  commission 558-5^ 

WEIGHTING  PERCENTAGE: 

allowance  for 1082, 108* 

WIRELESS  TELEGRAPH: 

companies,  exchange  of  passes  with  other  common  carriers.  ll?'^ 

1330 


Digitized  by  LjOOQ IC 


SUBJECT    INDEX. 
(C.  L.  31-34.) 

WIRES:  PAGE 

clearances,  across  railway  rights  of  way 31-32 

high  tension: 

crossing,  protection  of 372,  375-376 

paralleling  grounded  telephone  wires  cause  induction.  1005-1007 
rules  governing 290, 293-300 

rules  governing: 

clearances    288, 290, 293,  300 

contact    288-289 

crossing    267-269 

specifications    201-292 

WIRING: 

special,  extra  charge  for 1010 

WORKING  CAPITAL: 

allowance  for 12, 247, 252-253, 559, 890, 894, 971,  982, 986, 1082, 

1088, 1182, 1185, 1188, 1195-1196, 1214-1217 

not  made 1254 

considered  in  valuation  for  rate  making 610, 674-676 

included  in  reproduction  cost,  new 807 

provided  out  of  surplus 564, 568 

stock  issue  for,  disapproved 563-^564, 567-568 

ZONES: 

rates   1070 

toll   1141,1148 

system,  approved 91  04 
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American  Tc]nhoiK.Aiv4|U{8nph  Company 
"  LieM'^d^ifitment 

15  Dey  Street,  New  York  City 


COMMISSION  LEAFLET  No.  34 


Recent  Commission  Orders,   Rulings  and  Decisicms 
from  the  following  States: 


California 

Missouri 

Connecticut 

Nebraska 

Florida 

New  Hampshire 

Georgia 

New  Mexico 

Idaho 

New  York 

Illinois 

Ohio 

Indiana 

Oklahoma 

Kansas 

Pennsylvania 

Massachusetts 

Virginia 

Wisconsin 
and 

Interstate  G>mmeice  G>mmission 


OCTOBER  1,  1914. 
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